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I TITAN REsoURCES, L.P. 

April 13. 1999 

Mr. Drew Reid 
Texas General Land Office 
Stephen F . Austin Building 
1700 1 orth Congress Avenue 
Austin, Texas 7870 I 

Re : Relinquishment Act Oil & Gas Lease dated August 27, 1998 
Thomas 1 larder Henderson, Agent for the State of Texas, 
Lessor, covering lands in Reeves County, Texas 
Ti tan Lease o. TX299-389-254-000-00 
Paragon Prospect 
S tate Min er al F ile No. i\1- 100169 

Dear Mr. Reid: 

VIA FEDERAL EXPRESS 

• • •• pursuant to our meeting on March 26. 1999, in which you requested that we review certain matters and provide copies of 
• • • • Pnaterials related to certain Relinquishment Act leases, enclosed herewith please find the following: 
• ••• • • • • • i . Certified Copy of Oil and Gas Lease dated August 27, 1998 between the State of Texas, acting by and through its 

Agent , 1l1omas Harder Henderson, referred to as owner of the soil , and Steve F. Annstrong, Lessee. covering the 
E/2 ofSW/4 of Sections 29, Block 58. PSL Survey, Reeves County, Texas . •••• • •••• 

• • • •• ••• . . 
..... . .) . 

•••• 

4. 

5. 

6. 

Copy of request for approval of the above lease by le tter dated September 9, 1998. from J. Robert Ready, Landman, 
to Drew Reid, Texas General Land Office, accepted by the General Land Office on September 21 , 1998. 

Copy of Titan Resources, L.P. Check umber 2477 made payable to the Corrm1jssioner of the General Land Office 
of the State ofTexas in the amount of$800 to cover the required processing fees in connection with the above 
request for approval. 

Copy of letter dated October 7, 1998 from J. Robert Ready, Landman, to Drew Reid, Texas General Land Office, 
where a certified copy of the above lease was transmitted to the General Land Office for filing. 

Copy of Titan Resources, L.P. Check 1umber 26 13 made payable to the Commissioner of the General Land Office 
of the State of Texas in the amount of $ 175.00 to cover the required filing fees in connection with the above lease 
transmi ttal. 

Copy o f Titan Resources, L. P. Check umber 2605 made payable to the Commissioner of the General Land Office 
of the State of Texas in U1e amount of$2,000.00 representing payment in full of lease bonus considera tion due the 
S tate ofTexas for the above lease. 

If additional information is required, please do not hesita te to contact the undersigned. Thank you for your continued 
cooperation and courtesy in this matter. 

WJB/dss 
Enclosures 

Yours very truly, 

.Robert~ 
Landman Ready(,/ 

500 W. Texas • Suite 500 • Midland, Texas 79701 • Fax: (915) 687-0192 • Office: (915) 682-6612 
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PAY TO THE 
ORDER OF 

TITAN RESOURCES, L.P. 
ACQUISITION CHECKING 

P.O. BOX 11 227 
MI DLAND, TEXAS 79702 

•· 
COMMISSIONER OF THE GENERAL LAND OFFICE 

CHASE BANK OF - ,s 
301 WEST BEAURE:, .r=lD 

SAN ANGELO, TEXAS 76903 -
002613 

10/7/98 

$ .. 175.00 

One Hundred Seventy-Five and 00/ 100H••••• • ••••••••••••••••H++•••••••••••••••••••••••• ••••• ••••••••••• ••••••••• 
DOLlARS 

COMMISSIONER OF THE GENERAL LAND OFFICE 

OF THE STATE OF TEXAS 

\1EMO 

Stephen F. Austin Building 

1700 North Congress 

Austin, Texas 78701 

Filing Fees 

TITAN RESOURCES, L.P. 
ACQUISITIOf\J CHECKif\JG 

COMMISSIONER OF THE GENERAL LAND OFFICE 
PARAGON #299:GLO Filing Fee 

••• • • • • •• • 
•••• • • • •• • 

•••• • •••• 
• •••••• • • 

•••• • •••• 

Checking 

fiT AN RESOURCES, L.P. 

Fi ling Fees 

Payment in full of filing fees due for seven (7) Oil and 
Gas Leases as set out on letter dated October 7, 1998 . 

