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Ceoeral Land Offic t 
Rtlloqulshmnt Act Luse For m 
Revistd , St pttmbtr 1997 

OIL.M'I'D CAS LEASE 

THIS AGREEMENT is made and entcred Into lhiJ 19 day of HaY 
agent, Rush McGuire dearin 1n 

BOO 

(Give Permanent Addrtss) 
herein referred to aslhc owner oflhe soil (whelher one or more), and, ___ C.;r;L;rJ\;r:Y:.,.,..;:J,.:O:-RN;,:.:.:;S~O-iN;'-;--,.=T"I:-=-r,.,..,-----
------------------------------------~2~0~3.7W~e~s~t~W~a~l~l~L~S**Ufl~t~e~8~0~0~------------~~~ 

Midland , TX 19701 
(Give Permanent Address) 

hereinal\er called Lessee. 

I. GRANTING CLAUSE. For and in consideration oflhe amounts sutcd below and of the covenants and agreements to be paid, kept and performed by 
Lessee under lhis lcasc. lhe Sure of Texas acting by and through lhe owner oflhe soil. hereby grants. leases and lets unto Lessee, for the sole and only purpose of 
prospecting and drilling for and producing oil and gas. laying pipe lines. building tanks, storing oil and building power.1tations. telephone lines and other stnlctwts 
lhcreon, to produce, save, talcc care of, trcill >nd transpon sald products oflhc lease,lhe following lands situilled in Reeves County, St.otc 
of Texas, to-wit: 

All of Section 2, save and except the SE/4 SE/4 , 
Block 59, Public School Land Survey 

conuinin._c ____o6'-"0'-"0'-'--a< res , more or less. The bonus consideration paid for lhis lease is as follows: 

To the Sutc ofTexas: Fifteen Thousand and 00/100---------------------------
Dollan(S 15,000.00 l 

Tolhcowncr oflhooil : Fifteen Thousand and 00/100--------------------------
Dollan(S 15 , 000 . 00 l 

Total bonus consideration: Thirty Thousand and 00/100--------------------------
Dollan(S 30,000.00 l 

The total bonuseonsiderotion paid represents I bonus o f Fifty and 00/100-----------------------
_______________ ,Dollars (S 50 • 00 ) peracre,on 600 net acres. 

2. TER.\1. Subject to the other provisions in thlilcase.lhis lease shall be for a term of Five { 5) yearS from this date 
(herein c3llcd 'primary term') and as lone thma.ftcr as oil and gas, or cathcr of them. 11 produced in paying quantities from said land. 
lu used in this lease, the term 'produced in paying quantities' means that the receipts from lhc sale or other authorized commercial use of the substance(s) covered 
exceed out o( pocket Opel'lltlonal expenses for lhc six months last pasL 

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (I) year from this date, this lease shall terminate, unless 
on or before such anniversary date Lessee shall pay or tender to lhc owner oflhe soil or to his credit in 
~ ~~ 
•• or its successors (which shall continue as lhc dcposatory regardless of changes in the ownership of 
said land), lhe amount specified below; in addition, Lessee shall pay ortcndcr to lhc COMMJSSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF 
TEXAS. AT AUSTIN, TEXAS, a like sum on or before said date. P~ymcnts under this paragraph shall operate as a rental and shall cover the privllcce of defcrrin& 
lhe commencement o( a well for one (I) year from said d~te. Payments under lhis patagl'llph shall be In lhe following amounts: 

To lhc owner of the soil: Three Hundred and 00 I 100----------------------------
Dollars (S 300 . 00 ~ 

TothcStatc ofTcxas: Tgree gundred and 00/100----------------------------
Dollan (S _00, 0_ . 

TowR~I~(S s~~o~M8dred and 0011 oo 

In • like manner and upon like payments or tenders annually, lhc commencement of a "'<II may be further deferred for successive penods o( one (I) year each durin& 
lhc primary term. All payments or tenders of renw to lhe owner oflhe soil may be made by check or sight clral\ o f Lessee, or any assignee oflhis leosc, and may be 
delivered on or before lhc rcnw paying date. lflhe bank dcsign111:d ln thts paragnph (or its successor bank) should ceosc to exist, suspend business, liquidate, faal or 
be succeeded by anolher bank, or for any reuon fail or refuse to accept rental , Lessee shall aot be held in default for failure to make such payments or tcndcrs of 
rcnw until thirty (30) days after the owner of the soil shall d<iivcr to Lessee a proper recordable instnJmcnt naming another bank as aacnt to receive such payments 
or tenders. 

True and Correct 
copy of 

Original filed in 
Reaves County 

Clerks Office 



4. PRODUcnON ROYAL TIES. Upon production of oil and/or gas. ~<sec >&rt« to pay or cousc to be paid onc·half(l/2) of the royalty 
provided for in this lease to the Commissioner of the G<:ncr.ll Land Office of the State of Texas, ot Austin, Texas, and onc-half{l/2) of such royalty to the owner of 
the soli: 

(A) OIL. Royalty payable on oil, which 15 defined as including all hydroc&rbons produced in a liquid form at the mouth of the well and also as all 
condensate, distillate, and other liquid hydrocarbons rccovm:d from oil or aas run through 1 scpantor or other cquipmcn~ 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 10 be determined by I) the highest posted price, plus premium, if any, offered or paid for oil, condensate, dis tillate, or other liquid 
hydrocarbons, respectively, of a like type and gnovity in the general area where produced and when run, or 2) the highest murlcct price thc.,of offc"'d or paid in the 
general area where produced and when run, or J) the gross proceeds of the sale thereof, whichever Is the greater. Lessee agrees that before any gas produced from the 
lcosed premises is sold, used or processed in a plan~ it will be run f.rce of COSt tO the royalty owners through an adequate oil and gas scpar.uor of conventional type, or 
other equipment at !cost as cflicicn~ so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirement that such gas be run 
through il scpat3tcr or other equipment may be waived in writ.ing by the royalty owners upon Juch terms and condilions as they pre.scribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined 
as oil in subpangnoph {A} above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of 
gasoline, liquid hydrocarbons or other producu) shall be 3 / 16 part of the gross production or the market value thereof, at the option of the 
owner of the soil or the Commissioner of the G<:ncnal Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in 
the gcncrol orca where produced and when run, or the gross price paid or offered to the produe<r, whichever is the greater, provided that the moximum prt$SUR: base 
in measuring the gas under this lease shall not at any time exceed 14.6S pounds per square inch absolute, and the standard base temperature shall be sixty (60) 
degrees Fllhrcnhci~ conrcc tion to be made for pressure according to Boyle's Law, and for specific gravity according to tesu made by the Balance Method or by the 
most approved method of testing being used by the industry at the time of iCsting. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 3/1 6 port of the residue gas and the liquid hydrocarbons extracted or the market value thc.,of, at the option of the 
owner of the soil or the Commissioner of the G<:ncr.ll Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable 10 gas produc:cd from this lcosc, and on fifty percent (SO%), or that percent accruing to Lessee, whichever is the greater, of the 
tout plant production ofliquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons arc recovered from gas processed 
in a plant in which Lessee (or iu pa.rcn~ subsidiary or affiliate) owns an intcres~ then the perccnuge applicable to liquid hydrocarbons shall be fifty percent (SO%) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated 31 urn's length (or if there is no such third 
party, the highest percent then being specified in processing agreemcnu or contracts in the industry), whichever is the greater. The respective royalties on residue gas 
and on liquid hydrocarbons shall be determined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of companble quality in the 
gcncrol area. or 2) the gross pric:c paid or offered for such residue gas (or the weighted average gross selling price for the respective gnodcs of liquid hydrocarbons), 
whichever is the greater. In no even~ however, shall the royalties payable under this paragraph be less than the royalucs which would have been due had the gas not 
been processed. 

