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Paid-Up ' 
OIL AND CAS LEASE 

19....2.!L, between !he State ofTexas, acting by and through II$ nos AGREEMENT b made and entue~ Into lhis.!..!__~ay of MaY 
ogen~--~D~o~r~o~t~h~yL· -BH~a~1~1~e~y~E~s~t~1~1~1~,~a2-~W~l~d~o~w~~~~~~~~~--~~~~~--~.-~~~~----
--------------------- ·of 802 Ca n o n e r o , Mi d l and , TX 7 9 7 0 5 
---------------------------------------=--,--------,...,--:---------------------------------'"id agent 

(Give Permanent Address) 
herein referred to as !he owner of !he soil (w!K!her one or more), and_;C;:,L;<.;;A~Y~~J_::O~HNc;..:.:~S!.:O~N!.!..-=--,...,....--...,.."".------------­
---------------------------------~2¥0~3~W~.~W~a~l~l~, ~S~U~i~t~e~B~O~O~----------------~X,~ 

Mld l a n d , TX 79701 
(Give Permanent Address) 

hereinafter called Lessee. 

I. GRANTING CLAUSE. For and in consideration of !he amounu stated below and of !he covenants and agreements 10 be pa.id, kept and performed by 
Lessee under !his lease, !he State ofTexas acting by and through !he owner of !he soli. hereby granU, leases and leu unto Lessee, for !he sole and only purpose of 
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, SIO<ing oil and building power stations, telephone lines and other SINCIUI'eS 

thereon. to produce, save, take care of, treat and uanspon said producu of !he lease, !he following lands situated in Reev es County, State 
of Texas. to-wit: 

Bloc k 56, P u b l ic School L a nd S urve y 

Sect i o n 3 1 : N 1/8 o f E / 2 

Section 44 : N/2 N/2 N/2 

eont.ainin.._g ____ .::1...:2:..:0::.._ ___ acres, more or less. The bonus consideration paid for !his lease is as follows: 

Tolhe Swe ofTexas: Three Thousand Two Hundred Forty and 00/100----------
Dollon (S 3 , 240 . 00 ) 

Tolhe owneroflhe soii:Thr ee Thousan d Two Hundred Forty and 00/100--------- -
Dollars(S 3 , 240 . 00 ) 

The tow bonus consideration paid represcnu a bemus of-:::-__ F~i~f~t;HY,......F~o~u~r=--...::a~n~d:......;0....,0"'/-1"-'='0~0~-=-::-..:-:...:-=-=-..:-:...:-:..::.-.:-:..:-:..::.-.:-:..:-:..::.-.:-:..:-:..::.-
-----------------------------'Dollars (S 54 , 0 0 ) per acre, on 1 2 0 net acres. 

2. TERM. Subject to !he other provisions in !his lease, !his lease shall be for a term of FiVe ( 5 ) Yea r S from !his date 
(herein called "primary term') and as long thereafter as oil and gas, or either of them. is produced in paying quantities from said land. 
As used in !his lease, !he term ' produced in paying quantities" means !hat !he receipts from !he sale or other authorized commercial use of !he substance(s) covered 
exceed out of pocket operational expenses for !he six months last past 

* See E :xhibi t "A" a t tac hed f or Pd- O p D e l a y . Renta l pro vis ion. s h o vn as 

at or iu su= so!l (which shall continue as !he depository regardless of c in !he ownerlhlp of 
said land), !he amount specified · In addition, Lessee shall pay or tender to !he COMMISSIONER OF TilE GENERAL CE OF TilE STATE OF 
TEXAS. AT AUSTIN, TEXAS. a like su r before said date. Payments under lhls pmgraph shall operate as a rentAl 
the commencement of a well for one (I) yeor from · date. Payments under !his paragraph shall be in !he follow· 
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4. PROOUcnON ROYALTIES. Upon production of oil and/or gas. Lusee agrees to pay or cause to be paid one·half(t/2) of the royalty 
provided for in thi< lease to the Commissioner of the General Land Office of the Stat<: ofTexas. at Au.tin, Texas. and one·half(l/2) of such royalty to the owner of 
the soil: 

(A) OIL Royalty payable" on oil, which is defined as including all hydt<><:arbon< produced in a liquid fonn at the mouth of the well and also as all 
condensate, distillate, and other liquid hydr<><:arbon< recovered from oil or gas run through a separator or other equipmen~ as hereinafter provided, shall be 

3 / 16 pan of the gross production or the market value thereof. at the option of the owner of the soil or the Commissioner of the 
General Land Office. such value to be dete.nnined by I) the highe<t posted price, plus premium, if any, offered or paid for oil, conden<ate, distillate, or other liquid 
hydr<><:arbons, re<pectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the 
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever u the greater. Leuee agrees that before any gas produced from the 
leased premise< is sold, used or proceucd in a plan~ it will be run Cree of co<t to the royalty o"'11crs through an adcquat<: oil and gas separator of conventional type, or 
other equipment at least as effieie.n~ so that all liquid hydrocarbon< recoverable from the gas by such mean< will be recovered. The requirement that such gas be run 
through a separator or other equipment may be wa1ved in writing by the royalty owners upon <uch t<:nn< and condition< as they pre<cribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including nared gas), which u defined as all hydr<><:arbon< and gaseous substance< not defined 
as oil in subparagraph (A) above, produced from any well on said l}!.ldlexcept u provided herein with re<peet to gas processed in a plant for the extntction of 
gasoline, liquid hydr<><:arbon< or other products) shall be :J /16 part of the gross production or the market value thc.reof, a1 the option of the 
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest marlcet price paid or offered for gas of comparable quali ty in 
the general area where produced and when run, or the gross price paid or offered to the producer, whichever b the greater; provided that the maximum pressure base 
in measuring the gas under thi< lease shal l not at any time exceed I4.6S pounds per square inch absolute, and the <tandard base temperature shall be sixty (60) 
degree< Fahtcnhei~ correction to be made for pre<sure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the 
mo<t approved method oft«tlng being used by the industry at the time ofte<ting. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasol ine or other liquid hydtoearbon< 
<hall be 3 / 1 6 pan of the re<iduc gu and the liquid hydtoearbon< cxtntcted or the market value thereof, at the option of the 
owner of the soil or the Commi«ioncr of the General Land Office. All royal tie< due herein <hall be based on one hundred percent (1000/e) of the total plant 
production of r>:<iduc gas attributable to gas produced from this lease, and on fifty percent (SO"!.), or that percent accruing to Leuce, whichever i< the greater, of the 
total plant production ofliquid hydr<><:arbon< attributable to the gas produced from thi< lease; provided that ifliquid hydtoearbon< arc recovered from gas proccmd 
in a plant in which le<scc (or its pan:n~ robsidiary or affiliate) owru an lntcrcs~ then the percentage applicable to liquid hydrocarbon< shall be fifty percent (SO"!.) or 
the highest percent ac:c:ruing to a third party processing gu through such plant under a processing agreement negotiat<:d at arm's length (or If there is no such third 
party, the highe<t percent then being specified in processing agreements or contracts in the industry), whichever it the greater. The re<pcctivc royaltie< on re<idue gas 
and on liquid hydrocarbons shall be detennined by I) the hlgheJt market priee paid or offered for any gas (or liquid hydr<><:arbon<) of comparable quality in the 
general area. or 2) the gross price paid or offered for such re<idue gas (or the weight<:d average gross selling price for the respective grades of liquid hydrocarbon<), 
whichever i< the grealcr. In no even~ however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
been procemd. 

