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. TEXAS GENERAL LAND OFFICE 
. 
GARRY MAURO 
COMMISSIONER 

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: 

Section: 

Survey: 

Clay Johnson 

REEVES 

18 

T&PRYCO 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 
'---::0-' J ~ ( 

Recommended: (U .) ;>· I i /8 . 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: ftJi 1)/jf! 
Not Recommended: - - --
Comments: 

Block: 55 

Bonus/Acre 

Rental/ Acre 

DATE:-

f(J _, I 001 'l J 

(JuJ- "'f{J 

MEMORANDUM 

16-Sep-98 

Base File#: 150960 

Abstract: 5660 

$50.00 

$1.00 

Spencer Reid, Senior Deputy Date: Cf -It .. f/ f 
Recommended: 7"fL 
Not Recommended: - - - -

Date: ------

Not Approved: ___ _ 



TrnootDI # 2807 

1.esscr: Smith, Craig 

l.8ss8B: Clay Johnson 

LEASE IISCRJiflON 

CIU1ty 

REEVES 

TERMS OFfiRED 

Prmry Tll'llt 

BlnJs/ Acra: 

Rlllta/ Acra: 

Roy~: 

15 years 

I 
c--= 
13/16 

RAL REVIEW SHEET 

Base FIB No Part 
150960 N/2 

I 
$so.oo 1 

$1 .oo 1 

GIDQst: 

l.8asa Data: 

Acr8s: 

L. Collier 

7/16/98 

160 

s..:. Ilea Twp Slrvoy 
18 55 05S T & P RY CO 

TERMS RECOMMENIID 

Pli'ra'y T 11'111 15 years J 
BlnJs/ Aero I $50.00 J 

Rlllta/ Aero L $1 .~ 

Roy~ 13/16 =:J 

II 0 

COMPARISONS 

Mf# LBSS88 T 11'111 Bmus/ Ac. Rllltal Ac. Roy~ llst31:8 

Abst# 
5660 
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C111111811ts: ~id up rental. Gross acres 320. 

Wednesday, September 16, 1998 
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1 ' General Land Office 

Rdlnqulsbmat Act Lease Form 
Revised, September 1997 

PAID UP 
on. AND GAS LEASE 

TiiiS AGREEMENT is made and catered into !his __lfi_ day of ,J 1l 1 y 19 ___91L bctwcca !he State ofT ens, actin& by and through its 

~ml~--~c~r~a~i~a~s~m~Ju·t~h~,~d~P~a~J~jnwa~iun~hui~s~~f~a ~J~~t~a~g~~~~=;~e=a~~~~;~:~r~;·e~f~:~;~:YrA~Z~~8~5~3~3~9---
------------------------------------------~~~----~~--~------~------------------------~~d~ctt (Give Pcnnancn! Address) 
bcrein refcrml to as the owner of the soil (wbcthc:r one: or more), and. ___ .-:;C;:.,;l~a'-'y~..:::J~O:::..h~n!..!s~o:...:.n.!.-__ ......,. ____ ~.,.....,----------
--------------------------------------------~2~0~3~~W~.~· ~W~a~J~J~.~S~J~l=i~t~e~u8~0~0~------------------'of 

Mjdla nd . TX 79701 
(Give Permanent Address) 

hereinafter called Lessee. 

1. GRAN11NG CLAUSE. For and in considcnlioa of the amounts sated below a:ad of the covcaants a:ad agreemc:ots to be paid. kept and performed by 
l..csscc under this lease, !be State ofTcus acting by and through the owner oftbe soil hereby grams, leases IDd lets UD.!O Lessee, fur the sole and only purpose of 
prospecting a:ad drilling for and producing oil and gas. l~ying pipe lines. building tmJcs, saorin& oil and building power su.tions, tclcpboac lines and other saucrures 
thereon, to produce, sue, lake c:an: ot: ttu1 and transpott sa..id producu of the lcue, the foUowing lands situated in R e Q "T<a' ~ Counry, State 
ofT ex~ to-wit: 

The No r th Ha lf of Section 18 , Bl ock 55, Twp . 5 , T&P Ry . co . Survey 

containin,.._g ____ 3 ........ 2..~..0..__ ___ acres, more or less.. The bonus consideration pa..id for this lc:asc is as follows: 

To the State ofTexa:s: Four Thou sand Three Hundred Twenty and No/100--------
Dollazs(S 4 , 320 . 00 ) 

Tothcowncrofthcsoil: Four Thousand Three Hund r ed Twenty and No/100-------
Dollars (S 4 , 3 2 0 . 0 0 ) 

Totalbonusconsidaation: Ei ght Thousand Six Hund r ed For ty and No/100--------
Dollazs (S 8 . 6 40 00 > 

The tet»~nu.s consideration pa..id represents a bonus of Fifty- four and No I 1 00 -----------------
• • • Dollazs.-:(S~--!.~5""'4r. -;.0"0.,..=-.=..:"-"----":...U.~> '-pe""'r..._acre ....... ~, o.._n=-==:....,1r 67'7'0r--nc-t acres.-------------

• • • • 
• • 2.• TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five ( 5 ) years from this dale 

(herein c!'alled "primary term") and as long thereafter as oil and gas, or e ither of them, is produced in paying quantities from ~d land. 
As w;a id'~ lase, the term "produced in paying quantities" means that the receipts from the sale or other authorized commercial usc of !he substancc(s) covered 
cxcecd"'out er poc;ltct opcr3tional expenses for the six months last past. 

See Exhibit "A" attiicheo for Pr'! - U p De lay Re ntal Provision shown as Para~ra ph # 40 . 

u77~~~-------7~~~~~~--------:~~ 
said l~dJ, th~ amoWlt specified 
TEXAJ.lf AUSTIN, TEXAS, a lilce before sa..id date. P~ymcnts under this puapaph shall operate as ~ ren 
the commencement of a well for one (I) year from · 

To the owner oflhc soil: ____________ ~"""<::::---------::;::oo""...::;;. ____ ---::--------------------------------

DoU~(S~------------------~~~~----------' 
TotheSuuofT~: _________________ ~~~--~""""'=~-----~------------------------------

Doii~(S Total Rental: ·---------------:::oo.-::;,_ _____________ ;::o..,o::::----' 

Doll~ (S·- ----::::,......::::::::.... ________________ ...J 

In a like manner and upon like pa or tenden annually, the commencement ofa well may be further deferred for succcss1 'ods of one ( I) year each durin' 
the primary tenn. All pa or tenders of rental to the owner of the soil may be made by check or sight draft o f Lessee, or any assi f this lease, and may be 
delivered on or the rental paying date. If the ba.nlc designated in this paragraph (or its succ:es.sor banlc:) should cease to exist, suspend bus1 liquidale, fail or 

y another banlc:, or for any reason fa..il or refuse to accept rental, Lessee shall oot be held in default for failure to make such payments or of . . . . . 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Les.sce ~es to pay or cause to be paid one-half (1/2) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the StaLe of Texas, at Austin, Texas, and one-balf(l/2) ofsuc:h royalty to !be: owner of 
the soil: 