6,CQU ISITI~~~Y~1§~ffiR OF THE GENERAL LAND OFFICE 

PARAGON #299:GLO Filing Fee 
0 • • - ...... - • 

Payment in full of filing fees due for seven (7) Oil and 
Gas Leases as set oui on letter dated October 7, 1998. 

10/7/98 

10/7/98 

. ' 
l.K • .:I, 

Checking Filing Fees 

175.00 

002613 
175.00 

175.00 
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'AYTOTHE 
>RDER OF 

TITAN RESOURCES, L.P. 
ACQUISITION CHECKING 

P.O. BOX 11227 
MIDLAND, TEXAS 79702 

• • 

COMMlSSIONER OF THE GENERAL LAND OFFICE 

CHASE BANK OF T ~ 
301 WEST BEAU REt. . ,D 

SAN ANGELO, TEXAS 76903 
002605 

10/6/98 

$ .. 2,000.00 

Two Thousand and 00/ 1 00•• • • •••• •• • • ••••• + • • • • • • + • •••••• • • ... • • •••••• ••• • • ••• • • • • • • • ••• • •• ••• • • * • • •• • • • • •• • • •• •• 
DOLLARS 

COMMISSIONER OF THE GENERAL LAND OFFICE 

OF THE STATEOFTEXAS 

EMO 

Stephen F. Austin Building 
1700 North Congress 

Austin, Texas 7870 I 
Lease Bonus 

ITAN RESOURCES, L.P. 
CQUISITIOf\J CHECKif\JG 

COMMISSIONER OF THE GENERAL LAND OFFICE I 0/6/98 
PARAGON #299:Lease Bonus 

.... 
• • • •• • ... .. 
• • • •• • 

• 
•••• • •••• 

••••• 1 
• • 
• 
••• • • •••• 

Checking 

TAN RESOURCES, L.P. 

Lease Bonus 

Payment in fu ll of 112 Lease Bonus Consideration 
due the State of Texas for Oil & Gas Lease dated 
08/27/98 from the State ofTexas by Agent Thomas 
Harder Henderson, Lessor, in favor of Steve F. Ann strong, 
Lessee, covering E/2 ofSW/4 of Section 29, Block 58, 
PSL Survey, Reeves County, Texas . 

~QUISITIW~~~<&ER OF THE GENERAL LAND OFFICE 10/6/98 

PARAGON #299:Lease Bonus 

Checking Lease Bonus 

Payment in full of 1/2 Lease -Bonus Consideration 
due the State ofTexa5 for Oil & Gas Lease dated 
08/27/98 from the State of Texas by Agent Thomas 
Harder Henderson, Lessor, in favor of Steve F. Annstrong, 
Lessee, covering E/2 ofSW/4 of Section 29, Block 58, 
PSL Survey, Reeves County, Texas. · 

002605 
2,000.00 

2,000.00 

002605 
2,000.00 

2,000.00 



FedEx I interNetShip I Label Pc> 7901 4708 9 1~ · 

SHIPPER'S FEDEX ACCOUNT NUMBER 

1111111 111111111111111 1111111111111111111111111 11111111 

FROM: PHONE: (915)498-8619 
ROBERT READY 
TITAN RESOURCES L.P 
500 W. TEXAS 
SUITE 500 
MIDLAND TX 79701 
TO: 
M R. DREW REID 

PHONE: (512)475- 1534 

GENERAL LAND OffiCE 
STEPHEN f. AUSTIN BUILDING 
1700 N. CONGRESS AVENUE 
AUSTIN TX 78701 
RE F: Paragon #299 

~. 
Federal Express 

SHIP DATE: 070CT98 
MAN WGT: 1 LBS 

lllllll llllllllllllllllllllllllll llllllllllllllllllll llllllll llllllllll lllllllllllll llli llllllllllllllllll lllllllllllll lllllllllllllllllll lllllll 

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

·····' • • 

DELIVERY ADDRESS 
TRK # 7901 4708 9161 
FORM ID: 0201 

PRIORITY OVERNIGHT 

78701- TX- US 

DROP OFF BSMA7 AUS 
ThiU 
AI 

Deliver by: 
oapcrga 

Page I of2 

· ==~==========~~~==============~~~======~=-~------------~=====-~ •••• • •••• 
FedEx Shipping Label 

To prepare your package for shipment, you need to do the followin~: 

1. Use the Print button in your browser to print this page to your laser printer. 

2. Fold the pr inted page in half and use as the shipping label. 

3. After printing the label, place it in a waybill pouch and affix it to your shipment so that 
the barcode portion of the label can be read and scanned. 