(D) OTHER PRODUCTS. Royalty on corbon black, sulphur or any other producu produced or manufactured from gas (cxccyting liquid hydrocarbons) 
whether said gas be ' casinghead," "dry," or any other gas, by fractionating, burning or any other proe<ssing shall be 3 / 16 port of the 
gross production of such producu. or the market value thereof, 111 the option of the owner of the soil or the Commissioner of the Gcncr.ll U11d Office. such market 
value 10 be determined as follows: l ) on the basis of the highest market 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 clth product for the same month in which such producu arc produced; whichever is the greotcr. 

S. MINIMUM ROYAL TV. During any year after the expiration of the primary tenn 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 total annual delay rental herein provided; otherwise, there shall be due and payable on or 
before the last day of the month succeeding the anniversary date of this lease • sum equal to the total annual rental less the amount of royalties paid during the 
preceding year. If Paragraph 3 of this leosc docs not specify a delay rental arnounl then for the purposes of this p:u;~graph, the delay rental amount shall be one 
dollar (S 1.00) per acre. 

6. ROYAL TV IN KIND. Notwithstanding any other provision in this lease, at any time or from time IO 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 
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the G<:ner.ll Land Offic:c's right to t:lke iu royalty in 
kind shall not diminish or negate the· owner of the soil's or the Commissioner of the G<:ncr.ll L011d Office's righu or Lessee's obligations, whether express or implied, 
under th is lease. 

7. NO DEDUcnONS. Lessee agrees that all royalties accruing under this leosc (including those poid in kind) shall be without deduction for the cost of 
producing, gathering, storing, separating, treat ing, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other products 
hereunder ready for sale or usc. Lessee agrees to compute and pay royaltic.s on the gross value received, including any re imbursements for severance t:!Xes and 
production related cosu. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proponionale share of any fuel used to 
process gas produced hereunder in any processing planl Notwithstanding any other provision of this lease, and subjeetto the wrincn consent of the owner of the soil 
and the Commissioner of the G<:ncr.ll Land Office, Luscc may recycle gas fo r gas lift purposes on the leased premises or for injection into any oil or gas producing 
formation underlying the leased premises after the liquid hydroe.arbons 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 ~ssee in a manner which entitles the royalty owners to a royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royoltics not taken in kind shall be paid to the Commissioner of the Gencr.ll Land Office al Austin, 
T cxas. in Lhe following manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules cunrcntly provide thatroyalty on oil is due 
and must be received in the G<:ncr.ll Land Offic:c on or before the Sth day of the second month succeeding the month of production, and royalty on gas is due and 
must be received in the G<:ncr.ll Land Office on or before the I Sth day of the second month succeeding the month of production, accompanied by the affidavit of the 
o"ner. manager or other authorized ogcn~ completed in the form and manner prescribed by the Gencr.ll Land Office and showing the gross amount and disposition of 
all oil and gas produced and the market value of the oil and gas, together with a copy of all documcnu, records or reports confirming the gross production, disposition 
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:l.lld millkct value Including gas meter rcadinss. pipeline ree<:ipts, gas line ree<: ipts :l.lld other checks or mcmorond• of amount produe<:d and put into pipelines, unks, 
or pools :l.lld sas lines or gas stOr3&C, and 11ny other reporu or records which the General Land Office may require to verify the gross production, disposition :l.lld 
market value. In all cases the authority of a m:l.llagcr or ascnt to act for the Lessee herein must be filed In the General Land Offic:<:. Each royalty payment shall be 
accompanied by a check sNb. schedule, summary or other n:mi!Wie<: ad vie<: showin& by the assi&ncd Gcncrtl Land Office lease number the amount of royalty being 
pilid on each lease. If Lessee pays his royalty on or bcfon: thiny (30) days afttr the royalty payment was due, then Lessee owes a penalty of S~~ on the royalty or 
S2S.OO, whichever Is grr•tcr. A royalty payment which is over thiny (30) days Ilk shall accrue a penalty of 10~. of the royalty due or S2S.OO whichever Is greater. 
In addition to a penalty, roy:lltics shall accrue lntcrut at a rate of 12% per year, such interest will besin ac<:ruin& when the royalty is sixty (60) days overdue 
Affidavits and supponln& documents which arc not filed when due sh:lll incur a penalty in 11n il!nOunt set by the Gcncrtl Land Offic:<: administrative rule which Is 
effective on the date when the affidavits or supporting documents were due. The l.e$scc shall bear all responsibility for paying or uusin& royalties to be paid as 
prcsc:ribed by the due dik provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's ri&)lt of forfeiture as provided by law 
nor act to postpone the date on which royalties "'~re originally due. The above penalty provisions shall not apply In cases ofti~c dispute as to the State's ponion of 
the royalty or to that ponion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OniER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Offic:.: with 
its best possible estimate of oil and gas reserves undcrlyin& this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under 
whicJ. gas is sold or processed and all subsequent agrrcmcnu and amendments to such contracts within thiny (30) days after entering into or making such contracts, 
agreements or amendments. Such contracts 11nd agreements when n:e<:ived by the General Land Office shall be held in confidcne<: by the General Land Office unless 
otherwise authori~cd by Lessee. All other contracts and records penaining to the production, transporution, sale and marketing of the oil and gas produe<:d on said 
premises, including the books :l.lld accounts, n:c:<:ipts and disehar&cs of all wells, tanks, pools, meters, :l.lld pipelines shall at all times be subject to inspection :l.lld 
cxltllinatlon by the Commissioner o( the Gcncr:ll Land Office, the Anomcy General, the Governor, or the representative of any of them. 

(B) PER.'-'IITS, DRILI..ISG RECORDS. Wrincn notie<: of all opeDtions on this lease shall be submincd to the Commissioner or the General 
Land Office by Lessee or opemor five (S) days before spud date, workovcr, re-cntzy, temporary abandonment or plug and abandonment of any well or wells. Such 
wrincn notice to the General Land Office shall ineludc copocs or !Uilroad Commission forms for applic>t ion to drill. Copies of well tesu, completion reporu and 
plugging rcporu shall be supplied to the General Land Office at the time they :ttc filed with the Texas !Uilroad Commission. All appl ications. permits, reporu or 
other filin&S that reference this lease or any specific well on the leased premises and thai arc submincd to the Texas Railroad Commission or any other aovcmmcnw 
ascncy shall include the word "State" in the title. Addition>lly, in accordance with Railroad Commission Nics, any si&nagc on the leased premises for the purpose of 
identifying wells. tank bancrics or other associated improvements to the land must also include the word "State." l.e$scc shall supply the General Land Office with 
any records, memoranda. accounts, reporu. cunings and cores, or other informuion relative to the ope.m ion of the above-described prcmisu , which may be 
requested by the General Land Office, In addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the 
bore-hole section. from the base or the surface casing to the total depth or well, or all wells drilled on the above described premises and shall transmit • true copy of 
the log of each swvcy on each well to the Gcncr:ll Land Office within fifteen (IS) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever rcporu, documcniS or other materials arc not filed In the General Land Office when 
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the Gcncr:ll 
Land Office. 

II . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TEIL'vl IL during the primary term hereof and prior to discovery and production 
o( oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the pnmary term hereof and after the discovery and acNal production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lc.asc shall not tcrminl.le if on or before the expiration of sixty (60) days from 
dote of completion of said dry hole or c:<:ssal ion of production Lessee commcnccJ addotional drilling or re"orking operBtions thcn:on, or pays or tenders the next 
annu:ll delay rental in the same manner u provided in this lease. If, during the last yc:tt of the primary term or within sixty (60) days prior thereto. a dry hole be 
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's ri&hts shall remain in full force and cffcn without funhcr operations 
until the "PirBtion of the primary term; and if Lessee has not n:sumcd production in paying quantities at the expiration of the primary term, Lessee may mainu in this 
lc:uc by conducting additional drilling or reworking operations pursu:l.lltto Paragraph 13, usmg the expiration of the primary term as the date of cessation or 
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
primary term hereof, Leuec may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
cxpir3tion of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such paymcn~ this lease shall ipso facto 
terminate. I fat the expiration of the primary term or any time thereafter a shut-in oil or go.s "ell is located on lhc leased premises, paymcniS may be made in 
occordancc with the shut-In provisions hereof. 

12. DRILLING AND REWORKING AT E.XPIMTION OF PRIMARY TERM. If. at the expiration of the primary term, ne ither oil nor gas is beln& 
produced on uid land, but Lessee Is then engaged in drill ing or rc"orlcin& operations thereon, this lease shall remain in force so long as Optratlons on said well or for 
drill in& or reworking of any additlonal well arc prosecuted in good faith :l.lld In workmanlike manner without interrup tions toul ina more than sixty (60) days during 
any one such operation. and if they result in the production of oil and/or gas, so Ions thcrcafttr as oil and/or gas Is produced in paying quantities from said land, or 
payment of shut-in oil or go.s well royalties or compens•tory royalties is made as provided in this lease. 

13. CESSATION. DRILLING, AND REWORKING. If. al\cr the cxpiratton o( the pnmary term, production o( oil or gas from the leased premises, after 
once obuincd, should cease from any cause. this lease shall not terminate If l.e$scc commences additional drilling or reworking operations within sixty (60) da:-s 
after such c:<:ssat ion, and this lease shall remain in full for« and effect for so long as such operations eontonuc in good faith and in workmanlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or rcworlcing operations ruult in the production of oil or gas. the lc:ue shall remain in full force :l.lld 
effect for so I on a as oil or gas is produced from the leased premises in payin& quanutics or payment o( shut-in oil or gas well royal toes or payment of compensatory 
royalties is made as provided herein or as provided by law. I( the drilhng or reworking operations result in the completion ofa well as a dry hole, the lease will not 
tcrminotc if the Lessee commences additional drilling or reworking opentions wtthin sixty (60) d•ys after the completion of the v.cll as a dry hole, and thiJ lc:uc 
sh:lll remain In effect so long as Lessee continues drilling or reworking operations in good faith and tn • workmanlike m:w~cr without tntcrrupllons towing more 
than sixty (60) days. Lessee shall give wrincn no tie<: to the General Land Office withtn th1ny (30) doys of any ccssot ion of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" mc:uu any well that has been ass i&ncd a well number by the state agency having 
jurisdiction over the production of oil and gas. If. at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in 
fore<: :1nd cffcc~ a well C3pable of producing oil or gas in paying quantities is loc31cd on the leased premises, but oil or gas Is not being produced for lack of su•Ublc 
production fac ilities or lack of a su•tablc markcL then Lessee may pay as ashut-in oil or gas royalty an amount equal to double the annual rental provided in lhc 
lease, but not less than S 1.200 a yc:tt for each well capable of producing oil or gas in paying quantities. If Pa.ragraph J of this lease docs notspectfy a delay rent•l 
amoun~ then for the purposes of this paragr.1ph, the delay rental amount shall be one doll"' (Sl.OO) per acre. To be effective, c•ch inotial shut-in oil or &as royalty 
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must be paid on or before: (I) the expiration of the primary tcnn, (2) 60 days allcr the Lessee cc3ScS to produce oil or gas from the lcoscd premises, or (3) 60 days 
after Lessee completes a drilling or rcworlc.ing operation in accordance with the lease pn>visions: whichever date is latcSL Such payment shall be made onc-half(l/2) 
to the Commissioner of the General Land Office and onc-half(l/2) to the owner of the soil. lrthc shut-in oil or gas royalty is paid, the lease shall be considered to be 
a pn>ducing lease ond 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 pn>duction ceased. and, after tha~ if no suitable pn>duction facilities or suitable market for the oil or gas cxisu, Lessee may extend the 
lease for four more suc«S.sive periods of one (I) year by paying the same amount each year on or before: the expiration of each shut·in yu.r. 

I 5. COMPENSATORY ROYAL TIES. If. during the period the lease is kept in cffccc by payment of the shut-in oil or gas n>yalty, oil or gas is sold and 
delivered in paying quantities from a wcllloca~d within one thousand (1,000) feet of the lcoscd premises and complc~d in the same pn>ducing reservoir, or in any 
case in which dr2inagc is occurring. the right to continue to maintain the lease by paying the shut· ln oil or g:u royalty shaJI cc:uc, but the lease shaJI remain effective 
for the remainder of the year for which the n>yalty has been paid. The Lessee may maintain the lease for four more succe>Sive yem by Lessee paying compensatory 
royalty 01 the royalty rate provided in the lease of the market value of production from the well causing the dr.tinage or which is comple~d in the same pn>ducing 
reservoir ond within one thousand (1.000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half(l/2) to the Commissioner of the 
General Land Office and one-half ( 112) to the owner of the soil, beginning on or before the last day or the month following the month in which the oil or gas Is 
produced from the well causing the drainage or that Is complc~d in the same producing reservoir and located within one thousand (1.000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period Is in an amount less than the annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty paymcnu which arc not timely paid will accrue penalty and interest In 
accordance with P:u-agraph 9 of th is 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 Commissionc(s written approval, the 
payment of compensatory royalties con satisfy the obligation 10 drill ofllct wells. 

16. RETAINED ACREAGE. Notwithstanding any pn>vision of this lease to the conlr1U)', after a W<ll producing or capable of pn>ducing oil or s:u has 
been completed on the leased premises, Lessee shall exercise the diligence ofa reasonably prudent operator in drilling such additional well or wells as may be 
rc:uonably necessary for lhc proper dcvc!opmcnt of Lhc leased premisu and in marlccting the production thereon. 