(D) OTiiER PRODUCTS. Royalty on carbon black, sulphur or any other product> produced or manufactured from gas (excepting liquid hydrocarbon<) 
whether said gas be "casinghead," "dry," or any other gas, by fractionating, burning or any other processing shall be 3 I 1 6 part of the 
gro« production of such products, or the market value thereof. at the option of the owner of the soil or the Commissioner of the General Land Office. such market 
value to be detennined as follows: I) on the basis of the highe<t market price of each product for the same month in which such product Is produced, or 2) on the 
basis of the average gro« sale price of each product for the same month in which such product> arc produced; whichever is the greater. 

S. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, If this lease b maintained by production, the royalties 
paid under thi< lease in no event shall be less than an amount equal tO the total annual delay rental herein provided; otherwise, there shall be due and payable on or 
before the last day of the month succeeding the anniversary dote ofthu lease a sum equal to the total annual rental less the amount of royal tie< paid during the 
preceding year. If Paragraph 3 of this lease docs not specify a delay rental arnoun~ then for the purposes of this paragraph, the delay rental amount shall be one 
dollar (S 1.00) per acre. 

6. ROYAL TV IN KINO. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner 
of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease. require that the payment of any royalties 
ac:c:ruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its royalty tn 
kind shall not diminbh or negate the owner of the soil's or the Commissioner of the General Land Office's right> or Lusce's obligation<, whether cxpre<s or implied. 
under this lease. 

7. NO DEDUcnONS. Leucc agrees that all royaltie< ac:c:ruing under this lease (including those paid in kind) shall be without deduction for the cost of 
producing, gathering. storing, separating, treating, dehydrating, compressing. pro=sing. transporting. and otherwbc making the oil, gas and other productS 
hereunder ready for sale or U<e. le<sec agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and 
production related cost>. 

8. PI..ANT' FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proponionate shan: of any fuel used to 
process gas produced hereunder in any processing planL Notwithstanding any other provision of this lease, and subject to the writ1tn con<ent of the owner of the soil 
and the Commissioner of the General Land Office, Luscc may recycle gas for gas lift purposes on the leased prcmises or for injection into any oil or gas producing 
fonnation underlying the leased prembes after the liquid hydrocarbon< contained in the gas have been removed; no royalties shall be payable on the recycled gu 
until it i< produced and sold or used by Lessee in a manner which cnti~« the royalty owners to a royalty under this lease. 

9. ROYALTY PA YMEmS AND REPORTS. All royaltiu not taken in kind shall be paid to the Commissioner of the General Land Offiee at Austin, 
Texas, in the following manner: 

Payment of royalty on production of oil and gas shall be as provided 1n the Nics set forth in the Texas Register. Rules currcn~y provide thai royalty on oil is due 
and must be received in the General Land Office on or before the Sth day of thc second month suecccding the month of production, and royalty on gas b due and 
mu.t be received in the General Land Office on or before the 1 Sth day of the second month succeeding the month of production. accompanied by the affidavit of the 
owner. manager or other authorized agen~ completed in the fonn and manner prescribed by the General !..and Office and showing the gross amount and disposition of 
all oil and gas produced and the market value of the oil and gu. together with a copy of all documents, records or reports confinning the gross production, disposition 
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and market value Including gas meter readings. pipeline reoc:lpts, gas line reoc:ipts and other chccJa or memoranda of amount produoc:d and put into pipelines, tanks, 
or pools and gas lines or gas swragc, and any other reports or records which the General Land Office: may require to verify the gross production, disposition and 
market value. In all cases the authority oC a m&na&cr or agent to act for the 1.-ess« herein must be filed in the General Land Office. Each royalty payment shall be 
accompanied by a check srub, schedule, summary or other remittance advice: showing by the assigned General Land Office: lease number the amount of royalty being 
paid on each lease. lfLcSJee pays his royalty on or before thirty (30) days aJitr the royal ty paylflcot was due, then LcSJcc owes a penalty ofS% on the royalty or 
S2S.OO, whichever is greater. A royalty payment which is over thirty (30) days llle shall accrue' a penalty of 10'/o of the royalty due or S2S.OO whichever Is grea.tcr. 
In addition to a penalty, royalties shall accrue interest at a r11e of 12% per year, such lnttrcst will begin accruing when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which arc not filed when due shall incur a penalty In an amount set by the General Land Office administrative rule which is 
effective on the date when the affidavits o r supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as. 
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operlle to prohibit the State's right of forfeiture as provided by law 
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of 
the royalty or to that portion of the royalty in dispute as to fair market value. 

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

(B) PERMITS, DRJUJNG RECORDS. Wrinen notlce of all Opctllions on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (S) days before spud date, worlcovcr, re<nay, temporary abandonment or plug and abandonment of any well or "-ells. Such 
wrincn notice lO the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and 
plugging reports •hall be supplied lO the General Land Office at the time they arc tiled 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 submiaed to the Texas Railroad Commission or any other covemmcntal 
agency shall include the word "State" in the title. Additionally, In accordance with Railroad Commission rules, any signagc on the loosed premises for the pwpo•e of 
identifyin& wells, tank bancrics or other IS$0CIIIed improvements to the land must also include the word "Stat<." LcSJce shall supply the General Land Office with 
any records, memoranda, a.ecounts, reports, cunings and cores, or other information re lative to the opctllion of the above-described premises, which may be 
requested by the General Land Office. in addition lO those herein expressly provided for. LcSJce shall have an elccaical and/or rad ioactivity survey made on the 
bore-hole section. from the base of the surface casing to the Ultal depth of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the log of each survey on each well to the General Land Office within fifteen (IS) days after the making of said survey. 

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials arc nol tiled in the General Land Office: when 
due. The penalty for late filing shall be set by the General Land Office: administrative rule which Is effective on the date when the materials were due in the General 
Land Office. 

II . DRY HOLE/CESSATION OF PRODUCTION DURING PRJMARY TERM. I( during the primary term hereof and prior to discovery and production 
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or 
gas from the leased premi1es such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from 
dote of completion of said dry hole or cessation of production Lessee commences additional drilling or reworlcing operations thereon, or pays or tenders the next 
annual delay rental In the same manner as provided In this lease. If, during the last year of the primary term or within sixty (60) days prior therelo, a dry hole be 
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain In full force and e!TeCl without further operations 
unt il the expiration of the primary term: and if Lessee has not resumed production In paying quantities at the expiration of the primary term. Lessee may maintAin Ibis 
lease by conducting additional drilling or reworlcing operalions pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of 
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a •hut-In oil or gas well within the 
primary term hereof, Lessee may ~ume 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 complellon of such shu l-In oil or gas well and upon the failure 10 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. DRJLUNG AND REWORXJNG AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas Is being 
produced on said land, but Lessee is then engaged in drilling or reworicing opentions 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 ln·worlananlike manner without interruptions totaling more than sixty (60) days during 
any one such operation. and iflbcy result in the production of oil and/or gas, so long thcrcaJitr as oil and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil or gas well royalties or compensalory royalties is made as provided in this lease. 