(A) on.. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the: mouth of the well and also as all 
c:ondensate, distillate, and other liquid hydrocarbons rec:cvered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be 

3/16 part of the gross production or the aurket value tbc:rcot; at the option of the owner of the: soil or the Commissioner of the 
General Land Office, such value to be determined by 1) the: highest posted price, plus premiwn, if any, offc:~ or paid for oil, condc:nsatc:, distillate, or other liquid 
hydrocarbons, respectively, of a like type md gravity in the genc:ral area wbue produced and whcn run, or 2) the highest market price thc:reof offered or paid in the 
general area where produced and when run, or 3) the gross proceeds of the sale thereof; whichever is the grea.lef. Lcsscc agrees tbat before any gas produced from the 
leased premises is sold, used or processed in a plant, it will be run fn:e of cost to the royalty ownc:n through an adequate oil and gas separ.uor of conventional type, or 
other equipment al least as c:ffic:ic:nt, so that all liquid hydrocarbons rc:covc:rablc: from the gas by such means will be rec:ovc:red. The: requirement that such gas be run 
through a separator or other equipment may be waived in writing by the royalty ownen upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any ps Onc:Juding flared gas), which is dc:fJDCd as all hydrocarbons and gaseous substanc:c:s oot defined 
as oil in subpangraph (A) above, produced from aoy weU on said}md (except as provided herein with respect to gas processed in a plant for tie extraction of 
gasoline, liquid hydrocarbons or other products) shall be 3 L 16 part of the gross production or the marlcet value thereof; at the option of the 
owner of the soil or the Commissioner of the Gc:nenl Lmd Office. such value to be based on the bi&hcst aurket price paid or offered foe gas of comparable quality i.D 
the genc:nl area wberc: produced and wbcn run, or the gross price paid or offerc:d to the producer, whichever is the grc:ata; provided !hal the maximum pressure base 
in measuring the gas under this lease shall oot at my lime exceed 14.65 pounds per square inch absolute, md tbc staodard base tcnpe:raturc: sbaU be sixty (60) 
degrea Fahrenheit, eort'Cc:tioo to be made for prc:ssurc: according to Boyle's Law, and for specific: &raVitY according to tests made by the Balanc:e Method or by the 
most approved metllod of testing being used by the industiy at the t:inM: of~ting. 

(q 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 pan of the rc:siduc: gas and the liquid hydrocarbons exttactc:d or tbc: market value thereof; at the option of the 
owner of the soil or the Commissioner of the Gc:nc:ral Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production ofn:siduc: gas attributable to gas produced from this lease, ind on fifty percent (SO%), or that percent accruing to Lessc:c:. whichever is the greater, of the 
total plant production ofliquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recoverc:d from gas processc:d 
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interc:s!, then the percentage applicable to liquid hydroc:3lbons shall be fifty percent (500/o) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no suc:h third 
party, the highest percent then being specified in processing agreements or contracts in the industry), whic:hc:vc:r is the greater. The respective royalties on residue gas 
and on liquid hydrocarbons shall be determined by I) the: highest marlcc:t price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), 
whichever is the greater. In no event, however, shall the royalties payable: under this par.Jgraph be less than the royalties which would have been due: had the gas not 
been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) 
whether said gas be "casinghead, • "dry: or any other gas, by fractionating, bwning or any other processing shall be . 3 /1 6 pan of the 
gross production of such products, or the marlc:c:t value the: reo f. at the option of the owner of the: soil or the Commissioner of the General Lmd Office, such market 
value to be determined as follows: I) 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 eacll product for the: same month io which such products arc: produced; whichever is the grc:ater. 

• • • S. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties 
paicf ~dcf this lease in no event shall be less than an amount c:quaJ to the total annual delay renlal herein provided; otherwise, there shall be due and payable on or 
beforU~Ia.st day of the month succeeding the annivCJSary date of this lease a sum equal to the total annual rc:nllllles.s the amount of royalties paid during the 
pre~ill\ ~ar. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay renlal amount shall be one 
dollar ~1.00) per acre . 

• •• 
• • • • .~. ROYALTY IN KIND. 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, rc:quirc: that the payment of any royalties 
ac:cJl!ing to such royalty owner under this lease be made in lc:lnU. The owner of the soil's or the Commissionei" ofth.: G.!ncnl Land Offit:4:'s ri6-'1.t lG ~: iu roy:llty in 
lc:lnd shall not diminish or negate the owner of the soil's or the Commissioner of the Genc:ral Land Office's rights or Lessee's obligations, whether express or implied. 
under thls Jea.se. .. . . 

• • 
• • • •1. NO DEDUCTIONS. Lc:ssce agrees that all royalties acuuing under this lease: (including those paid in kind) shall be without deduction for the cost of 

prodM•itls,iathering, storing. separating, treating, dehydrating, compressing, proc:essing, lr.lnSporting, and otherwise malc:lng the oil, gas and other products · 
hcr-eudder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and 
production related costs. 

8. PLANr FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate shan: of any fuel used to 
process gas produced hereunder in any proc:c:ssing planL Notwithstanding any other provision of this lease, and subject to the writttn consent of the owner of the soil 
and the Commissioner of the Gc:nc:r.ll Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing 
fonnation underlying the leased premises after the liquid hydrocarbons contained in the gas have bcc:n removed; no royalties .shall be payable on the recycled gas 
until it is produced and sold or used by Lc:ssc:e in a manner which entitles the royalty ownen to a royalty under this lease. 

9 . ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin, 
Texas, in the following manner. 