(A) VERTICAL. In the event this lease Is in force and cffca two (2) years after the cx;iration date of the primary or extended term it shall then tcrmin&~c 
3S tO all of the lc:ucd premises, EXCEPT (I) 40 acres surrounding each oil well capable ofproducong In paying quantities and 320 acres surrounding coch gas well 
capable of producing in poying quantities (including a shut-in oil or gas well as provided in Paragnph 14 hercoQ, or a well upon which Lessee Is then engaged in 
continuous drilling or reworking operations, or (2) the number of acres included in a pn>ducing pooled unit pursuant to Texas Narural Resources Code S2.1 S 1-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules 
and regulations of the Railroad Commission ofTcxas, or any successor agency, or other governmental authority havingjurisdietion. If at any time allcr the effective 
date of the partiaJ termination provisions hereof. the applicable fi eld rules arc changed or the well or wells located thcr<on arc reclassified so !hatless acreage is 
thcrea.llcr allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thcrc•tler alloc•tcd to s3id well or wells for 
production purposes. Norwiths!Mding the termination of this lease as to a portion of the lands covered hereby. Lessee shall nevertheless continue to hove the right of 
ingress to and egress from the lands still subject tO this lease for all purposes described in P>.ragraph I hereof, together with casements and rights-<lf-way for existing 
roads, existing pipelines ond other existing facilities on, over and across all the lands described in Paragraph I hercof("the retaoncd lands'), for access to and from the 
reta ined lands and for the gathcnng or trnnsporution of oil, gas ond other minerals produced from the retained lands. 

fill! !OR:!i!OIFfi\i:: In d.c cocm dlis lc:uc Is in fotu: wtd cffi:et cwo (2) )CW 3 eftct dt< cwpitotion date of dt< ptiii.W) 01 cXimdcd tCilii it oho:ll futdiCt 
tco.liiiJIC :u to all dcpd.s below tee feet bcto" diC tot:<l dcpdt dt:llcd (hctdiiaftct "dec;ct dcpdu"j i11 eoeh ell locoicd 011 ocrcosc tc toi11ed i11 Pw ogtoph 16 (.'t) 
ale e. uii lcll on 01 bef<ae t110 ti!l J <WJ :rft. t dte ptiiii&) 01 c.c.ud. d tCIIII Lencc p . J S "'' ""'"""t e~uol t o ""' ho!f (IRj ofd.e bct.w ot:g;iioll) paid iG 

G9ASi~IFI IiBA Jar W'is leMa (as JpeeiFicd: en ;set:e J herco~. lfst:teh amettfll iJ pai~. ll'tislllltit 'hall~. iA fane M&a et:f.4al M te eweh !leeper elcpt!u. au~ Jeio4 
toRXIiAali;A duJI ~ ~ ~•laytd fe r au additieruH J'er iad eft e ~) )'1815 Mil &B I BAg ~~Ft~tr a£ gil ;r 8" it pr;r;kc•" iA payiRB 'llJa.Atitil£ fire"' &weh iiiiJ'If d e~~' 
coHtrod b)' t~il ln oc. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with 
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial 
termination of this lease as provided herein. Lessee shall c~ccutc and record a release or re lcoses contAining a satisfactory legal description of !he acreage and/or 
depths no t retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the Olin& fcc prescribed 
by the Gcner:ll Land Office rules in effect on the date the release is filed. If Lessee fails or refuse.\ 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 a1 his sole discretion may designate by wria.en instrument the acrc•gc and/or 
depths to be rclel>Scd hereunder and record such Instrument at Lessee's expense in the county or counties where the lca.sc is located and in the official records of the 
General Land Office ond such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor n>yaltics paid. or 10 be paid. under this lcosc shall re lieve Lessee of his obligation to proteCI 
the oil and gas under the above-described land from being drained. Lessee, sublessee. rece iver or other agent in conuol of the i<ascd premises shall drill as many 
wells as the facu may justify and shall usc appropria~ means and drill10 a depth necessary to prevent undue drainage of oil and ga.s from the leased premises. In 
addtuon. if oil and/or gas should be pn>duccd in commercial quantities within 1,000 feet of the leased premises. or in any case where the leased premises is being 
drained by production of oil or gas. the Lessee. sublessee, receiver or other agent in contrOl of the leased premises shall in good faith begin the drilling of a well or 
"ells upon the leased premises within 100 days aJicr the dr.tining well or wells or the well or wells completed within 1,000 feet of the leased premises start produeing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the starutory ofTsct obligation may subject this lease and the o"11cr of the 
soil's agency rights to forfeiture. Only upon the determination of !he Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under thiS paragraph. 

18. FORCE MAJEURE. If, after a good faith cfTo~ Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling oper:ttions on the te:ued premises, or from producing oil or g:u !rom the le3.Sed premises by rc3.Son of war, rebellion, riots, suikes, a<:ts of God, or 
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such co,·enant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covcnant.s; additionally, this lease shall be extended while Lessee is pr<vcntcd, by any such cause, 
from conducting drilling ond reworking operntions or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the 
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or pn>duction of oil 
or gas. 

,· 
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19. WARRANTY CLAUSE. The owner of the soil warnnts and agrees to defend tiUc to the leased premiles. If the owner of the soil defaults In 
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, ta.<es or other liens 
on the leased prcmilcs. If Lessee makes payments on behalf o f the owner of the soil under thil paragraph, !.usee may recover the cost o f 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 lu.s than the enti re undivided surface eswc in the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him 
in the proportion which his interest beiii'S tO the entire undivided surface cswe and the royalties and rental herein provided to be paid to the Commissioner of the 
General Land O ffi ce of the State of Tcxas shall be likewise proport ionately reduced. However, before Lcl.scc adju.sts the royalty or rental due to the Commissioner of 
the General Land Office. Lessee or his authorized reprcscnwlvc mu.st submit to the Commilsloncr of the General Land Office a wrincn statement which explains the 
discrepancy between the interest purportedly lcoscd under th is lease and 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 to any undivided interest not covered by a lease, Ju.s the proportlonlle development and production 
cost allocoblc to such undivided interesL However, in no event shall the Commissioner of the Gcncnl Land Office receive as a royalry on the gross production 
allocable to the undivided interut not leased an amount less than the value ofonc·sixt«nth (1116) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during tile primary term, a portion of the land covered by th is lc:uc is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code SeC! ions 52. 15 1·52.1 54, or 
If, at any time after the expiration of the primary term or the extended term. this lc:ue coven a lesser number of acres than the total amount described herein. 
payments that arc made o n a per acre basil hereunder shall be reduced according to the number of acre.s pooled, released, .surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the terms ofthilleasc during the primary term shall be ealcul11cd based upon the number of acres outside the 
boundaries of a pooled unit, or, lfai\A:r the expiration of the primary term. the number of acres actually retained and CO\'trtd by this lease 

21. USE OF WATER. Lessee shall have the ri&ht to U.S< water produced on said land necessary for operations under this lease except water from -.ells or 
t.anks of the owner of the soil; provided, however, Lessee shall not usc potable water or water suitable for livestock or irrigation purpo.scs for warcrflood operations 
without the prior consent of the owner of the soil. 

22. AUTHORlZED DAMAGES. Lessee shall pay the owner of the soil for damages cau.scd by Its openuions to all penonal propcrry, improvements, 
livestock and crops on said land. 

lJ. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bwy its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No we ll shall be drilled nc=r than twO hundred (200) f«t to any hou.se or bam now on said premises without the 
wrincn consent o f the owner of the soli. 