13. CESSATION, DRJUJNG, AND REWORXJNO. l( al\cr the expiration of the primary term, production of oil or gas from the leased premises, aJitr 
once obtained, should cease from any cause. this lease shall not terminate if 1.-ess« comm= additional drilling or rcworlc.ing opcnllons within sixty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in worlcmanlilce manner without 
interruptions total inc more than sixty (60) days. If such drilling or rcworlcing opcntions result in the production of oil or gas, the lease shall remain in full fore.: 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 -.-.:11 royalties or payment of compensatOry 
royalties is made as provided herein or as provided by law. If the drilling or rcworlcing operations result in the completion of a well as a dry hole, the lease will not 
terminate iflbe Lessee commences additional drilling or rcworicing operations within sixty (60) days al\er the completion of the well as a dry hole, and this lease 
shall remain in effect so long as Lessee continues drilling or rcworldng operations In good faith and in a worlananlike manner without. intemlptions totaling more 
than sixty (60) days. LcSJcc shall give written notice to lhe General Land Office within thirty (30) days of any cessation of production. 

14. SHlTT·IN ROYALTIES. For purposes of Ibis paragrapll. "well" means any well that has been ass igned a well number by the sate agency havin& 
jurisdiction over the produClion of oil and gas. If. at any time aJitr the expiration of the primary term of a lease that, until being shut in, was being maintained in 
force and effect. a well capable of producing oil or gas In paying quanllt.ies Is located on the leased premises, bul oil or gas Is not being produced for lack of suitable 
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the 
lease, but not less than S 1.200 a year for each well capable of producing oil or gas In paying quantities. If Paragraph 3 of this lease docs not specify a delay rental 
arnoun~ then for the putposcs of this paragraph, the delay rental amount shall be one dollar (SI.OO) per acre. To be ctTeClivc, each initial shut-in oil or gas royalty 
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must be paid on or before: (I) the expiration of the primary tenn, (2) 60 days akr the l..c$see ceases to produce oil or gas from the leased premises, or (3) 60 days 
aJ\er l..c$see eomple!eJ a drilling or reworking operation in accordance with the lease provisioM; whichever date iJ latest. Such payment shall be made one-half ( 112) 
to the CommiJsioner of the General Land Office and one-half (112) to the own<r of the soil. If the shut-in oil or gas royalty iJ paid, the lease shall be eon. Ide red to be 
a producing lease and the payment shall extend the term of the leasc for a period of one year from thc cnd ofthc primary term. or from thc first day of the month 
following thc month in which production Uased, and, akr that, if no suitablc production facilities or suitablc marlcct for the oil or gas exisu, ~ee may extend the 
lease for four more successive periods of one (I) yeu by paying the s.amc amount each year on or before the expiration of each shul· in yc:a.r 

15. COMPENSATORY ROYAL TIES. If, during thc period the leasc iJ kept in dfect by payment of the shut-in oil or gas royalry, oil or gas is sold and 
delivered in paying quantities from a wclllocatcd within one thousand (1,000) feet ofthc leased premises and completed in the same producing rc.ervoir, or in any 
case in which drainage is oecwring. the right to continue to maintain thc lease by paying the shut-in oil or gas royalty shall cease, but thc lcase shall remain c ffcctivc 
(or the remainder of the year for which the royalty has been paid. The Lc.uee may maintain the lease for four more successive ycars by Lc.uee paying eompcDJ&tory 
royalty at thc royalty ratc provided in the leasc of thc market value of production from thc well uu.lng thc drainage or which is completed In the same producing 
reservoir and within one thou.and (1,000) fcct of the lased premises. The compen.atory royalty iJ to be paid monthly, one-half(l/2) to the Commbsioner of the 
General Land Office and one-half ( 112) to thc owner of thc 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 eau.ing the drainage or that is completed in thc same producing reservoir and located within onc thou.and (1.000) fcct of the leased premises. 
If the eompeMatory royalty paid In any 12-month period is in an amount lcss than the annual shut-in oil or gas royalty, ~ee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty paymenu which are not timely paid will aeeruc penalty and interest in 
accordance with Pangraph 9 ofthiJ lease. None of these provisions will rclicvc Lessee of the obligation of reasonable development nor the obligation to drill offsct 
wells as provided in Texas Natural Resources Code 52.113; howcv<r, at the determination of the Commissioner, and with the Commissionct's wrincn approval, the 
payment of compensatory royalties can satisfy thc obligation to drill offset wells. 

16. R£T AINED ACREAGE. Notwithstanding any provision of this leas< to the eontrnry, aJ\er a wcll producing or capable of producing oil or gas has 
becn completed on the lcascd prcmises, Lessee shall exercisc thc diligcnec of a reasonably prudent opennor in drilling such additional well or wclls as may be 
reasonably necessary for thc proper dcvclopment ofthc leased premiscs and in marketing thc production thercon. 

(A) VERTICAL. in the cvent this lease is in force and effcet two (2) years aJ\er thc cxriration date ofthc primary or extended term it shall thcn tcrminate 
as to all of the lcllSed premises, EXCEPT (I) 40 acres surrounding caeh oil wcll capable ofproducmg In paying quantities and 320 acres surrounding cach gas well 
capablc of producing in paying quantitics (including a shut-in oil or gas well. as provided in Paragraph 14 hercof). or a wcll upon which Lessee is thcn engagcd in 
continuou. drilling or reworking operation., or (2) the number of acres included in a producing pooled unit pursuant to Texas Narural 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 wcll undcr the rules 
and regulations of the Railroad Commission ofTexllS, or any successor agency, or other governmental authority having jurisdiction. If at any timc aJ\cr the e ffective 
date of thc partial tcrmination provisions hereof. the applicable field rules are changcd or the well or wclls located thereon arc reclassified so that less acreage is 
thcrcaJ\er allocated to said well or wells for production purposes. this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a ponion ofthc lands covered hereby, Lesscc shall ncvcrthcless continue to have the right of 
ingress to and cgress from the lands still subject to this lellSe for all purposes described In Parograph I hereof. together with easemenu and righu-of-way for existing 
roads, cxistlng pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereof('the rctatned lands"). for access to and from the 
reta ined lands and for the gathering or transponation of oil, gas and other mi ncrals produced from thc retained lands 

(B) IIGR:I::t::O!ffiCI;, In t!te eiClll t!1is lc .. e is in fo•cc and effect• o (2) yet11Hl11f lllo '"PiFatiOA dat~~r 

tcllninatc .. tO all depth> befo " 190-feet-be~pt!HI~ .. inaf\er "dccpcr depW1 iR each "'ell located OR IC~~gl'l~) 
abo e, ~"It" 81'1 er b6fo.r~~ary or cxtcl'\oCk.d...uan Lcrree P'YS 10 tmnunt CQ"' ' 'Done balf(l 0) pfrhe bonus origiAaJ~ 

~e-{oHpceif~~f}.--IH~~ffeetltl to>uehdccpet dept!tS, a11dsaid 
temtiMI!&tHI\aJI he dele) e<HOHIHiddi tlonal-period-o~<~~od~nl!-'l"aniW.. CronHtteiH!eepeM!epths 
co •u od h) thb led$<. 