Payment of royalty on production of oil and gas shall be as prov ided in the: rules set forth in the Texas Rc:gi.stcr. Rules currently provide: that royalty on oil is due 
and must be rec:c:ivc:d in the General Land Office on or before the: 5th day of the second month succeeding the month of production, and royalty on gas is due and 
must be received in the Gc:nc:r.ll Land Office on or before the 15th day of the: second month succeeding the month of production, accompanied by the affidavit of the 
owner, manager or other authorized agent, completed in the form and manner prescribed by the: Gc:nc:r.ll Land Office and showing the gross amount and disposition of 
all oil and gas produced and the m:ltket value: of the oil and gas, together with a copy of all documents, records or repo rts confirming the gross production. disposition 

• 



and marltet value including gas meter readings. pipeline rec:cipts. gas line rec:cipts and other cheelcs or memoranda of amount produced and put into pipelines, tlnlcs. 
or pools and gas lines or ps storacc, and any othc:r reports or reeords which the General Land Office may requite to verify the gross production. disposition and 

•• maricet value. In all cases the authority of a ~or agent to ad for the Lessee buein must be filed io the Gcncra1 Land Offioc. Each royalty payment shall be 
accompanied by a c:bcelc stub, schedule. swnmary or adler remittance advice showi.og by tbc assicncd General Lmd Office lease number the amount of royalty be.ing 
paid on each lease. If Lessee pays his royalty oa or before tlility (30) days after tbc royalty paymc:ntwas due, then Lessee owes a penalty ofS% on the royalty or 
$25.00, whichever is greater. A royalty paymCDt which is over !lWty (30) days late shallacaue a penalty of 1(1-h of the royalty due or $25.00 whichever is pcazcr. 
In addition to a penalty, royalties shall acc:rue intaest at a rate of 12% pet' year, such interest will begin ac:auing when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in m amount set by the General Land Office administrative rule which is 
ctfcctive on the d£ when the affidzvits or suppo.rting documents wc:n: due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due date provided herein. Paymcat of the delinquency penalty shall in no way OJICI'li'C to prohibit the State's right offorfeillll'c: as provided by law 
nor act to postpone the chte oa which royalties were originally due. The above penalty provisions shall DOt 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, COl'ITRACTS AND O-rnER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with 
its best possible estimate of oil and gas n:scrves 1111derlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under 
which ps is sold or processed and all subscqueut agrc:cmcms and amendments to such contracts within thirty (30) days after entering into or malciog such COfltr.lcts, 

acrcements or IIIICIIdments. Such COfltract:s and agreements when received by the General Laod Office shall be hdd in confic:lcncc by the General Land Office unless 
Olbc:rwise authorized by Lessee. All ocbcr c:ontrw::t:s and records pertaining to the productioa. transportation. sale and marUting of the oil and g.li produced 011 said 
premises. including the boola and ac:couot:s, receipts md discharges of all wells, tanks, pools, meters, md pipelines shall It all times be subject to inspc:~oo IDd 
examination by tbe Commissioner of the Gcnc:ra1 Land Office, the Attorney General, the Governor, or !he representative of any of them... 

(B) PERMITS, DRD..LING RECORDS. Written notice of all operations oo !his lease shall be submitted to the Commissioner of the Genc:n1 
Land Office by Lessee cw opera10r five (S) days before spud date, woricover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to !he Gcocral Land Office shall include copies oflU.ilroad Commission forms for applical.ion to drill Copies ofw:ll tests, completion repor.s a::.:: 
plugging reports shall be supplied to the General Land Office at the time they are filed with the Tens !Uilroad Commission. All applications, penn.its, reportS or 
other filings that reference this lease or any specific well on the leased premises and that are submitted to ~e Texas lU.ilroad Commission or any other governmental 
aecncy shall include the word "Stale" in the Iitle. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the PlllJIOSC of 
identify ina wells, taoJc batteries or other associated improvements to the land must also include the word "State. • Lessee shall supply the General Land Office with 
any records, memoranda. &CCOW1lS. reports. c:unings md cores, or other infol'lJ'Lalion re.Jative to the operation of the above-described premises., 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 oo the 
bore-hole section, from the base of the surfaa: casing to the total depth of well, of all wells drilled oo the above described premises and shall transmit a true copy of 
the log of each survey on each well to the Gcocra1 Land Office within ftftc:cn (15) days after the malcing of said survey. 

(q PENAL TIES. Lessee shall incur a penalty whenever reports. documents or other materials are not filed in the General Land Office when 
due. The penalty for late filing shall be set by the General Land Office administrative rule which is efftctive on the date when the materials were due in the Gcnc:ral 
Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRlMARY TERM. It: during the primary t.c:m1 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 premises such production thereof should cease from any cause, this lease shall DOt terminate if on or before the expiration of sixty (60) days from 
date of completion of said dry hole or c:cssation of production Lessee commences additional drilling or reworking operations thereon. or pays or tenders !he next 
annual delay rental in the same manner as provided io this lease. U: during the last yc:Jt of the primary term or within sixty (60) days prior !hereto, a dty hole be 
completed and abandoned, or the production of oil or gas should cease for any cause. Lessee's rights shall remain in full fora: and effect without fiu1hcr operations 
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities 3l the expiration of the primary tc:nn, Lc:ssec may maintain this 
leaseJJ~A>tutueting additional drilling or reworking operations pursuant to Paragraph 13, using the: expir.ation of the primary tenn as the date of cc:ss.ation of 
produdlor.1Jnder Paragraph 13. Should the lint well or any subs equent well drilled on the above described land be completed as a shill-in oil or gas well within !he 
prim~~herc:o( Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the: 
expirat!c1n of" sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failW'C to make such payment, this lease shall ipso facto 
tenninalt. If at !he 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 
acco~lll~ith the: shut- in provisions herc:oC. 

••• 
12. DRILLING AND REWORXING AT EXPIRATION OF PRIMARY 'TERM U: at tbe expiration of the primary tenn, neither oil nor gas is being 

p~oduccd on said land, but Lessee is !hen engaged in cirilling or rc:woricing operations \hereon, this lease shall remain in force so lor.g as operations on s;id =II or for 
drilling liV' reworking of any additional well are prosecuted in good faith and in- woricmanlike manner without intc:mJptions totaling more than sixty (60) days during 
any on• iwb operation. and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said lmd, or 
paym~~ut-io oil or gas well royalties or compensatory royalties is made as provided in Ibis lease . 