25. POLLUTION. In developing this area. Lessee shall u.s< the highest dc&ree ofc:uc and all proper safeguards 10 prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, natural waterways, riven and impounded Willet shall be prevented by the use of containment facilities sufficient to prc,cnt 
spillage, s<cpaa< or vound wot•r conwninatlon. In the event of pollution. Lessee shall usc all mc31\S at its disposal to recapture all escaped hydrocarbon.s or other 
pollut.ant and shall be responsible for all damage 10 public and private properties. Lessee shall build and maintain fences around its slu.sh, sump, and dr.linagc pots 
and t.ank bancncs so as to protect livestock against loss, damage or injwy; and upon completion or abandonment of any well or -.ells, Lessee shall fill and level all 
slush pits and tclliii'S and completely clean up the drilling site of all rubbish thereon. Lessee shoJI. while conducting operations on the lc:ucd premises, keep said 
premises free of all rubbish, c:oru, bonlcs, paper cups or aarbaac. and upon completion of operations shall restore the surface of the land to as ncar its onginol 
condition and contoun as is practicable. Tanks and equipment will be kept painted and prescnublc. 

26. RE!I-10V AI.. OF EQUIPMENT. Subject to limitations in thi.s pangraph. Lessee shall have the right to remove machinery and fixtures pl•ccd by 
Lessee on the lc:ucd premises, including the right to draw and remove casing, within one hundred twenty (120) days after the cxpirauon or the termination ofthos 
lease unlu.s the o"'ncr of the soil grants Lessee an extension of this 12G-<Iay period. Ho"'<>er, Lessee may not remove casing from any -.ell capable ofproducong oil 
and gas in p•yin& quantities. Additionally, Lessee may not draw and remove cas in& untolaftcr thorty (.30) days wroncn notice to the Commissioner of the General 
Land OO'oec and t.o the owner of the soil. The owner o f the soil shall become the owner of any machinery, fixtures, or casing -.hich ~not umcly removed by Lessee 
under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the ri!hts and estates of either party to this 
lc3Sc may be wigncd, in whole or in pilL and the provisions of this lease shal l extend to and be bondina upon their he in, dcvisees,Jcaal representatives, succ:csson 
and assigns. Ho,.cvcr, a change or division in owncnhip of the land. rcot.als, or royalties will not enlarge the obliaations of lessee, dimino.sh the rights, privolcaes 
and estates of lessee, lmpa.ir the dTcctlvcncss of any payment made by Lessee or impair the d!'cctivcncss of any oct performed by Lessee. And no change or 
division in ownmhip of the land, rentals , or royalties shoJI bind Lessee for any purpose until th.irry (.30) days ai\A:r the owner of the soil (or his he in, devisees, lcgol 
representatives or assigns) furnishes the Lessee with satisfactory wrincn evidence of the change in owncnhip,Jncluding the originlll recorded munimcnts o f title (or a 
certified copy o f such original) when the owncnhip changed because of a conveyance:. A total or partial assignment of this lease shal l, to the extent of the Interest 
ass.igncd, relieve and discharge Lessee of all subsequent obligations under this Jc:uc. If this lc:uc is assigned In Its entirety :u to only plt'l of the acrcogc, the right and 
option to pay rent.als shoJI be apponioned as between the severo! owncn ratably, according 10 the area of each, and failure by one or more of them 10 pay his share of 
the rental shoJI not a/Teet this lease on the part of the land upon which pro rata rentals arc timely paid or tendered; however, iftheassi&nor or assignee docs not file a 
cenificd copy of such assignment in the General Land Office before the next rental paylna date, the entire lease shall terminate for failure to pay the entire rental due 
under Pilt2s~ph J Every assignee shall succeed to all rights and be subject to oll obligations, liabilities, and penalties owed to the State by the original lessee or any 
pnor assignee of the Jc:uc, including any liabilities to the Sutc for unpaid royalties. 

(B) ASSIGNt.I.ENr UMJTATION. Notwithsundin& any provision in Pananph 27(a), if the owner of the soil acquires this Jcosc in whole or in part by 
:usignmcnt without the prior wrincn approval of the Commissioner of the General Land Offic:<:. this Jc:uc is void as o f the time of assignment and the agency power 
of the owner may be forfcotcd by the Commissioner. An assignment will be tn:atcd as If it were made 10 the owner of thcsoil if the ass I &nee is: 

(I) a nominee of the owner of the soil; 
(2) a corpomion or subsidiary in "'hich the owner of the soil is a principal stockholder or Is an employee of such a corporation or subsidiary; 
(3) a partnmhop in which the owner o f the soil ila partner or is an employe: of such • patUlcnhip; 
(4) a principal stockholder orcmploycc of the corporation which os the owner of the soil; 
(5) a partner or employee in a partncnhip which is the owner of the soil, 
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36. EWIRONMENT Al. H.AZAR.OS. wsce shall w e the highest de &fCC of care ond all re:uonablc so!cguards to prevent conwnination or pollution of 
any cnvironmenta.J me diu~ includin& soil • .surface W21Crs. JtOundW3.tcr. sedimentS. and surface or subsurface stn.La.. 3.tnbicnt air or any other cnvironmcnuJ medium 
in. on. or under, the lc:ucd premises, by any Wii.Ste, pollutan~ or cont.aminanL Lessee shall not bring or permit to remain on the leased premises any asbestos 
conuining mlllcrials, explosives, toxic mlll<rials, or subsWl~s regulated as haurdous was~. haz.ardous materials, haz.ardous substance• (as the tcnm " Huudous 
Substan~" Is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA). 42 U.S.C. ScctioM 9601, ct seq.), or toxic 
substances under any fcdc.-.1, JW<, o r lo<>l law or regulation iHaurdous Materials"), cxcq>t ordinary products commonly used in COMcction with oil and J&S 
exploration 111d development operation• :>nd stored in the usual manner 111d quantiliu . LESSEE'S VIOLA TIO:"' OF THE FOREGOING P ROHJBm O:"' 
SHALL CONSTITtiTE A MATERIAL BREACH A.'ID DEFAULT HEREUNDER A>'l> LESSEE SHALL L"'DE.\t'IIFY, ROLD HAR.\ILESS Al'ID 
DEFEND THE STATE OF n :X.A.S A>'l> TlU: OWNER OF Tli.E SOIL FROM A>'ID AGAINST ANY C LAJ.\15, DA.\ IAGES. JUDGM L'ITS, P E.'IALTIES. 
LIABILITIES, Al'ID COSTS (INCLUDING REASONABLE ATTOR.'iEYS' FEES A.'l> COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION O F THE FOREGOING PRO HIBmON O R (11) THE PR£SL'<CE, RELEASE. OR DISPOSAL OF -"''Y HAZARDOUS MA TI:RU.LS ON, 
UNDE:R. OR A BOUT THE: LEASED PRE.\I JSES DUJUNG LESSEE'S OCCUPA.'iCY O R COI'oiROL OF THE LEASED PRE.\IJSES. LESSEE SHALL 
CLEAN UP. RE.\I OVE, RE.\IEDY A>'l> REPAIR A.'<¥ SOIL OR GROUJ',l> WATER COI'o'TA.\ !lNATlON A.'ID DA.'I;!AGE CAUSED BY Ttu: 
PRESENCE O R RELEASE OF A..'i¥ HAVJU>OUS MA TERlALS IN, 0 1'. UNDER. OR ABO tiT TltE LEASED PRE.\IISES DURING LESSEE'S 
OCCUPA.'iCY O F THE L EASED PRE.\t1SES IN CONFOR.\1A.'iCE WTili THE REQUOU:.\U:;>.'TS O F APPLICABLE LAW. THIS 
INDE.\ INIFICA TION A.'ID ASSU.\1J'TION SHALL APPLY, BtfT IS NOT LIMtn:D T O, LIABILITY FOR RESPONSE ACTIONS UNDERTA KE:"' 
PliRSUA."'T T O CERCI..A OR ANY OTHER ENYIRONME:"'T AI.. LAW OR REGIJLA TION. LESSEE S•U.LL 1.\1.\IEDIA TEL Y GIVE THE STAn: OF 
TE."<.AS A.'ID TliE OW;o.iER O F TliE SOU. WJU'TTE:"' NOTICE OF A.'i¥ BREACH OR SUSPECTED BREACH OF TinS PARAGRAPH, UPON 
LEAR.'iiNC O F THE PR£SE...,C£ OF M'Y HAZARDOUS ~·!A TERlALS. OR UPON RECEJVV(G A :"/OTICE FR0.\1 A.'i¥ GOVER.'IMD'T A 1.. 
ACE:"'CY PERT AINING T O HAZARDOUS .\lA TI:RIALS WHI CH .\lAY AFFECT ntE LEASED PR.DtJSES. THE OBLIGA TlOl'iS OF LESSEE 
HEREUNDER SHALL SliRVJVE TilE EXPIRATION OR EARLIER 'fER.\l lNATlON, F OR A.NY REASO:"/, OF ntiS AGREEME:O.'T. 