(C) IDENT!FlCA TION AND FlUNG. The surface acrcagc retained hercundcr as to each wcll shall, as nearly as practieai, be in thc form of a square with 
the well located in the center thercof. or such othcr shape as may be approved by the Commissioner of thc General Land Offiec. Within thirty (30) days aJ\er partial 
termination of this lease as provided hcrein, Lessee shall cxecute and record a rclcM< or re leases containing a satisfactory legal description of thc acreage and/or 
depths not rctained hereunder. The rceorded rcleasc, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fcc prescribed 
by thc Gencral Land Office rules in effect on the date the release is filcd. If l..c$sec fails or rcfuscs to cxccutc and record such rclcase or releases within ninety (90) 
days after being requested to do so by the General Land Office, then thc Commissioner a1 his sole discretion may dcsignate by writlal instrument thc acreage and/or 
dcpths to be released hercunder and record such instnunent at Lc.uec's otperue in thc county or counties where thc lcasc b 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 thc bonu.. delay rcntals, nor royalties paid, or to be paid, under th is I case shall rclicve ~ec of his obligation to protect 
thc oil and gas under the above-<lcscribed land from being drained. Lessec, sublessee. receiver or other agent in control of the lcased premises shall drill as many 
wells as thc facu may ju.tify and shall usc appropriate means and drill to a depth necessary to prcvcnt undue drainage of oil and gM from the leased prcmisu. In 
addition. if oil and/or gas should be produced in eommetcial quantities within 1,000 fect of the I cased premises, or in any usc whcrc thc lcascd premises b being 
drained by production of oil or gas, the ~ee, sublcssee. receiver or other agent in control ofthc !cased prcmises shall in good faith begin the drilling of a well or 
wells upon the leascd premises within I 00 days aJ\e r the draining well or wells or the well or wells eompletcd within I ,000 (oct of the leased prcmiscs start producing 
in commercial quantitics and shall prosecute such drilling with diligence. Failurc to satisfy the statutory offset obligation may subjcet this leasc and the owner of the 
soil's agency righu to forfeiture. Only upon thc determination ofthc Commissioner of the Gcneral Land Office and with his wrincn approval may the paymcnt of 
compensatory royalry under applicable statutory pararnetcrs satiJfy the obligation to drill an offsct well or wells required under this paragnph. 

18. FORCE MAJEURE. If, allcr a good faith effort, Lessee Is prevented from complying with any cxprcss or Implied eovcnant of this lcllSe, from 
conducting drilling operations on the leascd premises. or from producing oil or gas from thc leascd premises by reason of war, rebellion, riou, strikes, acts of God, or 
any valid order, rule or regulation of govcmmcnt authority, then while so prevcnted, Lessec's obligation to comply with such covenant shall be su.pended and Lessee 
shall not be liable for damages for failure to comply with such eovenanu; additionally, this lcllSe shall be extended while Lessee is prevented, by any such cawe, 
from conducting drilling and reworking operations or from producing oil or gas from the lellSed premises. Howcvcr, nothing In this paragraph shall suspend the 
payment of delay rentals in ordcr to maintain this lease in effect during thc primary term In the absence of such drilling or reworking operations or production of oil 
or gas. 
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19. WARRANTY CLAUSE. The owner of the soil waznnts and agr<u 10 defend Iitle 10 the leased pr<mlscs. If the owner of the soli defaults in 
payments owed on the lca.sed pr<mlscs, then U:sscc may r<decm the rights of the owner of the soil in the lca.scd pr<mises by paying any mortgage, LlJCU or other liens 
on the leased premises. If U:sscc makes payments on behalf of the owner of the soil under this paragraph. U:sscc may r.:covcr 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 cntir.: undivided surface estate in the above 
described land, whether or not U:ssec's inter<st is specified hcr<in, then the royalties and r<ntal hcr.:in provided to be paid to the owner of the soil shall be paid to him 
in the proponion which his Interest bean to the entire undivided surface estate and the royalties and rental hcr<in provided to be paid to the Commissioner of the 
General LAnd Office of the State of Texas shall be likewise proponionatcly r.:duced. However, befor< Lessee adjusu the royal!)' or r<ntal due to the Commissioner of 
the General LAnd Office. U:sscc or his authoriz.ed representative must submit 10 the Commissioner of the General LAnd Office a written statement which explains the 
doscrcpancy between the lntcr<st purportedly lcascd under this lease and the ac:rual 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 any undivided Interest not covcr.:d by a lease, less the proponionate development and production 
cost allocable to such undivided lntcresL However, in no event shall the Commissioner of the General LAnd Office r<ccivc as a royal!)' on the gross production 
allocable to the undivided Interest not leased an amount less than the value ofonc·sixtccnth (1116) of such gross production. 

(D) REDUCTION OF PAYMEJ'oiTS. If, during tnc primary term, a ponlon of the land covcr<d by this lease is included within the boundaries 
of o pooled unit that has been approved by the School LAnd Board and the owner of the soil in accordance with Natural Ruourcu Code Sections S2.l S 1-Sl.l 54, or 
If, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein. 
payments that arc made on a per acre basiJ hereunder shall be reduced according 10 the number of acres pooled, r<lcased, surrendered, or otherwise severed, so that 
payments determined on a per acr< basis under the tcmu of this lease during the primary term shall be calculated based upon the number of ac:rcs outside the 
boundariu of a pooled unl~ or, I faller the expiration of the primary tcrm, the number of acr<s acrually r<taincd and covered by this lease. 

21 . USE OF WATER. U:sscc shall have the right to usc watcr produced on said land necessary for operations under thiJ lease except wtUcr from wells or 
tanks of the owner of the soli; provided, however, U:ssee shall not usc potable water or water suitable for livestock or irrigation purposes for waterflood operations 
wothout the prior consent of the owner of the soil. 

22. AlrTHORIZEO DAMAGES. U:ssee shall pay the owner of the soil for damages caused by its operations to all personal property, improvements, 
livestock and crops on said land. 

23. PIPELfNE DEml. When requested by the owner of the soil, U:sscc shall bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said pr<miscs without the 
wrincn consent of the owner o(thc .soil . 

2S. POLLUTION. In developing this area, U:sscc shall usc the highest dcgr.:c of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, narural waterways, rivers and Impounded water shall be pr<vcntcd by the usc of containment facilities sufficient to prevent 
spoilage, seepage or ground wat•r contamination. In the event of pollution. U:sscc shall usc all mcaru at its disposal 10 r<caprure all escaped hydrocarbons or other 
polluwu and shall be r<sponsiblc for all damage to public and private propenlcs. U:sscc shall build and maintain fences around its slush, sump, and drainage pits 
and tank batteries so as to protect livestock against Joss, damage or injury; and upon complet ion or abandonment of any well or wells, U:sscc shall fill and level all 
slush pits and cellan and completely clean up the drilling site of all rubbish thcr<on. U:ssee shall, while conducting operations on the leased premises, keep said 
premises free of all rubbish, cans, bonks, paper cups or garbage, and upon completion of operations shall r<store the surface of the land to as ncar its original 
condition and contours as Is practicable. Tanks and equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations In this paragraph. Lessee shall have the right to r<movc machinery and fiXtUres placed by 
U:ssee on the leased premises, Including the right 10 draw and r<movc casing, within one hundr.:d twcnl)' (120) days after the expiration or the termination of this 
lease unless the owner of the soil &rants U:sscc an extension of this 12Ckfay period. However, U:sscc may not remove casing from any well capable of producing oil 
and gas on paying quantities. Additionally, U:sscc may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixrur<s. or casing which ar< not timely r.:movcd by U:sscc 
under the terms of this paragraph. 