• •: • •tt CESSATION. DRILLING, AND REWORKING. U: after the expir.u.ion of the primary term, production of oil or gas from the leased premises, after 
once obtained, should eease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworicing operations within sixty (60) days 
after such cessation, and Ibis lease shall rc:ma.in in full force and effect for so long as such operations continue in good faith and in woricmanlilc.e maonc:r without 
intemJptions totaling more !han sixty (60) days. If such drilling or reworking operations result in the production of oil or gas. the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If !he drilling or reworlcing operations result in !he completion of a well as a dry hole, !he lease will not 
tennina.te if the Lessee commences additional drilling or reworking operations within .sixty (60) days after !he completion of the welt as a dty hole, and Ibis lease 
shall remain in effect so long as Lessee continues drilling or reworlcing operations in good failh and in a workmanlike manner without intciTUptions totaling more 
than sixty (60) <hys. Lessee shall give written notice to the General Land Office wilhin thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph. •well" means any well !hat has been assigned a well number by the state agency having 
jwisdiction over !he production of oil and gas. I( at any time after the expir.u.ion of the primary term of a lease that. until being shut in. was being maintained in 
force and effect, a well c:~pable of producing oil or gas in paying quantities is located on !he leased premises, but oil or gas is not being produced for lack of suitable 
production fac ilities or laclc: of a suitable market, !hen Lessee may pay as a shut-in o il or gas royalty an amount equal to double !he annual rental pro vided in !he 
lease , but not less !han Sl,200 a year for each well capable of producing o il or gas in paying quantities. If Paragraph 3 of this lease does not specify a delay rental 
amount, then for the purposes o f !his paragr.~ph,lhe delay rental amount shall be one dollar (Sl.OO) per acre. To be effective, e:1eh initial shut-in oil or gas royalty 

True and Correct 
copy of 

Original filed in 
Reeves County 

(" lo rv.- f\u: ~~ 



must be paid on or before: (I) the cxpir.Won of the priawy tenn, (2) 60 days after the Lessee c:cases to produce oil or gas from the leased premises, or (3) 60 days ··;" 
a&r Lessee completes a drilling or reworking operation in K<:Orcbnce with the lea.se provisions; whichever date is latest. Sud! payment shall be made one-ha.lf(l/2) 
to the Commissioner of the General Land Office and one-half (112) to the owner of the soil If the shut-in oil or gas royalty is paid, the lease shall be considered to be 
a producing lease and the payment shill extend the term of the lease for a period of one year from the end of the primary tcnn.. or from the first day of the month 
following the month in which production ceased, and, after that, if no suitable production facilities or suitable marlcet for the oil or gas c-xisu, Less~ may extend the 
lease for four more successive periods of one (I) )'C.:lf l:y ;::.yi:l; :.'l: = =::::::: ::::.:..'l y::~ 0:1 or bef~ the expiration of each shut-in year. 

IS. COMPENSATORY ROYALTIES. u; during the period the lease is kept in effect by payment of the shut-in oil or g.as royalty, oil or gas is sold and 
delivered In paying quantities from a well louted within ooe thousand (1,000) feet of the leased prcmUes and completed in the same producing reservoir, or in aoy . 
case in which drainage is oc:euning. the right to continue to maintain the lease by p.aying the shut-in oil or gas royalty shill eease. but the lease shall mnain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rale provided i.a the lease of the marlcet value of production from the weU causing tbe drainage or which is completed in the same producing 
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half(l/2) to the Commissioner of the 
General Land Office and one-half(l/2) to the owner oflhc soil, beginning on or before the last day of the month following the month in which the oil or gas is 
produced from the well causing the drainage or that is completed i.a the same producing reservoir and loeated within ooe thousand (1.000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is ill an amount less thaD the: IIVIU&I shut-in oil or gas royalty, Lessee slall pay an daunt equal to the 
di1rcrenc:e within thirty (30) days from the end of the 12-month period. Compc:osatory royalty payments which are not timely paid will ac:aue penalty and interest in 
accordance with Paragraph 9 of this lease.. None of these provisions will relieve Lessee of the obliption of reasonable development nor the obligation to drill offset 
wells as provided in Texas Nanni Resources Code S2.173; however, Ill the dctenn1na.tion of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties eao satisfy lhc obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this !cue to tbe contrary, after a well prc·ducing or e3pal:!e ofpn;c!-.:ci..,g oil o: gas 1w 
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be 
reasonably necessary for the proper development of the leased premises and in m.arlceting the production !hereon. 

(A) VERTICAL In the event this lease is in force and effect two (2) years after the oq:-iration date of the primary or atendcd term it shall then terminate 
as 10 all of the leased premises, EXCEPT (I} 40 acres surrounding each oil well capable of producing in paying quantities and 320 aaes surrounding cxh ps well 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon wbich Lessee is then engaged in 
continuous drilling or reworiting operations, or (2) the nwnber of acres included in a producing pooled unit punuant 10 Tc-xa.s Nanni Resources Code S2.1SI­
S2.1SJ, or (3) such greater or lc:sser number of acres as may then be allocated for production purposes to a pror.u:ion unit for cad! such producing well under the rules 
and regulations of the Railroad Commission of Texas. or any successor agency, or otha- governmental authori!y havingjurisdietiqo. If at any time after the effective 
date of the partial termination provisions bereo~ the applicable field rules arc changed or the well or wells loeared thereon are reclassified so that less acreage is 
thereafter allocated 10 said well or wells for production purposes, this lease shall thereupon terminate as to all aacage not thereafter allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as 10 a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subjca to this lease for all purposes described in Paragnph I hereof, together with casements and rights-of-way for existing 
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereof ("the retained lands"), for access to and from the 
reujned lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(B) HORIZOI'IT AL. In the event this lease is in force and effect twO (2) years after the cxpir.U.ion date of the primary or extended term it shall further 
tenninate as to all depths below I 00 feet below the total depth drilled (bercina&r "deeper depths") in each well IO<:ated on acreage retained in Paragraph 16 (A) 
above, unless on or before two (2) years after the primary or extended t.crm Lessee pays an amount equal to one-half(l/2) of the bonus originally paid as 
consideration for this lease (as specified on page 1 hereof). If sud! amount is paid. this lease shall be in force and effect as to sud! deeper depths. and said 
termination shall be delayed for an additional period of two (2) yean and so long thereafter as oil or gas is produced in paying quantities from sud! deeper depths 
co~•U)tthis lease . 

• •• 
• • •: • •C) IDENTIACA TION AND AUNG. The surface aaeage retained hereunder as to each weU shall, as nearly as practical, be in the fonn of a square with 

the \fc.'lllo!:ued 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 
termin\tion of this lease as provided herein, Lessee shall e-xecute and m:ord a release or releases containing a satisfactory legal description of the acreage and/or 
de~ ~tained hereunder. The recorded release. or a cenified copy of same, shall be filed in the General Land Offic:e, accompanied by the filing f~ prescribed 
by tht Ottleral Land Office rules in effect on the !!ale the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
days after being requested to do so by the General Land Offic:e, then the Commissioner at his sole discretion may designate by written in.~trun>ent the •crc:l.!:e and/or 
depths to be released hereunder and record sud! iOSD'Uillcnt at Lcsscc's expense in the counl)' or counties where the lease is located and in the official records of the 
General Land Office and such designation shall be binding upon lessee for all purposes . 