37. APPLJCABLE LAW. ThiJ lease is iuucd under the provisions ofToxas Natun.l Resources Code 52.171 thn:>ugh 52.190, commonly known as the 
Relinquishment Ac~ and other applicable st.a.rutes and amendments thcrtto. ;;md if2ny provision in this lc3Sc doc.s not conform to these surutcs. the surutc s wilt 
prcv:ail over 1111y nonconforming lc3.3c provisions. 

33. EXEClJT10N. This oil 111d gaslc>Jc must be sicncd 111d acknowlcdscd by the Lessee before It is flied of record in the county records and In the 
G<:ncral Land Office of the Stat< ofTcx>J. Once the fllin& requirements found in Paragr:tph 39 of this lc:uc have been satisfied, the effective date ofthiJlc>Jc shall 
be the date found on Page I. 

39. LEASE FILING. Punu:>nt to Chapter 9 of the Tcx:u Bu.incss :>nd Commerce Code, this lc:uc must be fil ed of record in the office of the C ounty 
Clerk in any coun:y in which :Ill or any pan of the lc>Jcd premiJcs is locat<d. 111d ccrtlficd copic.s thereof must be flied in the General Land Office. This lc:uc is not 
effective until • certified copy of this lease (which is made 111d certified by the County Clerk from his records) IJ flied in the G<:nc.-.1 L:>nd Office in accord:>ncc with 
Tcx:u Naru.-.1 Resources Code 52. 183. Additionally, thiJic:uc shall not be bindin& upon the St.atc unless it recites the acrual 111d true coMidcrotion paid or promised 

'" "'"''" •<•• '=' Tho"""'"' •• •~~;;•m,m, '""' ""''" "" • •• "'""" ._., Offio. 

LESSEE 
BY: CLAY JOHNSON 

TITI..E: _ _ _ -:--a?)--7.~------

DA TE:____;-..5:::::_· ;0..=...-J.-/Q_:=.... _ ___ _ _ 

STATE OF TEXAS 

BY:.~~-~-~~~-~~----­
lndividually 111d as ascnt for the Su tc of Tu:u 

Date-- --- - - --- --- - - - - -

STATE OF TE."<.AS 

BY: M cG u i r e lndiv"""'i:-:d-ual...,.,..ly- an-:d-:u-ag-c-n-t .,..fo-r :-:th-e-:S::-:.-tc-or"'T=c-x_as _ _ __ _ 
pr operty 

Date: ________________ _ 

STATE OF TEXAS 

BY:...,..,.~-~-~--:--::---:-::,------­
lndividu:llly and IJ >acnt for the St>tc ofTcXIJ 

Dat•·-----------------

~ '._:__;; 
True and Correct 

copy of 
Original fi led in 
Reeves County 
Clerks Office 

/ 
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STATE OF ____________________ _ (CORPORA nON ACK.'IOWLEDGMENT) 

COUNTY OF __________________ _ 

BEFORE ME, the undersigned" authority, on thiJ day personally appe>red•------------------------------------------

known to me to be the person whose name is subscribed to the foregoing insuumen~ as. ____________________________________ .of 

-:--:---------,---:-:--:---:,--:-------:-:--:-----,----;---.,.--:------:-:-:-:;-:,-;-and aelcnowledged to me that he executed the same 
for the purposes and consideration therein expreued, In the c:3paeity siAl< d. and as the act and deed of said corporation. 

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

Nowy Public in and for-------------------

STATE OF __________________ ___ (CORPORA nON ACK.'IOWLEDGMENT) 

COUNTY OF __________________ __ 

DEFORE ~.uz. the undersigned •uthorirr. on this day personally appea:ed ________________________________________ _ 

known to me to be the person whose n:une is subscribed to the foregoing insuumen~ as. ____________________________________ .of 

-:--:---------,.---:-:--:------:-------:-:--:-----.,-----:---.,.--:------:-:-:-::--:,-;--""d acknowledged to me that he executed the same 
for the purpose• and consideration therein expressed, In the C3pacity sW<d. and as the aet and deed of said corporation. 

Given under my hand and se oJ of office this the _______ .day o f _______________ ~ 19 __ . 

Nowy Public in and for ------------------

(JNDMDUAL ACKNOV.L.EDGMEN'T) 

Before me, the unde igned authority, on this day pe:1onoJiy appe=d Bet t y Rush McGui r e 
dealing jo h er sole and separate pro pe r ty 

known to me to be the persons whose n:unes a:c subscribed to the foreaoing i nstrumen~ and acknowledged to me th31 they executed the s:une for the purposes and 
consideration therein expressed. 

Given under my hand and sell of office this the 

STATEOF TEXAS 

COUNTYOF MIDLAND 

SHANN01l RHl:A WHITE 
MY CVt.e~\J.SSl~~:~ O'PtRES 

Merch 26, 20C'() 

= 

·~·' ~~ Mci:~ 
Nowy Public in and for_-J/-~-'-Q<Q""'--'S=-----

(JNDIVlDUAL ACK.'IOV.L.EDGMENi) 

Before me, the unders igned authority, on this day personally appelted, _ ____ ,.C'-'1'-'a"-..y__,J"-!.<oCLhlJn"-"'s-"o!Jn"----------------

known to me to be the persons whose nllmeS a:e subscribed to the foregoing instrumen~ and acknowledged to me that they executed the same for the purposes and 
consideration therein expressed. · 

• / r G·i~en u~der my hand and seoJ of office ~/~~-:' _'_· ~),..:....:f.J:..,_ ____ .day of }1Jfl ~ I ;;~g~: : . 

·-----·- _ .. 