'e> Continue Shipping) 

·~ Can.cel Shipment) 

New! To improve download speed and reduce the number of printed documents, the Shipment 
Summary has been removed from the shipping label and is now available from your Shipping 
History. To access your Shipping History, click on the "Shipping History" button from the 'Account 
and User Information' screen, select the appropriate shipment, and click on the "Shipment Detai ls" 

https://www.fedex.com/cgi-binlship itlinterNetShip . 10/7/98 
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I TrrAN REsoURcES. L.P. 

October 7, 1998 VIA FEDERAL EXPRESS 

Mr. Drew Reid 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress A venue 
Austin, Texas 7870 I 

Re: (7) Relinquishment Act Oil and Gas Leases 
covering lands in Culberson and Reeves Counties, Texas 
Paragon Prospect 

' I 

Dear Mr. Reid: 

With reference to the following described Oil and Gas Leases covering lands in Culberson and Reeves County, Texas, 
enclosed herewith please find the following: 

I. 

2. 

3. 

4. 

Certified copy of Oil and Gas Lease dated July 17, 1998, between the State of Texas, acting by and 
through its agent, Sandra L. Justus, referred to as owner of the soil, and Steve F. Armstrong, Lessee, 
covering the W/2 of the NE/4 of SectiOn 24, Block 59, PSL Survey, Reeves County, Texas. Titan 
Resources. L.P. Check No. 2604 made payable to the order of ColD.!Tllssioner of the General Land 
Office of the State of Texas in the amount of$2,000.00, representing payment in full of lease bonus 
consideration (1 /2 due the State ofTexas) for the above mentioned Oil and Gas Lease . 

Certiiied copy of Paid-Up Oil and Gas Lease dated June 3, 1998, between the State of Texas, acting 
by and through its agent, Wendy Diane Watkins Anderson, referred to as owner of the soil, and Clay 
Johnson, Lessee, covering the W/2 of Section 2, Block 58, PSL Survey, Reeves County, Texas. Titan 
Resources, L.P. Check No. 2607 made payable to the order of Comm:issioner of the General Land 
Office of the State of Texas in the amount of $720.22, representing payment in full of lease bonus 
consideration (1/2 due the State ofTexas) for the above mentioned Oil and Gas Lease. 

Certiiied copy of Paid-Up Oil and Gas Lease dated July 16, 1998, between the State of Texas, acting 
by and through its agent, Craig Smith, referred to as owner of the soil, and Clay Johnson, Lessee, 
covering the N/2 of Section 18, Block 55, Twp. 5, T&P Ry. Co. Survey, Reeves County, Texas. 
Titan Resources, L.P. Check No. 2608 made payable to the order of Commissioner of the General 
Land Office of the State of Texas in the amount of $4,320.00, representing payment in full of lease 
bonus consideration (112 due the State of Texas) for the above mentioned Oil and Gas Lease. 

Certified copy of Paid-Up Oil and Gas Lease dated fuj,ust 14, 1998, between the State of Texas, 
acting by and through its agent, Rita Reed George, rd5Jfed to as owner of the soil, and Clay Johnson, 
Lessee, covering all of Sections 29 & 32, Block 53, PSL Survey, Culberson County, Texas. Titan 
Resources, L.P. Check No. 2609 made payable to the order of Commissioner of the General Land 
Office of the State ofTexas in the amount of$14,169.60, representing payment in full of lease bonus 
consideration (1 /2 due the State of Texas) for the above mentioned Oil and Gas Lease. 

500 W. Texas • Suite 500 • Midland, Texas 79701 • Fax: {915) 687-0192 • Office: {915) 682-6612 
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•· 
Mr. Drew Reid 
General Land Office 
October 7, 1998 
Page 2 

5. Certified copy of Paid-Up Oil and Gas Lease dated August 14, 1998, between the State of Texas, 
acting by and through its agent, Carolyn Clark Oatman Trust, Carolyn Clark Oatman, Trustee, 
referred to as owner of the soil, and Clay Johnson, Lessee, covering all of Sections 29 & 32, Block 
53, PSL Survey, Culberson County, Texas. Titan Resources, L.P. Check No. 2611 made payable to 
the order of Commissioner of the General Land Office of the State of Texas in the amount of 
$7,084.80, representing payment in full oflease bonus consideration (112 due the State of Texas) for 
the above mentioned Oil and Gas Lease. 