•• •• 
• • • • • i1. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid. or to be paid, under this lease shall relieve Lessee of his obligation to protect 

the oil and tas under the above~esc:ribed land from being drained. Lessee, sublessee. receiver or other agent in control of the leased premises shall drill as many 
wei~~ ~acts may justify and shall use appropriate means and drill10 a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition. if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where~ leased prem~ is being 
drained by production of oil or gas, the Lessee, sublcss~. receiver or other a.gent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within I 00 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the 
soil 's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable stanJtory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

' 
18. FORCE MAJEURE. If, a!Ur a good faith effort, Less~ is prevented from complying with any express or implied covenant of this lease, from 

conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strilccs, acts of God. or 
any valid order, rule or regulation of government authority, then while so prevented. Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause:, 
from conducting drilling and reworlcing operations or from producing oil or gas from the leased premises. However, nothing in this paragr;1ph shall suspend the 
payment of delay rentals in order 10 maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil 
or gas. 
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19. WARRANrY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in 

, payments owed on the leascd premises., then Leslee may redeem the rights of the owner of the soil in the lnsed premises by paying any mortgage, Wles or other liens 
on the leased premises. lfl.eslee malces payments on behalf of the owner of the soil under this paragraph, lessee may recover the cost of these payments from the 
rencal and royalties due the oWDCr of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the en~ undivided surface estate io the above 
described land, whether or not Lessee's Interest is specified herein, then thl" roy:Uties "'-'ld oental.herfin prov!<!ec! t-, ~paid to the owner of the soil shall be paid to him 
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the 
General Land Office of the State ofTcxiiiS shall be lilcewise proportionately reduced. However. before Lessee adjusts the royalty or rental due to the Commissioner of 
the General Land Office, Lessee or his authorizl:d representative must submit to the Commissioner of the General Lmd Office a written statement which explains the 
discrepancy between the interest purpon.cdly leased under this lease and the actual interest owned by the owner oflhe soil. The Commissioner of the General Land 
Office shall be paid the value of the whole production allocable to any undivided in~erest not covered by a lease, less the proportiona!e development and production 
cost allocable to such undivided interest. However, in no event shall the Commissioner of the Gcncnl Land Office receive illS a royalty on tbe gross production 
allocable to the undivided interest not leased an illlllount less than the value of one-sixt«nlh (1/16) of such gross. production. 

(B) REDUCTION OF PAYMENTS. It; during tbe primaty term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in acoordance with Nanual Resources Code Scct.iolls S2.1S1-S2.lS-4, or 
it: at any time after the expiration of the primary tenn or the CXWJded tenn, this lease coven a lesser number of ac:res than the total amount described bereia. 
payments that arc made on a per aae basis hereunder shall be reduced according to the number of acres pooled, released, s=dcred, or otherwise severed, so that 
payments detennined on a per acre basis under the terms of this lease during tbe primary Ierro shall be calculated based upon the number of acres outside the. 
boundaries of a pooled unit. or. if a.fter the expiration of the primary tenn. the number of acres actually retained and covered by this lease. 

21. USE OF WATER. Less« shall have the right to use wa~er produced on said land necessary for operations under this lease except water from w:!ls cr 
tan1cs of the owner of the soil; provided, however, Lessee shall not use potable water or wa.ter suitable for livestoclc or irrigation purposes for waterflood opcra.tions 
without the prior consent of the owner oftbe soil. 

22. AUTHORIZED DAMAGES. Leslee sha.ll pay the owner of the soil for damages caused by its opentions to a.ll ~onal property, improvements, 
I ivcstoc:lc and crops on said land. 

23. PIPELINE DEPTH. When reques~ed by the owner of the soil,~ shall bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well sha.ll be drilled nearer than two hundred (200) feet to any house or bam now on said premises without the 
written consent of the owner of the soil. 

25. POLLIJTION. In developing this area, Lessee sha.ll use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing. pollution of C021Stal wetlands, natural waterways, rivers and impounded water shall be preven~ed by the use of containment facilities sufficient to prevent 
spillage, seepage or ground wat~r contamination. In the event of pollution, Lessee sha.ll use a.ll means at its disposal to recapture all escaped hydrocarbons or other 
pollutant and sha.ll be responsible for a.ll dounage to public 2111d privale properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank batteries so illS to prolect livcstnc:lc 2lpinst loss, damage or injury; and upon completion or abandonment of 2111y well or wells, Lessee shall fill and level all 
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leiiiSed premises. keep said 
premises free ofa.ll rubbish, cans, bottles, paper cups or garbage; and upon completion ofopenuions sha.ll restore the swface of the land to illS near its original 
condition and contours as is pr:sctic:able. Tanks and equipment will be kept painted and presentable. 

• • j.6. REMOV AI.. OF EQUIPMENT. Subject to limitations in this paragraph, Lessee stwl have the right to remove machinery and fiXtUres placed by 
Lessee.~ tJ1t lellSCd premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this 
lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well C3pable of producing oil 
and~,,; Pt'ing quantities. Additiona.lly, Lessee may not draw and remove C21Sing until after thirty (30) days written notice to the Commissioner of the Gmera.l 
Land ~ft.c:c and to the owner of the soil. The owner of the soil sha.ll become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee 
under the terms of this paragraph. 

••• • • • 
• • 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 19 of this lease, the rights and estaLr:S of either party to this 

lease may be assigned, in whole or in part, and the provisions of this le:lSC shall extend to and be binding upon their heirs, devisees, legal representatives, successors 
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, d iminish the rights, privileges 
and estuts of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act pe.rformed by Lessee. And no change or 
divisip"'tf~ership of the land, rentals. or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
rep~cfl!ltites or assigns) furn ishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a 
cenili~~ i~ll~f.of such original) when the ownership changed bccawe of a conveyance. A total or partial assignment of this leiiiSC shail, to the ex~ent of the intereSt 
assignee, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its cn~ty as to only part of the aa=ge, the right and 
option to pay rentals shall be apportioned illS between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of 
the rental shall not affect this le21Se on the part of the land upon which pro rata rentals are timely pilid or tendered; however, if the assignor or assignee does not file a 
unified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall tmninale for failure to pay the entire rental due 
under Paragnph 3. Every 21Ssignee shall succeed to a.ll rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any 
prior wignee of the le21Se, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in P:uagraph 27(a). if the owner of the soil acquires this IC21Se in whole or in part by 
assignment without the prior written approval of the Commissioner of the General Land Office. this le21Se is void illS of the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An 21Ssignment will be t:reat.cd illS if it were made to the owner of the soil if the assig11ee is: 

(I) a nominee of the owner of the so il ; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiasy; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principa.l stockholder or employee of the corporation which is the owner of the soil; 
<s> a partner or employee in a partnership which is the owner of the soil ; Tr.ue and Correct 
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(6) a fiduciary for the owner of the soil; including but DO( limited to a guardian. trustc:c, executor, admioistn!Dr, receiver, or conservator for the 
owner of the soil; or 
(7) a &mily mcm.bc:r of the owner oflhe soil or related to the owner of the soil by mmiage, blood, or adoption. 