27. (A) ASSIGNMENT'S. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the rights and cstatcs of either par!)' to this 
lease may be assigned, in whole or In p~ and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal r<prescntativcs, successors 
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations ofU:ssee, diminish the rights, privilegu 
and cst4tcs of U:sscc, Impair the efTectlvencss of any payment made by U:sscc or Impair the ctrcctlvcncss of any act performed by U:ssee. And no change or 
division in ownership of the land, r.:ntals, or royaltiu shall bind U:ssec for any purpose until thirty (30) days after the owner of the soli (or his heirs, devisees, legal 
rcpr<scnl4tivcs or assigns) furnishes the U:sscc with satisfactory wrincn evidence ofthc change In ownership, including the original r<cordcd munimcnts of title (or a 
ccnificd copy of such original) when the ownership changed because of a conveyance. A 10tal or partial assignment of this lease shall, 10 the extent of the intCICSt 
assogncd, r.:licvc and dischartc U:sscc of all subsequent obligations under this lease. lfthiJ lease is assigned in its cntir<l)' as 10 only part of the acn:agc, the right and 
option to pay r.:ntals shall be apportioned as between the several owners ratably, according to the area of each, and faiiUr< by one or mor< of them 10 pay his shar< of 
the r.:ntal shall not affect this lease on the part of the land upon which pro rata r<ntals ar< timely paid or tcndmd; however, if the assignor or assignee docs not file a 
cenificd copy of such assignment In the General Land Office be for< the next r<ntal paying date, the entire lease shall tcrminate for faiiUr< 10 pay the entire r.:ntal due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original Jessee or any 
pnor assignee of the lease, including any liabilities to the St4te for unpaid royalties. 

(B) ASSJGNMENI' LIMITATION. Notwithstandin& any provision In Paragnoph 27(a), if the owner of the soil acquires this lease In whole or in pan by 
assignment without the prior wrincn approval of t.he Commissioner of the General LAnd Office. this lease Is void as of the time of assignment and t.hc agency power 
of the owner may be forfeited by the Commissioner. An assignment will be tr<atcd as if it wcr< made 10 the owner of the soil if the assignee Is: 

(I) a nomlnc.c of the ownc.r of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal siOCkholdcr or is an employee of such a corporation or subsidiary; 
(3) a partnership In which the owner of the soil is a partner or Is an employee of such a partnership: 
(4) a principal stockholder or employee oft.he corporation which Is the owner of the soil. 
(S) a partner or employee in a partnership which is the owner of the soil; 
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(6) a fidueiazy for the owner of the soil: including but not limited to a guardian, tJ'IIStee, executor, administntor. receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood. or adoption. 

28. RELEASES. Under the conditions conwncd in this pangraph and Paragnoph 29, l..usce may a1 any time exeCilte and del iver to the owner of the soil 
and place of record a release or releases covering any ponion or ponions of the leased premises, and thereby swrcndcr this lease as to such ponion or ponions, and be 
relieved of all subsequent obligalions as to ac:-cage swrcndered. If any pan of this lease is properly swrcndercd, the delay rental due under this lease shall be reduced 
by the proponion that the surrendered aauge bears to the acreage which was covered by this lease immediately prior to such sum:nder: however, such release will 
not relieve J..usce of any liabilities which may have accrued under this lease prior to the swrcndu of such acreage. 

29. FILING OF ASSIGNMFNTS AND RELEASES. If all or any pan of this lease is assigned or released. such assignment or release must be recorded in 
the C()Unty where the land is situated. and the reC()rdcd instrumcn~ or a C()py of the recorded instrument eutificd by the County Cleric of the C()Unty in which the 
instrument is ree<>rdcd, must be filed in the General land Office within 90 days of the last excCiltion date acoompanicd by the prescribed filing fcc. If any such 
assignment Is not so filed, the rights acquired under this lease shall be subject to forfeiture a1 the option of the Commissioner of the General land Office. 

30. DISCLOSURE CLAUSE. All provisions penaining to the lease of the above-described land have been included in this instrument. including the 
statement of the uuc consideration to be paid for the cxcCiltion of this lease and the rights and duties of the parties. Any collateral agreements concerning the 
development of oil and gas from the leased premises which arc not C()nWncd in this lease rendu this lease invalid. 

3 I. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciazy duty and must fully disclose any facts affecting the State's interest in the leased 
premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's interests before his personal 
interests. 

32. FORFEITlJRE. If lessee shall fail or refuse to make the payment of any sum within thiny days after it beC()mcs due, or if lessee or an authorized 
agent should knowingly make any false return or false repon concerning production or drilling, or if lessee shall fail or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General land Office, or if lessee should fail to file repons in the manner 
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School land Board, or the Railroad Commission, or if 
lessee should refuse the proper authority access to the records pen.aining to ope~tions, or If lessee or an authorized agent should knowingly fail or refuse to give 
correct information to the proper authority, or knowingly fail or refuse to furnish the General land Office a C()fTCct log of any well, or if lessee shall knowingly 
violate any of the material provisions of this lease. or if this lease is ISsigned and the assignment is not filed in the Gcncl'2lland Office as required by law, the rights 
acquired under this IelSe shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the factS which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as 
waiving the automatic termina~ion of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the Gcnef2lland Office of future 
C()mpliance with the provisions of the law and of this lease and the rules and regulations that may be adopted rei alive hereto. 