6. Certified copy of Paid-Up Oil and Gas Lease dated August 14, 1998, between the State ofTexas, 
acting by and through its agent, W. W. Oatman, referred to as owner of the soil, and Clay Johnson, 
Lessee, covering all of Sections 29 & 32, Block 53, PSL Survey, Culberson County, Texas. Titan 
Resources, L.P. Check No. 2610 made payable to the order of Commissioner of the General Land 
Office of the State of Texas in the amount of $6,220.80, representing payment in fu ll of lease bonus 
consideration (1 /2 due the State of Texas) for the above mentioned Oi l and Gas Lease. 

7. 

8 . 

Certified copy of Oil and Gas Lease dated August 27, 1998, between the State of Texas, acting by and 
through its agent, Thomas Harder Henderson, referred to as owner of the soil, and Steve F. 
Armstrong, Lessee, covering the E/2 of the SW/4 of Section 29, Block 58, PSL Survey, Reeves 
County, Texas. Titan Resources, L.P. Check No. 2605 made payable to the order of Commissioner 
of the General Land Office of the State of Texas in the amount of $2,000.00, representing payment 
in full of lease bonus consideration ( 1/2 due the State of Texas) for the above mentioned Oil and Gas 
Lease. 

Titan Resources, L.P. Check No. 2613 made payable to the order of Commissioner of the General 
Land Office of the State of Texas in the amount of $ 175.00 to cover the required filing fees for 
handling the above 7 Oil and Gas Leases. 

•: • • In addition to the above referenced leases, enclosed is a copy of request for approval of the leases by letter dated 
• • • • September 9, 1998, accepted by the Texas General Land Office on September 21, I998. As soon as the leases 

transmitted herewith have been approved and filed, please advise this office of the assigned Mineral File Number. If 
additional information is required, please do not hesitate to contact the undersigned. Thank you for your continued 
cooperation and courtesy in this matter. 

WJB/dss 
Enclosures 

Very truly yours, 



·• 
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I TrrAN REsoURcES. L.P. 

September 9, 1998 

Mr. Drew Reid 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress A venue 
Austin, Texas 7870 I 

Re: Proposed Relinquishment Act Oil and Gas Leases (8) 
covering lands in Culberson and Reeves Counties, Texas 
Paragon Prospect 

Dear Mr. Reid: 

VlA FEDERAL EXPRESS 

With reference to the captioned Oil and Gas Leases covering lands in Culberson and Reeves Counties, Texas, 
enclosed herewith please fwd the following: 

I. Copy of Oil and Gas Lease dated July 17, 1998, between the State of Texas, acting by and 
through its agent, Sandra L. Justus, referred to as owner of the soil, and Steve Armstrong, Lessee. 
The terms of this Lease are as follows : . 

•••• • •••• 

A . 
B . 
C . 
D. 
E . 

The Lease covers 80 gross and 80 net acres; 
Consideration being paid is $50.00 per net mineral acre; 
$1 .00 per acre annual delay rental; • ....... 

• • 
• 
•••• • •••• 2. 

Primary term is five (5) years; 
The royalty is 3/ 16. 

Copy of Paid-Up Oil and Gas Lease dated June 3, 1998, between the State ofTexas, acting by and 
through its agent, Wendy Diane Watkins Anderson, referred to as owner of the soil, and Clay 
Jolmson, Lessee. The tenns of this Lease are as follows:. 

A. The Lease covers 320. 1 gross and 26.6749 net acres; 
B. Consideration being paid is $54.00 per net mineral acre, which includes paid-up delay 

rentals; 
C. Primary term is five (5) years; 
D. The royalty is 3/16. 

3. Copy of Paid-Up Oil and Gas Lease dated July 19, 1998, between the State of Texas, acting by 
and through its agent, Craig Smith, referred to as owner of the soil, and Clay Johnson, Lessee. 
The·terrns of this Lease are as follows: . 

A. The Lease covers 320 gross and L60 net acres; 
B. Consideration being paid is $54.00 per net mineral acre, which includes paid-up delay 

rentals; 
C. Primary term is five (5) years; 
D. The royalty is 3/16. 