2&. RELEASES. Under tbe conditions contained in this paragraph and Paragraph 29, Lessee m.y at any time execute and deliver to the owner of the soil 
110d place of record a release or releases covering any portion or portions of the leased premises, md tbcreby surrender this lease as to such portion or ponions, and be 
relieved of all subsequent obligations as to acreage sum:ndcrcd. If any part of this lease is property sum:udered. the delay rental due under this lease shall be reduced 
by the proportion lhat lhc surrendered acreage bears to the a.creage which was covered by this lease immediately prior to such surrender; however, such release will 
not relieve Lessee of any liabilities which may have acaued under !his lease prior to the SlllT'CDdc:r of such aauge. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released. such assipuncnr or release must be recorded in 
the county where lhe land is situated, and the recorded iruuumcnt. or a copy of !he recorded i.nslrumcnt ccnilied by the County Clerk of the county in which the 
insuumcnt is recorded, must be flied in tbc General Land Office wilhin 90 days ofthe last cxCQJtioa dale accompanied by the prescribed filing fee. If any sucb 
assignment is not so filed, tbc rights acquired under this lease shAll be subject to forfeiture at tbe option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the abovc-«scn"bcd land have been included ia !his instrument. iacluding the 
swemcat of the true consideration to be paid for tbe execution of this lease md the rights and duties of tbe parties. Al!y collateral agreements .nceming the 
development of oil and gas from tbc leased premises which are not contained ia this lease renda this lease invalid. 

31. FIOUCl.ARY DtJlY. The ownerofthc soil owes lhe State a fiduciary duty aod must fully diselose any facts affecting lhe State's interest in the leased 
premises. When the interests of the owner of the soil conflict wilh those of the Stale, the owner of !he soil is obligated to put the State's int.erests before his penonal 
in ~:Crests. 

32.. FORFEITURE. lfl.c:ssce shall fail or refuse to make the payment of any sum within thirty days after it beCOIDC$ due, or if Lessee or an aulhorized 
agent should knowingly make any false rerum or false repon concerning production oc drilling. or ifl.c:ssce shall fail or refuse to drill any offset well or wells in good 
faith as required by law and lhe rules and regulations adopted by lhc Commissioner oflhe 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 lhe General Land Office, the School Land Board. or the Railroad Commission. or if 
Less« should refuse the proper authority access to lhe records pertaining to opcralions, Of if Lessee or an authorized agent should lcnowingly fail or refuse to give 
correct information to the proper authority, or knowingly fail or refuse to furnish lhe General Land Office a correct log of any well. or if Lessee shall knowingly 
violate any of the material provisions of this lease, or iflhis lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights 
acquired unda lhis lease shall be subject to furfeiturc by the Commissioner, and be shall forfeit S3IIlC wbcn sufficiently informed of lhe facts which autho£Ue a 
forfe iture, 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 lhe automatic termination of !his lease by operation oflaw 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 anolher intervene upon satisfactory evidence to lhe Commissioner of the General Land Office of furure 
rompliance wilh lhe provisions oflhe law and oflhis lease and lhe rules and regulations that may be adopted re.lative hereto. 

33. UEN. In accordance with Texas Na!Ural Resourcd Code 52..136, lhc State shall have a first lien upon all oil and gas produced from lhe area covered 
by this lease to secure payment of all unpaid royalty and olher sums of money lhal may become due under lhis lease. By acccplllnce oflhis lease. Lessee grants the 
State, in addition to lhe lien provided by Texas Na!Ural Reso= Code 52.136 and any other applicable statutory lien, an express contractual lien on and security 
interest in all leased minenls in and extracted from lhe leased premises. all proceeds which may ac.aue to Lessee from lhe sale of such leased minerals, whether such 
procc.:ds III'C held by Less« or by a third party, and all fiXtUres on and improvQncnts to the leased premises used in connection with the production or processing of 
such leased minerals in order to secure the payment of all royalties or olher amounts due or to beco.mc due under this lease and to secure payment of any damages or 
loss that Lessor may suffer by reason of Lessee's breach of any rovenant or condition oflhis lease. whether express or implied. This lien and security interest may be 
fore~ I~. with or wilhout coun proceccfmgs in the manner provided in lhe Tille I, Olapter 9 oflhe Texas Business and Commerce Code. Lessee agrees thallhe 
Co~iuioner may require Lessee to execute and record such lnsuuments as may be reasonably nc:ccssary to acknowledge. attach or perfect lhis lien. Lc:ssce hereby 
rep~Ut~all lhat lhere are no prior or superior liens arising from and relating to L..c.ssec's activities upon the above-described propeny or from Lcss«'s acquisition of 
thi! ~ ~ould lhc O:!mmissionc:r at any time determine tha.t lhis representation is not true. lhcn the Commissioner may declare lhis lease forfeited as provided 
here~ 

••• 
• • • • • ~4. POOLING. Lessee is hereby granted lhe right to pool or unitize lhe royalty interest of the owner of lhe soil under lhis lease wilh any other leasehold 

or mineral interest for the exploration. development and production of oil or gas or eilher of them upon lhe same terms as shall be approved by lhe School Land 
Board and the Commissioner oflhe ~'lcral Land Office for lht: pooling or unitizing oflhe interest oflhe State under lhis lease punuant to Texas Natural Rcsowccs 
Code .52..151-52.153. The owner of the soil agrees lhat the inclusion of this provision in lhis lease satisfies the execution requirements staLed in Texas Natur.ll 
Reso.ur:.ei Code 52.1 52. . . 