33. UEN. In accordance with Texas Natul'21 Resources Code 52.136, the State shall have a fitS! lien upon all oil and gas produced from the area covered 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee ~IS the 
State, in addition to the lien provided by Texas Natuf21 Resources Code 52. 136 and any othu applicable Slltutory lien, an express contractual lien on and security 
interest in all leased minerals in and extncted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds arc held by lessee or by a third parry, and all fixtures on and improvements to the leased premises used in connection with the production or processing of 
such leased mincf2ls in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
loss thai i..usor may suffer by reason of lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and seCilrity interest may be 
foreclosed with or without coun proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commcru Code. Lessee agrees thai the 
Commissioner may require J..usee to execute and reC()rd such instruments as may be reasonably necessary to acknowledge, anaeh or pcrfca this lien. l..us<e hereby 
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-<!eseribed propeny or from Uss<e's acquisition of 
this lease. Should the Commissioner at any time determine that this represcnwion Is not uue, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. lessee is hereby ~ted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold 
or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School land 
Board and the Commissioner of the Gcncf21 land Office for the pooling or unitizing of the Interest of the State under this lease pursuant to Texas Natural Resources 
Code 52.1 S 1-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the exeCiltion requirements stated in Texas NaiUral 
Resources Code 52.1 S2. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agcnLS, 
C()ntnctors, sube<>ntnctors. guests, invitees, and their respective successors and wigns, of and from all and any actions and causes of action of every nature, or other 
harm, including environmental harm, for which reC()vcry of damages Is sough~ Including, but not limited to, all losses and expenses which are caused by the 
activities of lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the openuions of or for l..usee on the leased premises 
hereunder, or that may arise out of or be occasioned by ~..usee's breach of any of the terms or provisions of !his Agncemcnt, or by any other negligent or strictly liable 
act or omission of Lessee. Funher, J..usee hereby agrees to be liable for. exonerate, Indemnify, defend and hold harmless the State of Texas and the owner of the soil , 
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal Injury (including death), 
costs and expenses, or other harm for which recovery of damages is sough~ under any theory including tort, contnet. or strict liability, including anomcys' fees and 
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to J..usee's failure to C()mply with any and all 
environmental laws: those arising from or in any way related to Lessee's ope~tions or any other of lessee's activities on the leased premises: those arising from 
lessee's use of the surface of the leased premises: and those that may arise out of or be occasioned by Uss<c's breach of any of the terms or provisions of this 
Agreement or any other act or omis!ion of lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests. invitees, and their respective 
successors and assigns. Each assignee of this Agrecmcn~ or an interest therein. agrees to be liable for, exonerate, indemnify, defend and hold harmless the St.ate of 
Texas and the owner of the soil, their officers, employees, and agcnu in the same manner provided above in eoMcclion with the activities of Lessee, iu officers, 
employees, and agents :u described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, All OF THE INDEMNITY OBLIGATIONS 
ANDIOR LIABI LITIES ASSUMED UNDER 11-IE TERMS OF TillS AGREEMENT SHALL BE WmJOUT LIMITS AND WmiOUT REGARD TO 
TiiE CAUSE OR CAUSES 11-IEREOF (EXCLUDING PRE-EXISTING CONDm ONS), STRJCT LIABILITY, OR TilE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUDING TilE NEGLIGENCE OF TI-lE INDE~·JNIFIED PARTY), WIIETIIER SUOI NEGLIGENCE BE SOLE, JOINT, 
CONCURRENT, ACTfVE, OR PASSfVE. 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest de&f"e of care and all rusonable safeguards to p~vent contamination or pollution of 
any environmental medium, including soli, surface: wa~Grs, gn>undwaler, sediments, and surface: or subsurface: stnll. ambient air or any other environmental medium 
in, on. or under, the leased premises, by any waste, pollutan~ or contaminanL Lcs.sec shall not bring or permit to remain on the leased pll:miscs any asbestos 
containing materials, explosives, toxic ma!Crials, or substances fl:gulated as hazardous wutes,Jfazardous materials, hazardous substances (as the term "Hazardous 
Substance:" is defined ln the Compll:hensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S C. Sections 9601, ct seq.), or toxic 
substances under any federal, state, or loeal Jaw or regulation ("Hazardous Ma!erials"), except ordinary products commonly used in COMection with oil and gas 
exploration and development operatioru and stoll:d in the usual manner and quantities. LESSEE'S VIOLA TlON OF TilE FOREGOIJI\G PROHIBmON 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, IIOLD HARMLESS AND 
DEFEND Til E STATE OFTEXASANDllfE OWNER OF TilE SOIL FROM AND AGAINST ANY CLAIMS. DAMAGES. JUDGMENTS. PEl'IALTIES. 
LIADILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES A 'D COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATIO OF TilE FOREGOING PROHrBmON OR (II) TilE PRESENCE, RELEASE. OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON. 
UNDER. OR ABOUT Ti lE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF Tl!E LEASED PREMISES. LESSEE SHALL 
CLEAN UP. RE~IOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BYllfE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT Ti lE LEASED PRE~ USES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE Wml TilE REQUIREMENTS OF APPLICABLE LAW. TIHS 
INDEMNIFICATION AND ASSUMl'TlON SIIALLAPPLY, BUT IS NOT LIMfTED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR Ar<Y OTIIER ENVIRONMENTAL LAW OR REGULATION. LESSEE SIIA LL IMMEDIATELY GIVE Ti lE STATE OF 
TEXAS AND TilE OWNER OF TilE SOlL WRITTEN NOTICE OF ANY BREAO I OR SUSPECTED BREACH OF TillS PARAGRAPH, UPON 
LEARNING OF TilE PRESENCE O F ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FRO~! ANY GOVERNlii£NTAL 
AGENCY PERTAINING TO IIAZARDOUS MATERIALS WHICH MAY AFFECT TilE LEASED PREMISES. TilE OBLIGATIONS OF LESSEE 
HEREUNDER SIIALL SURVJVE lliE EXPIRATION OR EARLIER TERMINATION. FOR Ar<Y REASON, OF TillS AGREEMENT. 

37. APPLICABLE LAW. This lease is Issued under the provisions ofTcxas Natural Resources Code 52.171 through 52.190. commonly known u the 
Relinquishment Act, and other applicable surutcs and amendments thell:tO, and if any provision In this lease does not conform to these sututes, the sUtutcs will 
prevail over any nonconforming lease provisions. 

38. EXECU110N. This oil and gas lease must be signed and aeknowledged by the Lessee before it is filed of record in the county fl:cords and in tile 
General Land Office of the Sutc ofTcxas. Once the filing ~quircments found in Paragraph 39 of this lease have been satisfied, the dfeetivc date of this lease shall 
be the date found on Page l. 

39. LEASE FlUNG Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County 
Clerk in any county in which all or any part of the leased p~mises is located. and cc:niOed copies thereof must be filed in the General Land Office. This lease is not 
effective until a cenified copy of this lease (which is made and ccnified by the County Clerk from his ll:COrds) is nled in the General Land Office: in accordance with 
Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the Swc unlm it fl:cites the actual and true consideration paid or promised 
for execution of this lease. The bonus due the State and the prescribed filing fcc shall accompany such cenrficd copy to the General Land Office. 

TITLE:_ .,....._'T-:l>"'r"-r-f'-------

DATE:_~_-(_7--'-j~~-----

STATE OF TEXAS 

aY~~-~--~~~~~-----­
rnd,vidually and as agent for the Stare of Texas 

Dare. ________________ _ 

STATE OF TEXAS 

BY: 
lndi""vl:-:d-ual'7."1y-an-;d-as_ag_c-nt-~::-o-r 7th-c-:S:-ta-te-o"'r"'T::-ex-as ____ _ 

Date _________ _______ _ 

STATE OF TEXAS 

BY: 
lndiv"'i:-:d-ual7 1:-y-an-d-:-as-ag-e-nt"'fi:-or-th-:-c -=s-ta-te-o-:f:-:T:-ex_as ____ _ 

Date. ______ __________ _ 

True and Correct 
copy of 

Original filed i.n 
Reeves County 

Clerks Office 



BOOK 5 S ~ PAG E 

STATE OF __________________ ___ (CORPORATION ACKNOWLEOGMENl) 

COUNTY OF __________________ _ 

BEFORE ME, the undersigned authority, on this day personally appearc:d _____________________________________ _ 

known 10 me 10 be the person whose name is subscribed 10 the fon:going instrument. as _ _______________________ ___.:of 

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

Given under my hand and seal of office this the. _______ .day of _ ______________ ~ 19 __ . 

Notary Public In and for-----------------

STATE OF ________________ ___ (CORPORATION ACKNOWLEDGMENl) 

COUNTY OF __________ _ 

BEFORE M£, the undersigned authority, on this day personally appean:d ______________________________ _ 

known 10 me 10 be the person whose name is subscribed 10 the fon:going Instrument. as. _______________________________ of 

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

Given under my hand and seal of office this thc _______ day of _________________ ---' 19 __ . 