500 W. Texas • Suite 500 • Midland, Texas 79701 • Fax: (915) 687-0192 • Office: (915) 682-6612 



Mr. Drew Reid 
General Land Office 
September 9, 1998 
Page 2 
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4. Copy of Paid-Up Oil and Gas Lease dated August 14, 1998, between the State of Texas, acting by 
and through its agent, Rita Reed George, referred to as owner of the soil, and Clay Jolmson, 
Lessee. The terms of this Lease are as follows:. 

A. The Lease covers I ,280 gross and 524.8 net acres; 
B. Consideration being paid is $54 .00 per net mineral acre, which includes paid-up delay 

rentals; 
C. Primary term is five (5) years; 
D. The royalty is 3/16. 

5. Copy of Paid-Up Oil and Gas Lease dated August 14, 1998, between the State ofTexas, acting by 
and through its agent, Warren Malcolm C lark, Trustee of the Warren Malcolm Clark, Trust, by 
Carolyn Clark Oatman, Agent and Attorney-in-Fact, referred to as owner of the soil, and Clay 
Johnson, Lessee. The terms of th is Lease are as follows:. 

6 . 

A. 
B. 

C. 
D . 

The Lease covers I ,280 gross and 262.4 net acres; 
Consideration being paid is $54.00 per net mineral acre, which includes paid-up delay 
rentals; 
Primary term is five (5) years; 
The royalty is 3116. 

Copy of Paid-Up Oil and Gas Lease dated August 14, 1998, between the State ofTexas, acting by 
and through its agent, Carolyn Clark Oatman Trust, Carolyn Clark Oatman, Trustee, referred to 
as owner of the soil, and Clay Johnson, Lessee. The terms of this Lease are as follows: . 

A . 
B . 

C. 
D. 

The Lease covers I ,280 gross and 262.4 net acres; 
Consideration being paid is $54.00 per net mineral acre, which includes paid-up delay 
rentals; 
Primary term is five (5) years; 
The royalty is 3/ 16. 

7. Copy of Paid-Up Oil and Gas Lease dated August 14, 1998, between the State ofTexas, acting by 
and through its agent, W. W. Oatman, referred to as owner of the soil, and Clay Johnson, Lessee. 
The terms of this Lease are as follows: . 

A. The Lease covers 1 ,280 gross and 230.4 net acres; 
B. Consideration being paid is $54 .00 per net mineral acre, which includes paid-up delay 

rentals; 
C. Primary term is five (5) years; 
D. The royalty is 3/ 16. 
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Mr. Drew Reid 
Texns General Land Office 
September 9, 1998 
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8. Copy of Oil and Uas T.c11S~ dated August 27, 199R, between the State of Texas, ncting by and 
through its agent, Thomn.'l Hurder Henderson, referred to as owner of the soil, und Steve F. 
Annstl'ong, Le~:;ec. The t~rms of tltis Lea~e are ns follows:. 

A. T'hc Lease cover:; 80 gross and RO net acres; 
B. Consideration being pnid is $50.00 per net mineral ocre; 
C. $ J .00 per acre annual delay rent11l; 
D . Primnry term is five (5) year:;; 
E. 'fhc royalty is 3/16. 

Enclosed, pl.easc find Titan Resources, J..P. Check No. 2477 in the amount of $800.00 to cover the required 
processing fees for handling the enclosed 8 Oil and Gas Leases. 

Plea~e review the enclosed leases for prior approval. lf the terms of thi~ trausnction nrc acceptable to the State of 
Tcxns, please o.ck.nowlcdge hy signing aJtd rctuming one copy of this letter. ~hould you have any questions 

• • ·: •I concerning this maHer, please do not hesillile to eonrnct me . •• 
•••• 

• •• • : Very tmly yours, 

.... .. "··· ... . .. 

.. -- -... 

AUlilllJD TO AND ACCEPTED TH.fS ZJ ... DAYOFSEPTEM BHR, l 998 

Stnte of Texas General Land Office 

By: .... ~~ 

f:\homo\llsa\tglo\tglo f prcapp.llr 
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FILE I 2807 ... -. 