FILE NO. 1613 

MONICA MARLOWE 
NOTARY PUBLIC 

State of Texas 
Convn. Exp. 10-30.99 

FILED FOR RECORD ON THE~--~9~11i~·~---

DULY :RECORDED ON THE 1 011i • 

BY:/JiAU !uv /1,~ 

Gfrl~~ 
NowyPublic inandfor JU~ 

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

m'Y MOYISJON HERtiU YJ HICH RESIRICJ5 TP.E sm. RltiiAt. 
OR USE OF !HE OESCRIBf.D ou,1 PROrtiiiY ~~t:~USJ: Of C\iLO~ 
CR RACE IS IN'iAliO rNO Ull~tlFCRC(A~J.c_ l',:1£P • W: :\f.L 
LA,'J. .- ' • 

DAY OF JUNE A.D. 1998 AT 10:24 AM 
--~=----

DAY OF JUNE A.D. 1998 AT 2:00 P H 
) ----~~~------------
1 

DEPUTY 

I ' , .. ·, · . "-

DIANNE 0 • FLOREZ • COUNTY CLERK 

REEVES COUNTY • TEXAS 

True and Correct 
copy of 

Original filed in 
Reeves County 
Clerks Office 

I { . ~ 1 ... , 
J 

'-





I TITAN REsoURcES. L.P. 

June 11, 1998 

Mr. Drew Reid 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congr ess Avenue 
Austin, Texas 78701 

Re: Relinquishment Act Oil and Gas Lease 
Betty Rush McGuire, Agent for the State of Texas, Lessor 
Clay Johnson, Lessee 
Reeves County. Texas 
Paragon Prospect 

Dear Mr. Reid: 

With reference to our previous conversations pertaining to the captioned Oil and Gas Lease, enclosed please find 
the following fo r your files and further handling: 

1. Certified copy of Oil and Gas Lease dated May 19, 1998 between the State of Texas, acting by 
and through its Agent, Betty Rush McGuire, said Agent referred to as the owner of the soil , and 
C lay J ohnson, Lessee, covering all of Section 2, S&E the SE/4SE/4, Block 59, PSL, containing 
600 acres in Reeves County, Texas, which has been duly fil ed and recorded in the Oil and Gas 
Lease Records of Reeves County, Texas. T itan Lease No. TX299-389-086-000-00. 

2. T itan Resources, L.P. C heck o. 1894 made payable to the order of Commissioner of the 
General Land Office of the State of Texas in the amount of S15,000.00, representing payment 
in full of lease bonus consideration (1/2 due the State of Texas) for the above mentioned Oil and 
Gas Lease. 

3. Titan Resources, L.P. C heck o. 1893 made payable to the order of Commissioner of the 
General Land Office of the State of Texas in the amount of $125.00, representing the required 
processing and filing fee for handling this matter. 

Please advise this office of the assigned M in eral Number for the enclosed lease when it has been processed and 
duly filed in your r ecords. If ad ditional information is required, please do not hesitate to contact the undersigned. 
Thank you for your continued cooperation and courtesy in this matter. 

/gm/wb 
Enclosures 

~-;rfo 
~­

Q/_,W-

Very truly yours, 

500 W. Texas • Sui te 500 • Midland, Texas 7970 1 • Fax: (915) 687-0192 • Office: (915) 682-6612 
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ACQUISITION CHECKING 

COMMISSIONER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus Payment in full of the 112 of lease bonus 
considerat ion due the State 
of Texas for Oil and Gas Lease dated 
05/19/98 from the State of Texas by Agent. 
Betty Rush McGuire. Lessors. 
in favor of Clay Johnson, Lessee, 
covering all of ection 2. S&E 
the SE/4SE/4. Block 59. PSL. 
Reeves County. Texas. 

6/8/98 

Checking Lease Bonus 98053813 
TITAN RESOURCES, L.P. 

ACQ~ I~1!18&r5f/j/f~S)'~NER OF Ti lE GENERAL LAND OFFICE 

• • f>M AGON #299: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/ 19/98 from the Stale of Texas by Agent, 
•: • • Betty Rush McGuire, Lessors, 

• • • • in favor of Clay Johnson, Lessee. 
• • • • : covering all of Section 2, S&E 
• •• 
• 

• •• • • • •••• 

Checking 

the SE/4 E/4, Block 59. PSL, 
Reeves County, Texas. 

Lease Bonus 

618198 

001894 
15.000.00 

!7D 

X 15.ooo.oo 

001894 
15.000.00 

15,000.00 



I I I r\1" I IL..VVVI IVL..'-11 L. , l • r 

ACQUISITIO~ CHECKING 
COMMISS IONER OF THE GENERAL LAND OFFICE 

PARAGON #299:GLO Filing & Processing Fees 

" 
Payment in full of the filing and 
processing fees due the tate 
of Texas for Oi l and Gas Lease dated 
05/ 19/98 from the State of Texas by Agent, 
Beuy Rush McGuire, Lessors, 
in favor of Clay Johnson, Lessee. 
covering all of Section 2. S&E 
the E/4SEI4. Block 5~ P L, 
Reeves County. Texas. 

6/8/98 

Checking GLO Filing and Processing Fees 980538fl2 

TITAN RESOURCES, L.P. 

ACQUISITie~;&~'5~~~~ER OF TliE GE ERAL LA D OFFICE ... 
•. t>NtAGO #299:GLO Filing & Processing Fees Payment in full of the filing and 

•••• . . . 
•• • 
• 
•••• • •••• 

•• • • • • • •• 
• 

• •• • • • •••• 

Checking 

processing fees due the tate 
ofTexas for Oil and Gas Lease dated 
05/ 19/98 from the State of Texas by Agent, 
Betty Rush McGuire, Lessors . 
in favor of Clay Johnson. Lessee . 
covering all of Section 2, &E 
the SE/4SE/4, Block 59, PSL . 
Reeves County. Texas. 

GLO Filing and Processing Fees 

6/8/98 

001893 
125.00 

J7o 

X 125.00 

001893 
125.00 

125.00 
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TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
COM:MISSIONER :MEMORANDUM 

DATE: 04-Aug-98 

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: 2 Block: 59 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recommended: ~ a <f ·.98 
Not Recommended: 

Comments: 

Lease Form 

Recommended: 

Not Recommended: 

Comments: 

----

----

Bonus/Acre 

Rental/ Acre 

Date: 

Base File#: 100466 

Abstract: 2777 

$50.00 

$1 .00 

Spencer Reid, Senior Deputy 

Recommended: 
------

----
Not Recommended: - - --

Date: ------

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-100112 
All Sec. 2, save & except the SE/4 SE/4, 
Blk. 59, PSL 
Reeves County 

Dear Mr. Ready: 

Stephen F Aust1n Bu1ld1ng 
1 700 Nonh Congress Avenue 
Austin. Texas 78701 · 1495 
(512) 463·500 1 

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 00112. Please refer to 
this number in all future correspondence concerning the lease. 

Your remittance of $15,125.00, has been applied as the state's portion of the bonus, the 
processing fee and the filing fee. Please let me know if you should have any questions. 