STATEOF TEXAS 

COUNTYOF MIDLAND 

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

(INDTVlDUAL ACKNOWLEOGMENl) 

Bcforocmc,thcunders ignedauthority, onthisdaypersonallyappean:d Dorothy Hal 1 ey Esti 11 , a w j dow 

known to me to be the persons whose names arc subscribed to the fon:going instrument. and acknowledged to me that they executed the same for the purposes and 
consideration therein cxp=cd. 

11th 

MONICA MARLOWE 
NOTARY PUBLIC 

State of Texas 
Comm. Exp. 10-3(}.99 

STATEOF1tvK~?~~-----------~~ 

coUNTY OF m i ctLa.tLCL 

day of ___ -::-__.M~a=~T"'::------,.---~ 19 9 8 

'1J/I tfll~~ ®J()rv-e-
Notary Public in and for 70;[ tt5 

(INDIVIDUAL ACKNOWLEDGMENl) 

Before me, the undersigned authority, on this day personally appean:d ___ __:L.:......./_U....:_C.-})-'"}(_."-...:0'-Jbl....\.!!1\:...l...S..u..m..:..• '-1.----------
known 10 me to be the persons whose names arc subscribed to the foregoing instrument. and acknowledged 10 me that they executed the same for the purposes and 
consideration therein expressed. 

Given under my hand and seal of office this the 

Nowy Public in and for __ --_1_..-v,_K_tt.._ S _ ___ _ 

'l " :- . L_ 0 / 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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EXHIBIT "J!f" 

AlTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED MAY 
II , 1998, BY AND BETWEEN DOROTHY HALLEY ESTILL, A WIDOW AS LESSOR, AND CLAY 
JOHNSON, AS LESSEE, AND COVERING THEN 1/8 OF E/2 OF SECTION 31 AND N/2 N/2 Nn OF 
SECTION 44, BLOCK 56, PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS. 

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

41. If, at the expiration of the primary term hereof, this lease is being held by production or a shut-in 
well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or on lands pooled 
therewith, or Lessee has completed a well as a dry hole or shall have commenced a well within 180 days 
prior to the expiration of the primary term hereof, Lessee agrees to commence a continuous drilling 
program on said lands, or on lands pooled therewith, within 180 days after the end of the primary term 
hereof or within 180 days after the completion of drilling operations being conducted on said land, or 
lands pooled therewith, at the end of the primary term hereof, whichever is the later date; and thereafter 
carry on the continuous drilling program until all proration units have been drilled, allowing not more 
than 180 days to elapse between the completion of one well and the commencement of the next 
succeeding well. Should Lessee fail to commence the continuous drilling program or subsequently default 
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, 
save and except for the proration units surrounding each well then producing, capable of producing or 
upon which operations are being conducted. The term "proration unit" as used in this paragraph means 
any acreage designated as a drilling unit or production unit in accordance with the rules of the Railroad 
Commission of the State of Texas. Further, the term "commencement" shall mean that point in time when 
the pertinent well is spudded and the term "completion" shall mean the date upon which the initial 
potential test report is tiled with the Railroad Commission of the State of Texas, if a productive well, or 
the date of tiling the plugging report with the commission, if a dry hole. 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 said land still subject to this lease for purposes described in paragraph 
I hereof, together with easements and rights of way for roads, pipelines and other facilities on, over and 
across all of the lands still subject to this lease and for the gathering or transportation of oil and gas 
produced from the retained lands. The sole liability or penalty for the failure of Lessee to drill any well or 
wells required or permined in this lease shall be the termination or partial termination of Lessee's rights 
under the lease as provided above. 

In conducting such continuous drilling program, Lessee shall be entitled to accumulate and later use time, 
if any, saved between wells, beginning with the second well under this continuous drilling program. If 
one well is commenced sooner than 180 days after the completion of the last preceding well, the portion 
of the prescribed 180 day period not used may be carried forward and added to the period between 
subsequent wells. 

* • ---I':::::::«:-:.• 

FILE NO ---=1:..::6..;:;0-=1'---

~h'Y PllO~lSIOIJ HFrr£111 Y,HiCH RESfRirT~ Tfl[ S~.LE RHHAl. 
0R USE OF rtl[ O(f(n · 9~ ) ·':;.: °Fl";ii 'r , .. ~:. '"<Of C"'OR 
r,lHt.r•t '~'..,"· ;ur ·Q :.; ·~ ~t.:·~·'· .. ~· t..t . • tr · ,.~H · ~t 
U.··· 

FILED FOR RECORD ON TBE'----9'-'t,...h..._ _ _ DAY OF _,.J:...::u:.:n:o.:e:__ _ _ _ ___ A.D. 1998 AT 10: 18A H 

DULY RECORDED ON THE 10th DAY OF June A.D. 1998 AT 2 :QQp M 

BY: &1f..cAA/&;t DEPUTY _-=....:.... ____ D_IANNE--0. FLOREZ . COUNTY CLERK 

REE:VES COUNTY, TEXAS 

' : ' . . ' •. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 

:-·-
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ITEW =x~:__·-------
TO --------------------
FROM V 
DATE 1/1/190-

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES < f 

The above and foregomg is a run. true ano correct photographic copy of lhe 
ong1naf record now in my. lawful custody and possesston, as the ~~ 

filedfrecorded '" the pubrtc rec{)rd}:ol my offiCe, lound 10 VOL.~ 
PAGE~ TH~U: 'fLl.r.. . .._ 
.t<f-'"'i'"'" I bereby centfied on~ - ! / - f j}_ 

~.~~ "> a\ DIANNE 0. FLOREZ, COUNTY C(ERK 
;: • R~EVE UNTY, TEXAS /2 

> - J - + 
B !~,/'~,~{.../ 

~ ' DEPUTY 



I TITAN REsoURcES. L.P. 

June 11 , 1998 

Mr. Drew Reid 
Texas Gener al La nd Office 
Stephen F. Aus tin Building 
1700 North Congress Avenue 
Austin, Texas 78701 

Re: Relinquishment Act Oil a nd Gas Lease 
Dorothy Halley Estill, Agent for the Sta te of Texas, Lessor 
C lay J ohnson, Lessee 
Reeves County. Texas 
Paragon Prospect 

Dear M r. Reid: 

With reference to our previous conversa tions pertaining to the captioned Oil and Gas Lease, enclosed please find 
the foll owing for your tiles and further ha ndling: 

I. Certified copy of Oil and Gas Lease dated May 11 , 1998, between the State of Texas, act ing by 
and through its Agent, Dorothy Halley Estill, said Agent referred to as the owner of the soil, and 
Clay Johnson, Lessee, covering theN 1/8 of E/2 of Section 31 and N/2 lf2N/2 of Section 44, Block 
56, PSL, in Reeves County, Texas, which has been duly filed and reco rded in the O il a nd Gas 
Lease Records of R eeves County, Texas. T itan Lease No. TX299-389-078-000-00. 

2. T ita n Reso urces, L.P. C heck No. 1870 made payable to the order o f Commissioner of the 
General Land O ffice of the tate of Texas in the amount of S3,240.00, r epresenting payment in 
full of lease bonus consideration (l/2 due the State of Texas) for the above mentioned Oil and 
Gas Lease. 