Geausl Laad Offit< 
Rellaqulsbmat Act L<as< Form 
Revised, September 1997 

OIL AND GAS LEASE 

THIS AGREEMENT ls made and entered into this 27th!ay of August 19..2a__, between the Swe ofTeus, acting by and through its 

~en~ _ __ THTHOMAS~~~HARD~~ER~~HEND~UERSON~~~--------------~~~~~~~~~~~~~Pr~~~~yyr.-~~7~ 
-

- - ----- - ---- - ------of 15602 Pennystone Court · FnenjS'M)Qd, TX 77546 · 
-------- - - - - ---------;;::::::--;;:-:==:-:-:u:::::;:------- ------- ---s•id ~enl 

(Give Permanenl Address) 
herein refem:d 10 as the owner of the soil (whether one or more), and STEVE F . ARMSTR:NG 
~~~~~~~~~~rrru.-~~,----------------~~---------o,f 

P .O. Box 695 . Pecos . TX 79772 
(Give Permanenl Address) 

hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and ~ements to be paid, kepi and performed by 
Lessee under this lease, the Swe ofTexas acting by and through the owner of the soil. hereby grants, leases and lets unto Lessee, for the sole and only purpose of 
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power swions, telephone lines and other suucturcs 
thereon, to produce, save, take care of, treat and transpon said producu of the lease, the fo llowing lands situa1ed in ReeveS Counl)', Stale 
of Texas, to-wit 

E/ 2 of SW/4 of Section 29 , Block 58 , 

Public Sch::xJl I.arrl Survey 

cont.aining 80 ..__ -=;.::... _ _ _ acres, more or less. The bonus considcra1ion paid for this lease is as follows: 

To the Swe of Texas: 'fun Thousand arrl No/] 00- - ---------- - ----------------
Doll~tf (S_ 2 . 000 , 00 ) 

To the owner of the soil: Two Th:::msand and No/100---- - - ------------------·------
Dollars (S 2 , 000 . 00 ) 

Tow bonus consideration: Four Thousand a nd Noll 00------------------------ ----
Dollars (S 4 , 000 , 00 ) 

797 

, .... The 1otal bonus consideration paid represents a bonus of F~§9}jl,l):), Nol l 00- - -- - ----- ------- -- --------
------ - - - - -------- - Dollars (S ---~ ) per acre, on 8 0 net acres. 

2. TERM. Subject to the other provisions in th is lease, this lease shoJI be for a term of five ( 5) years from this dat< 
(herein c&lled "primary t<rm") and as long thereafter as oil and gas, or either of them. is produc.:d in paying quanlities from said land. 
As used in thi$1ease. the ttnn 'produced in paying quanJities' mew thai the receipts from the sale or other wthotiud commtttiil use of the subsWicc(s) covettd 
exued out of pocket opentlonal ex pens<$ for the six months last past 

3. DELAY RENTALS. If no well is conunenud on the leased premises on or before one (I) year from th.ls dat<, this lease sh&ll t<rminalc, unless 
on '" bofore such ::::nh-.:I'U:Z)' <ht: ~ shs!l pay .,r ten~er 10 the owner of the soil or to hl• credit in 
the JSC Federa l Cre 'Ht IJnjon Bank. 
at P 0 Pox 58348 Hanston . TX 77258 , or iu su=sso11 (which shoJI continue as the depository regardless of changes in the ownership of 
said land), the amount specified below; in addition, Lessee shall pay or t<nder 10 the COMMISSIONER OF TilE GENERAL LAND OFFICE OF TilE STATE OF 
TEXAS, AT AUSTIN, TEXAS, a like sum on or before said dat<. Payments under thls paragraph shall Opcra1C as a rental and shoJI cover the privilege of deferring 
the commencement of a well for one (I) year from said dale. Paymen!S under this paragraph shoJI be In the following amoun!S: 

To the owner of the soil: Forty and No/100--------- - ------------------
Dollars (S 40 , 00 > 

To the Stale ofTcxas: Forty and No/100-- -----------------
Dollars (S 4 0 00 > 

Total Rental: Ei<ihty and )llQ/100- ---------------- ----- ---- - -
Dollars (S 80 00 ) 

In a like manner and upon like payments or tendc11 annu&lly, the conunencemcnl of a well may be funhcr deferred for successive periods of one (I) year each during 
the primary te rm. All paymcn!S or tendc11 of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of this lease, and may be 
delivered on or before the rcnw paying dat<. lfthe bank dcsignat<d In this paragraph (or iu successor bank) should CG&SC to exist. suspend busincss,liquidat<, fail or 
be suCCGeded by another bank. or for any reason fail or refuse to &CCGpt rental, Lessee shoJI not be held In default for failure to make such paymen!S or 1ende11 of 
rental until thiny (30) days after the owner of the soil shoJI deliver 10 Lessee a proper recordable insuumcnt naming another bank as ~cntiO =lve such paymcn!S 
or tenders. 
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4. PRODUCTION ROYALTIES. Upon production of oil and/or sas. Lessee agrees to pay or cause to be paid one·half(lf2) of the rGyalty 
provided for in this lease to the Commissioner of the General Land Office of the Swc of Texas, at Austin. Texas, and onc-half(lf2) of such royalty to the owner of 
the soil: 

(A) OIL Royalty payable on oil, which Is defined as Including all hydroearl>ons produced In a liquid form lithe mouth of the well and also as all 