•••• }5. INDEMNllY. Lessee hereby releases and discharges lhe State of Texas aEd the owner of the soil, their officers. employees. partners. agents. 
co~ subcontractors. guests. invitees, and !heir respective successors and assigns. of and from all and any actions and causes of action of every nature, or olhcr 
harm~ including environmental harm. for which recovery of damages is sought. including. but ootlimited to, all losses and expenses which are caused by lhe 
activities of Lessee, its officers, employees, and agents arising out of. incidental to. or resulting from, lhc operations of or for Lessee on lhe leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's breach ofany oflhe terms or provisions oflhis Agrttmenr. or by any olher negligent or sbictly liable 
act or omission of Lessee. Further. Le:s.sc:e hereby agrees to be liable for. exonerate, indemnify, defend and hold harmless lhe State of Texas and lhe owner of the soil. 
lhc:ir officers, employees and agents, their successors or assigns, against any and all claims. liabilities, losses, damages, actions, personal injury (including dca.th), 
costs and expenses. or other harm for which recovery of damages is sought. under any theory including tort. contract. or sbict liability, including attorneys' fees and 
olher legal expenses, including lhose related to environmental hazards, on lhe leased premises or ia any w-q related to Lessee's failure to comply wilh any and all 
environmental laws; lhose arising from or in any way related to Lessee's operaLions or any olher of lessee's activities on lhe leased premises; lhose arising from 
U:ssee's usc oflhe surface oflhe leased premises; and lhose lhat m3y arise out of or be: occasioned by Lcs.sec's breach of any oflhe terms or provisions of lhis 
Agreement or any olher act or omisSion of Lessee. its directors, officers. employees, parmers. agents, contractors, subcontractors, guests, invitees, and !heir respective 
successors and assigns. ~ch assignee oflhis Agreement., or an interest !herein. agrees to be liable for , exonerate. indemnify, defend and hold harmless lhc State of 
TeJCas and the owner of the soil, lheir officers, employees. and agents in lhe same manner provided above in COMect.ion wilh lhe activities of Lessee, its officers. 
employees. and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF TirE II\"DEMNITY OBLIGATIONS 
Ai'lD\OR LL\BILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITliOtiT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDmONS), STRICT LIABILITY. OR THE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE fNDE!\-fNlFlED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, J OIJ'IT, 
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36. ENVIRONMENTAL HAZARDS. Lessee shall usc the: highc:st deuce: of care and all reasonable safe~ds to prevent contamination or pollution of 
· ' any environmental medium, including soil. surface W21c:lS, JIOundwa.ter, sediments. and surface: or subsurface: stnt.a. ambient air or any other environmental medium 

ia. on. or under, the leased premises, by any waste:, polluunt, or contaminant Lessee shall not bring or permit to remain on the: lt~d premises any asbestos 
containing materials, explosives, toxic ID&lerWs, or subswtccs reJU)ar.cd as huardous wastes. hazardous materials, hazardous subsunccs (as the: term •lhz.udous 
Subsuncc: .. is defined in the: Comprehensive: Environroc:ntal Response. Compensation and Liability Act (CERa.A), 42 U.S.C. Sections 9601, et seq.), or toxic 
subswtcc:s under any federal. state, or loeallaw or regulation ("Hazardous Ma.tc:rials"'). except ordinary products commonly used iD connection with oil and gas 
exploration and development operations and stored in tho: usual uw-.nc:r ~t qu~dti.:s. LESSEE'S VIOLATION OF THE FOREGOING PROHIBmON 
SHALL CONSTITUTE A MATERIAL BREAOI AND DEFAULT HEREUNDER.Allol> LESSEE SHALL INDEMNlFY, HOLD HARMLESS AND 
DEFEND THE STATE OF TEXAS A. 'liD THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DA..\UG£5, JUDGMENTS. PENALTIES, 
LIABJLrrn:s, AND COSTS (lNCLUDING R.EASONABLE AlTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOL\ TION OF THE FOREGOING PROHIBmON OR (D) THE PRESENCE, RELEASE. OR DISPOSAL OF ANY HAZARDOUS MATE.Rl.ALS ON, 
UNDER. OR ABOUT TilE LEASED PRE.\IISES DURING LESSEE'S OCCUPANCY OR COl'fTROL OF THE LEASED PREM..ISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY .Allol> REPAIR A.."''' SOIL OR GROUND WATER CONrA..~IINA TION A4VD DA..'IAGE CAUSED BY THE 
PRESE.~CE OR RELEASE OF ANY H.AZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT THE LEASED PRE:.\llSES DURING LESSEE'S 
OCCUPANCY OF mE LEASED PRL~ES IN CONFORMANCE WITH TilE REQUIREMENTS OF APPUCABLE LAW. nus 
INDEMNJFICA TION A..'llD ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, UABILITY FOR RESPONSE ACTIONS UNDERTAK£.'4 
PURSUANT TO CERCLA OR ANY <>1"HER ENVIRONM.ENTAL LAW OR REGUUTION. LESSEE SHALL ll'rL\lEDIATELY GJ¥E THE STATE OF 
TEXAS AND mE OWNER OF THE son. WRIIT£N NOTICE OF ANY BREACH OR SUSPECTED BR..E.ACH OF THIS PARAGRAPH, UPON 
LL\.R.~ING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVlNG A NOTICE FROM A.."''' GOVE.RNME'o1AL 
AGENCY PERTAL"i!NG TO HAZARDOUS MA T£RIAl.S WHlCH MAY AFFECT THE LE.A.SED PRE~IISES. THE OBLJGA TJONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRA TJON OR EARI..IE.R TER.~DNA TJON, FOR ANY REASON, OF THIS AGREE.-m:NT. 

37. APPUCABLE LAW. This lc:asc is issued under t.'lc: provisions ofTc:xasNarun.l ~= CAde 52.171 through 52.190, commonly known as the 
Rc:JinquishmentAct. and other applicable surutcs and ;uncndmcnts thc:reto, and if any provision in this lease docs not conform lD these surutcs, the: starutcs wiU 
prevail over any nonconfonning lease provisions. 

38. EXECUTlON. This oil and gas lease must be signed and acknowledged by the Lessee before it is tiled of record in the county records and ia the 
General Land Office: of the Stale ofTex.as.. Oacc: the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective da1c: of this lease shall 
be the date found on Page 1. · 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County 
Cleric in any county iD which all or any part of the: leased premises is loc:.:~Ud. and ccrtilied copies thereof must be filed in the General Land Office. This lease is not 
effective until a cc:nified copy of this lease (which is made and cc:ttific:d by the: County Clcrlc: from his records) is filed in the General Land Office in accordance with 
Texas Narur:ll Resourca Code 52.183. Additionally, this lease shall not be binding upon the Stale unless it recites the ac:rual and true consideration paid or promised 
for execution of this lease. The bonus due the Stale and prescribed filing fc:e shall accompany such certified copy to the Gc:ncr:ll Land Office. 