3. Tita n Resources, L.P. Check No. 1869 made payable to the order o f Commissioner of the 
General Land Office of the State of Texas in the amount of $125.00, representing the required 
processing a nd filin g fee for handling this matter . 

Please advise this office of the ass igned Mineral Number for the enclosed lease when it has been processed and 
duly filed in your records. If additional information is r equired, please do not hesitate to contact the undersigned. 
T hank you for yo ur continued coopera tion and courtesy in this matter. 

/gm/wb 
Enclosures 

Very truly yours, 

~ , ~ I rfyt)t_, ~lo - ,uh' d6 e I~ 
$ec, C(t( _ q,_, N/:2..JV/'J-

500 W. Texas • Suite 500 • Midland, Texas 79701 • Fax: (915) 687-3863 • Office : (915) 682-6612 
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ACQU~SITIB~~'Kfi~~~~~lER OF THE GENERAL LAND OFFICE 
PARAGON #299: Lcase Bonus 

~ 
Payment in full of the 1/2 of lease bonus 
consideration due the tate of Texas 
for Oil and Gas Lease dated 05111/98 from 
from the tate of Texas by Agent. 
Dorothy I Ialiey Estill, Lessors. in 
favor of Clay Johnson. Lessee. 
covering the 1/8 of E/2 of 

cction 31 and /2N/2 /2 of 
cction 44, Block 56, P L, 

Reeves County, Texas 

6/5/98 

98053819 
Checking Lease Bonus 

TITAN RESOURCES, L.P 
ACQUISITI@~i&!KtA§~j~~~JER OF THE GE ERAL LA D OFFICE 

PARAGON #299:Lease Bonus 

• • • . . . ... .... 
• • • •• • 

• 
•••• • .... .. . 

• • • •• 

• •• • • • .... 

Checking Lease Bonus 

Payment in full of the 1/2 of lease bonus 
consideration due the tate of Texas 
for Oil and Gas Lease dated 05/11/98 from 
from the tate of Texas by Agent. 
Dorothy I Ialiey Estill, Lessors. in 
favor of Clay Johnson, Lessee, 
covering theN I /8 of E/2 of 

cction 3 I and N/2 /2N/2 of 
cction 44. Block 56, PSL, 

Reeves County, Texas 

6/5/98 

001870 
3,240.00 

/7() 

x._ 3.240.00 

001870 
3.240.00 

3.240.00 



ACQUISITI8N CHECKING . . 
• OMM ISSIONER OF T ilE GENERAL LAND OFFICE 
PARAGON #299:GLO Filing & Processing Fees Payment in fu ll of the liling and 

processing fees due the tate 
of Texas for Oil and Gas Lease dated 
05/ 11 /98 from the tate of Texas by Agent. 
Dorothy I Ialley Estill, Lessors. in 
favor of Clay Johnson, Lessee, 
covering theN 1/8 of E/2 of 
Section 31 and N/2N/2N/2 of 

ection 44, Block 56. PSL. 
Reeves County. Texas 

6/5/98 

Checking GLO Filing and Processing Fees 
980538 18 

TITAN RESOURCES, L.P 

ACQUISITI8~rSf~S~~~ER OF TilE GENERAL LAND OFFICE 

PARAGON #299:GLO Pi ling & Processing Fees Payment in fu ll of the filing and 
processing fees due the tate 

••• . . . 
••• 
•••• • • • •• • 
• 
•• •• • •••• 

•• • . . . 
• • • 
• 

• •• • • • .... 

Checking 

of Texas for Oil and Gas Lease dated 
05/1 1/98 from the State of Texas by Agent. 
Dorothy I Iaiiey Estill. Lessors. in 
favor of Clay Johnson. Lessee. 
covering the N 1/8 of E/2 of 

ection 3 I and N/2N/2N/2 of 
Section 44, Block 56. PSL. 
Reeves County, Texas 

G LO Filing and Processing Fees 

6/5/98 

001869 
125.00 

)<J 125.00 

001869 
125.00 

125.00 



Mf /({J(Jffl 
ITEf'tl~ 
·o __ 
f (f) ,• ---·--------

DATE ~,&£:~-----

••• • • •••• 
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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: 31 Block: 56 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recommended~tt'c> 7 iO 9~ 
Not Recommended: ----

Comments: 

Lease Form 

Recommended: f )1J-1 ~Js /(( 
Not Recommended: ----

Comments: 

Bonus/Acre 

Rental/ Acre 

DATE: 09-Jul-98 

Base File #: 153197 

Abstract: 5983 

$50.00 

$1.00 

Spencer Reid, Senior Deputy Date: 1/z/ q f 
Recommended: ~ 
Not Recommended: ----

G Date: - - ----

Not Approved: ___ _ 



~~~M/3f2£ 
TO F~~M--------------------= 
DATE ~------



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-100090 
N/8 of E/2 of Sec. 31 & N/2 N/2 N/2 of Sec. 44 
Blk. 56, PSL 
Reeves County 

Dear Mr. Ready: 

Stephen F Aust1n Bu1ldmg 
t 700 North Congress Avenue 
Ausun. Texas 78701 · 1495 
(512) 463·5001 

The certified copy of the Relinquishment Act Lease covering the above referenced tract has 
been approved and filed in our records under mineral file number M-1 00090. Please refer to 
this number in all future correspondence concerning the lease. 

Your remittance of $3,365.00, 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. 

::~~ ~:1 
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MT:mrg 

~~: p .2Cf<l'D 

Pronled on recyCled paper w11h soybean 1nk 
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RAL REVIEW SHEET 

2480 GUOOjSt: L. Collier 

1.osscr: Estill, Dorothy Halley LBaso Data: 5/11/98 II _, 

LBssao: Clay Johnson Acres: 120 

LEASE IISCRFTlON 

Clll1ty 
REEVES 

Bas8 Flo No Part SOC. BID Twp StrVBY 

REEVES 

TERMS OFfERED 

Prmry T llf'Dt 

lknls/ Aa'lt 

Rllltal Aln 

Roy~: 

COMPARISONS 

Mf# 

Is years 

I 
c= 
~ 

L8SS88 

153197 

153196 

$so.oo 1 

$1 .oo 1 

N1/8 of E/2 

N/2, N/2, N/2 

31 56 00 PUBLIC SCHOOL LAND 

44 56 00 PUBLIC SCHOOL LAND 

TERMS RECOMMENIID 

Prina"y T 11'111 Is years ~ 

BlnJs/Ain c_ $so.oo 1 

Rlllta/ Aln c= $1 .00 I 

Roy~ @06 - ] 

Data Tll'lll Bmus/Ac. Rlllta/Ac. Roy~ llslD:B 

Abst# 
5983 

5982 

r-----------, .--I ----.,: r ~ L,_C __ __Jll ~ __ __,I ._____.I Last lBas8 

...----------, I I II I ~[ ===-=--=: 
~=====: ~===-:-=======~ ~====~ I : I II I L...---~ c= 1 c -11 1 c 
._____ _ ____, L___ _____ _J ~==~ I II : I I :====~ 

CIIIJIII1ta: !Paid up rental. 

Thursday, July 09, 1998 

32.. 
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