condensate, distillate, and other liquid hydrotMbons recovered from oil or gas run throu&h a separator or other equipmen~ as hereinafter provided, shall be 

3/16ths part of the grou production or the market value thereof, at the option of the owner 9fthc soil or the Commissioner of the 
General Land Office, such value to be determined by I) the hl&hest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrotMbons, respectively, of a like type and gnvity In the general arc: a when: produced and when run, or 2) the hl&hest market price thereof offered or paid In the 
scncral area where: produced and when run. or 3) the gross proceeds of the sale therc:o(, whichever is the src:ller. Lessee asrc:cs thll before: any sas produced 11om the 
leased premises is sold, wed or processed in a plan~ It will be run ~e of cost to the royalty owners throu&h an adcquliC oil and &as separator of conventional type, or 
other equipment at least as cffic ien~ so that all liquid hydroearl>ons n:covcf1ble (tom the gas by such means will be recovered. The requirement that such gas be run 
through a sepanror or other equipment may be waived In writing by the royalty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (Including narc:d gas), which is defined as all hydrocarbons and caseous substances not defined 
as oil in subpansraph (A) above, produced Ciom any well on said land (except as provided herein with respect to gas processed in a plant for ll1c extraction of 
gasoline, liquid hydrocarbons or other products) shall be 3/16tbs part of the gross production or the market value thereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office, such value to be based on the hi&hest market price paid or offered for cas of compaf1blc quality in 
the general area where: produced and when run, or the grou price pald or offered to the producer, whichever is the src:ater, provided that the maximum pressw-c base 
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square: Inch absolute, and the standard base temperature shall be sixty (60) 
degrees Fahrc:nhei~ correction to be made for prc:ssw-c according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the 
most approved method of testing being used by the industry at the time of testing. 

(C) ~ROCESSED GAS. Royalty on any gas procem.d In a gasoline plant or other plant for the recovery of gasoline or other liquid hydrotMbons 
shall be 3/16ths part of the residue sas and the liquid hydrotMbons extracted or the market value thereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundn:d pen:ent (10001.) ofll1c total plant 
production of n:siduc gas attributable to gas produced from this lease, and on fil\y pen:ent (50%). or that percent accruin& to Lessee, whichever Is ll1c src:atcr, of the 
total plant production of liquid hydrocarbons attributable to ll1c sas produced Ciom this lease: provided that if liquid hydroearl>ons arc: recovered Ctom gas processed 
in a plant in which Lessee (or its paren~ subsidiary or affiliate) owns an lnterc:s~ then the pen:entage applicable to liquid hydroearl>ons shall be fil\y pen:ent (5Q<I.) or 
the hi&hcst percent accruing to a third party proceuing gas throu&h such plant under a proceuing agreement negotiated at arm's length (or if there b no such third 
party, the highest percent then being specified in processing asrc:emcnts or contracts in the industry), whichever is the grca1er. The respective royalties on res idue gas 
and on liquid hydrotMbons shall be determined by I) the highest market price pald or offered for any gas (or liquid hydrocarbons) of companble quality In the 
general area. or 2) the gross price paid or offered for such residue gas (or the wci&hted average gross selling price for the respective gndes ofliquid hydrotMbons), 
whichever is the greater. In no even~ ho-.evcr, sha!l the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
been proceucd . 

(D) OntER PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manufactured Ciom gas (exceptin& liquid hydrocarbons) 
whether said gas be •casin&hcad. ··dry; or any other gas. by fractlona1lng, burning or any othor proecssing shall be 3/16tbs pan of the 
gross production of such products, or the market value thereof, atll1c option of the owner ofthc soil or the Commissioner of thc General Land 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 each product for the same month In which such products arc: produced; whichever is the greater . 

5. MINIMUM ROYALTY. During any year after the expiration of the primary tcnn 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 suec:ecding the anniversary dltc of this lease a sum equal to the total annual rental less the amount of royalties paid durin& the 
preceding year. lfParag1'11ph 3 of this lease docs not specify a delay rental arnounl then for the purposes of this paragraph, the delay rental amount shall be one 