••• • • • ••• 

•••• . . 
ST A 1'! OF TEXAS 

• •••••• 
BY: • • 

1TI1..E: _ __ .,..,...__,zn1.,.....,.-t---- -----
DATE: _ ____:_7-_;.-;_-/..C./ A...L-___ _ _ 

STATE:OF~··• • ('~. i 
--":1 ,...,_ . / J'-i\ t ,~rl'r: ·., 

,. f;. • .... ~ ~ 1,( -,._"6, •• ~.! 
BY: · · • '.:.:> ..-, f ' 
Individually and as age nt for the S tate ofT 

in hi s sole a nd sepa r ate pr operty SS# 
Date:: _____ ____ __,,.------~ ,, 

STATE OF TEXAS 

Individually and as agent for the State ofT= 
BY:~~-~---~~--~~-------­
Individually and as agent for the State of Texas 

Date=- ---- -:--------- --- D~e=------------------

True and Correct 
copy of 

Original filed in 
Reeves County 
Clerks Office 



STATE OF __________________ _ 
(CORPORATION ACKNOWl.EOGMarJ) 

COUNTY OF __________________ _ 

BEFORE ME. the undctsigncd authority, on this day personally 3ppeved"----------------------------

known co me to be the person whose name is subscribed to the foregoi.Dg in.sttument. as. ____________________ .of 

-:---:-------:----:-----------------,,....---:---:----':"":'--:---::--:-:--llld aclalowlcdged co me that be executed the same 
for the pwposcs and consideration thc::RiD expressed. iD the capacity sUU:d. md as the aa and deed of said eorporalioa.. 

Given under my band and seal of office this the. ____ day or __________ __. 19 __ • 

Notuy Public i.n and for ________ ...;•;;..__ 

STATE OF __________ __ (CORPORATION ACKNOWLEDGMENl) 

COUNTY OF __________ _ 

BEFORE ME. !he undcnipled authority, on this day personally appeared'----··---------------------

lcnown to me to be the pc:son whose name is subscribed to the foregoi.Dg in.stnmlcnt. as,_ ___________________ .of 

-:--.------.----:-,....-...,..---.,..------,-.-----:----:---.---:----:-:--,:--:::--::-:--'llld a.clcnowledged co me that he executed the same 
for the purposes and coiUidcnuion lticrcin exprcssc:d, io the capacity swed, and as the act and deed of said corporation. 

Given under my hand and seal of office this the ____ .day of __________ __. 19 __ . 

STATEOF An'-zor'\CL 
COUNTVOF m a..,n'co{P:--

Notary Public iD and for _________ _ 

(INDIVIDUAL ACKNOWLEDGMENT) 

Before me, the undel'ligned authority, on this day personally appe3red c r a i Q Smith I de a 1 i ng in hi s 
sale and sepa rat e proDe rty 

known CO me to be the persons whose names are subscribed co the foregoing instrument, and acknowledged to me th.at they a ec:uted the same for the purposes and 
c:o~~n therein cxprcssc:d. 

••• 
• • •: • .Given under my hand and 
•• • 
• 

• •• • • • • • • 

STA~OF __ 'f.~~~----,------- (INDIVIDUAL ACKNOWLEDGMENT) 

CO~:eF----:m-.:_,_,lf11iiWl!~...,'-.....;...-----
•: • • •ferore me, the undel'ligned authority, on this day pel'lonally appeared ______ :_t{~....;<Mj;;..:;..-i-Jj-L..o._6~~-"-::.....=:::..:_.:.._ ____ _ 

known to me to be the perlons whose names iltC subscribed co the foregoing instrument, and acknowledged to me that they executed the same for the purposes and 
consideration therein expressed. 

Given under my hand and seal of of!!cc this the __ -",~----day of 

4~~ MONICA MARLOWE 
(~7£~1:o \ NOTARY PUBLIC 
·~•.lJISf..):j State of Texes 
~59 Comm. Exp. 10-30;'99 

~ . 19_(\_ '1> _ _ _ 

~~ 
Notary Public in and for ~~ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 

. ~ 

.: 



. .. . - . .. - ~ 

•••• ... . . 
•• • 

. ~· • • • . ~ · 
• 

"'"' .. • • ...... 
• •••••• .. . 

EXliiBIT ' 'A'' 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY 
17, 1998, BY AND BETWEEN CRAIG SMITH, DEALING IN HIS SOLE AND SEPARATE 
PROPERTY AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVE~G THE NORTH 
HALF OF SECTION 18, BLOCK 55, TWP. 5, TIP RY. CO. SURVEY, REEVES COUJNTY, TEXAS. 

I 

40. Notwithstanding anything to the contrary indicated in Paragraph Three (3) hefein this Lease for 
all purposes shall be considered a fully Paid-Up Oil & Gas Lease. Said Delay RentalsJhave bee~ paid in 
full with the Bonus Consideration tendered here in. 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 . 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks .. Qffice 
~"" 



... 
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• •• •••• . .. 



Ill AN Ht:::>VUH\,;1:::>, Ll-'. v 
ACQU ISITI8~~~~~~~1ER OF THE GENERAL LAND OFFICE 10/6/9& 

PA RAGON #299:Lease Bonus Payment in fu ll of 1/2 Lease Bonus Consideration 
due the State of Texas for Paid-Up Oil & Gas Lease 
dated 07116/98 from the State of Texas by Agent Craig Smith, 
dealing in his sole and separate property, Lessor, in favor of C ia 
Johnson, Lessee, covering N/2 of Section 18, Block 55, Twp. 5, 
T&P Survey, Reeves County. Texas. 

002608 t 4.320.00 

v-.Ju0 7964 
\1D 

Checking Lease Bonus 

TITAN RESOURCES, L. P. 

ACQ~~!l£16~~1tcJ>~ER OF T HE GENERAL LAND OFFICE I 0/6/9& 
• ·~AGON #299:Lease Bonus 
•• · I 
• 

••• • • • ... 
• 

•••• . . 
•••• 

• •••••• • • 

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration 
due the State of Texas for Paid-Up Oil & Gas Lease 
dated 07/ 16/98 from the State ofTexas by Agent Craig Smith, 
dealing in his sole and separate property, Lessor, in favor of Cia 
Johnson, Lessee, covering N/2 of Section 18, Block 55, Twp. 5, 
T&P Survey, Reeves County, Texas . 

4,320.00 

002608 
4,320.00 

4,320.00 



••• • • ••• • 
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Texas General 
Land Office 

David Dewhurst 
Commissioner 

Stephen F. Aust1n Building 

1700 North 
Congress Avenue 

Austin, Texas 

78701-1495 

512-463-5001 

August 11 , 1999 

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

Re: RELINQUISHMENT ACT LEASE NO. M-100171 
N/2 of Sec. 18, Blk. 55, TWP 5, T&P Ry. Co. Sur., 320 gross ac., 160 
net ac. Reeves County 

Dear Mr. Ready: 

The certified copy of the Relinquishment Act Lease covering the above 
refe renced tract has been approved and filed in our records under mineral file 
number M-1 00171 . Please refer to this number in all future correspondence 
concerning the lease. 

Your remittance of $4,445.00, has been applied as the state's portion of t he 
bonus, the processing fee and the fil ing fee. Please let me know if you 
should have any questions. 

i)~~ · ~ 
Drew Reid "{ 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MS:mrg 