SinS~ j 
DrewReid ~ 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MT:mrg 

r~s- : :# ~lf<t8' 

Pnmeo on recycled pape< wolh soybean on1< 



HAL REVIEW SHEET 

TMIWE1DI # 2488 L. Collier 

1.sss1r: McGuire, Betty Rush 5/19/98 ll 0 

L8SS8It Clay Johnson 600 

LIASE IISCRFTIIN 

Clulty Basa FIB No Part Sac. 110 Twp Strvay Abst# 
2777 REEVES -100466 S&E SE/4 SE/4 2 59 00 PUBLIC SCHOOL LAND 

TIRMS IIHRED TIRMS RECOMMEJIID 

Prmi'Y T ll'llt Is years Prmi'Y T 11'111 Is years 

Bmu/Ain: $50.00 BlnJs/Afn $so.oo 1 

Rlllt&' Aln: $1 .00 Rlllt&'Afn $1 .oo 1 

Roy~: 13/16 Roy~ 13/16 

COMPARISONS 

Plf# lBss88 Data 111'111 Bmus/Ac. Rlllt&'Ac. Roy~ llstal:a 

~ I II J Last lBas8 

I II II 
I II I 
I II II 
I II II 

Tuesday, August04, 1998 
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Lease Number Book /Vol Page Entry County I Parish State 

TX299-389-086-000-00 589 541 001613 REEVES TX 

Lease Name 1 McGuire, B . : State of Texas, et al, acting by and I Lease Date I 05/19/98 

Lega ... Descript1on 

All of Secuon 2, save and except the SE/4 SE/4, Block 59, Public School Land Survey 

•••• vJas • • • •• • 
•••• • • • •• • 

PR SPECT TX299 - PARAGON INDIAN/ST/FED LS ~ w rv: . 
1 :2:J ~ 

•• 
• • •• 
Pa~;e( !j,l Account Nun-.ber AmOunt 

• •• 
x 300 . 00 Sta-te or Texas 

Ge~~l Land Office 
. 

1 10~ N . ~ Congress Avenue 12. ( 
Austin, TX 78701 . 

l 

' lt+an ~ - ~sou.rce-S 

RN - P.etiod Beg. 05/19/1999 DELAY RENTAL CHECK # 100300 
' 

INSTRUCTIONS TO DEPOSITORY: You have been des1gnated as deposltory for the above descr1bed payment. Please cred1t the proceeds 
thereof to the part1es n~med and ~n the amounts :nd1cated. Should any d1tf1culty of any nature ar1se, DO NOT RETURN our check, but 
make the depos1t to the cred1t of the party named 1n a special account, and advise us as soon as poss1ble for further instructions. 

100300 



•••• . . . 
• • • 
•••• • • • • • • 

• 
•• • • ••• • 

•• • • • •• • 

•••• • •••• 



Lease Numbe r Book/Vol Page Entry County I Pansh State 

TX299-389-086-000-00 589 541 00 1613 REEVES TX 

Lease Name: I McGuire 
1 B.: State of Texas, et al, a c ting by and I Lease Date I 05/ 19 / 98 

Legal Descriptlon 

All of Section 2, save and except the SE/4 SE/4, Block 59, Publ1c School Land Survey 

131 

••• • • • •••• ~ •••• • • •• •• 
PROt; PECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100112 __=:J •••• • 

Pa}4'« {s,e Account Number Amount 
• • • . .. 

Gi~- 'f 300 . 00 Sta t e of Texas 
Gen~1!al Land Office 
1700 N . Congress Avenue !l ·~? Q L1 Austin , TX 78701 ''-"""'--...,/ ~ 

RN - Period Beg . 05/19/200 0 DELAY RENTAL CHECK ~ 1 00 948 

INSTRUCTIONS TO DEPOSITORY: You have been des1gnated as depos1tory for the above descr1bed payment . Please cred1t the proceeds 
t hereof to the parties named and 1n the amounts 1nd1cated Should any d1ff1culty of any nature ar1se. DO NOT RE~~ our check, but 
make t he deposlt to the credit of the party named in a spec1al account, and adv1se us as soon as poss1ble for Curther 1nstruct1ons. 

100948 



.... 
• • •••• 
•••• • • •••• 

• 
•••• • •••• 
• •• • • • •• • 

• 
•••• . 

•••• 



Check # 102141 
Property Id I MMS Eft. Date Recording Information • State County f Parish 

TX299· 389·086-000-00 05/1911998 06/ 10198 BK 589 PG 541 ENTRY 001613 • ·: • T~~i . Reeves • • • • • ••• •• • • • M-100112 • • • • • • • • • • • • •• • • • • • • •• 
Property Name I Lessor 

State of Texas, acting by and through its agent, Betty Rush McGu1re 

Property Legal Description 

All of Section 2, save and except the SEI 4 SEI 4, Block 59, Public School Land Survey 

01036270 

~ '7j]O ~ 
oo 

Payee Name & Address SSNITax Id Number 

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

ld\~ 0.00 
Account ~umber 

Total Bank Charges 
0.00 

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

0511912001 12 DELAY RENTAL 300.00 0.00 

...J 
l. ) (.J 

I I c..-, b 0.00 0.00 

- .....) 

....... ') 

I I r- ::: 0.00 0.00 
' ~ 

0. . r.:l 

I I :a - 0.00 0.00 

--
0 

I I 0.00 0.00 

Instructions to depository: you have been designated as depository for the above descnbed payment(s) . Please cred1t the proceeds thereof to the parties 
named and In the amounts indicated. Should any difficulty anse, make the depos1t 1n a special account, and contact us 1mmed1at~ ~ 1 Q 2141 



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

••• • • • •• • 



Check # 9901018 
Propel"t\ Id /., MMS Eff. Date Recording Information State County I Parish 

TX299-~000-00 0511911998 06110198 BK 589 PG 541 ENTRY 001613 Texas Reeves 
M-100112 . 

Property Name I Lessor 

•• • • .. 
• 

State of Texas, acting by and through its agent, Betty Rush McGuire •• • • • • 
•• • • 

Property Legal Description • 
All of Section 2, save and except the SE/4 SE/ 4, Block 59, Public School Land Survey 

/::<,) 
"' · ~ . , 

/p~r e 02031429 •• • . . •• 
f2_ ce. s.o u. r- c-e_E; LP K 3o{) . e>() 

for 

.. 

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

Account Number 

Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 
Due Date (in months} Description Due Charges Sub-Type Sub-I d 

0511912002 12 DELAY RENTAL 300.00 0.00 

I I 0.00 0.00 
i a 

r : 

I I 0.00 0.00 - -. 
1 .. ~J I 

) . , -
I I 0.00 0.00 . "' . ' . 

('-' . '::? - .--I I 0.00 0.00 ·-
~"-~ \., 

c 

Instructions to depos1tory: you have been des1gnated as depos1tory for the above descnbed payment(s). Please cred1t the proceeds ther~9 e11't9~ 8 
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. .l. 
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STERLING EXPLORATION & PRODUCTION CO., LLC 

Texas General Land Office 

T)ate 
02/01 /2003 
02/01/2003 
02/0 1/2003 

Type Reference 
Bill Lease M-1 00559 
Bill Lease M-100 11 2 
Bi ll Lease M- 1 00557 

SWBT Operating 0005728 

Original Amt. 
3,200.00 
3,200.00 
3,200.00 

3/5/2003 

Balance Due Discount 
3,200.00 
3,200.00 
3,200.00 

Check Amount 

03025771 

r 

" ' . 

, . 

X 

C> 
w 

Payment 
3,200.00 
3,200.00 
3,200.00 
9,600.00 

:z ;;:; 
:0. 
~ rn 

C> 

~.!g ) 
.::::- r, 

0 

9,600.00 
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