dollar (S 1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other provision In this lease, at any time or Ciom time to time, the ownor 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 ofll1c soil's or the Commissioner of the General Land Office's right to talcc its royalty in 
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's ri&hts or Lessee's obligations, whether express or implied. 
uo~cr this lc:uc. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of 
producing, gathering, storing. separating. treating, dehydrating. compressing, processing. transporting, and otherwise making the oil, gas and oll1cr products 
hereunder ready for sale or usc. Lessee asrc:es to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and 
production related costs. 

8. Pv.NT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportlonliC share: or any fuel used to 
process gas produced hereunder in any processing planl Notwithstandin& any other provision of this lease, and subject to the written consent of the owner of the soil 
and the Commissioner of the General Land Office. Lessee may recycle gas for gas lit\ purposes on the leased premises or for injection into any oil or a as producing 
formation underlying the leased premises after the liquid hydrotMbons contained in the gas have been removed; no royalties shall be payable on the recycled cas 
unulltls produced and sold or used by Lessee in a manner which entitles the royalty owner1to a royalty undorthis lease. 

9 ROYALTY PAYMENTS AND REPORTS. All royalties not talccn 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 provided in the rules set forth In the Texas Register. Rules currently provide that royalty on oil is due 
and must be received In the General Land Office on or before the 5th day of the second month suecceding the month of production, and royalty on &as Is due and 
must be received In the General Land Office on or before the ISth day of the second month suec:ecding the month of production. accompanied by the affidavit of the 
owner. manager or other authorized agen~ completed in the form and manner prescribed by the General Land Office and showin& the gross amount and disposition of 
all oil and gas produced and the market va:ue of the oil and gas, together with a copy of all documents, records or reports confirming the cross production. disposition 
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and' marlo:ct value Including ga.s metu readings. pipeline receipts, ga.s line receipts and other checla or memoranda of amount produoed and put into pipelines, tAnks, 
or pools and ga.s t ines or ga.s norage, and any other reports or records which the Oenenl Land Office may requite to verify the gross production, disposition and 
marlo:ct value. In al l eases the authority ofa nu.nager or agent to act for the Lcsscc herein must be tiled In the General Land Office. Each royalty payment mall be 
accompanied by a-chcelc stub, schedule, summary or other mnlt1Ance advice showing by the a.sslgned General Land Office lca.sc number the amount of royalty being 
paid on each lease. If Lessee pays his royalty on or before thirty (30) days allu the royalty payment wa.s due, then Lenec owes a penalty of 5% on the royalty or 
SlS .OO, whichever Ls grc:&r. A royalty payment which l.s over thirty (30) days I& shall w:nJC a penalty of 1001. of the royalty due or $25.00 whlc:hcvcr Ls grc:au:r. 
In addition to a penalty, royal ties shall w:Ne interest at a r& of 12% per year; such Interest will begin w:Ning when the royalty ls sixty (60) days overdue. 
Affidavits and supporting documents which arc not flied when due shall Incur a penalty In an amount set by the General Land Office administrative rule which Is 
effective on the date when the affidavits or supporting dOCUIIlCnts were due. The lcs$ee shall bear all responsibility for paying or causing royalties to be paid a.s 
prescribed by the due d& provided herein. Payment of the del inquency penalty shall In no way ope<& to prohibit the Stale's right offorfelture a.s provided by law 
nor act to postpone the date on which royalties were originally due. The above penalty provlsloru shall not apply in cases of title dlsputc a.s to the Stale's poruon of 
the royalty or to thl1 poruon of the royalty in dispute a.s to fair market value. 

1 0. (A) RESERVES. CONTRACTS AND OTHER RECORDS. Les.see shall annually fumlsh the Commissioner of the General Land Office with 
its best possible estimate of oil and ga.s reserves underlying this lea.sc or allocable to thls lease and shall furnish salcl Commlss!oner with copies of all contncu under 
which gas is sold or pi'OCCS$ed and all subsequent agreements and amendments to such contracts within thirty (30) days after entering Into or maldng such contncu. 
agrecmcnt.s or amendments. Such contracts and agrc:crncnts when received by the General Land Office shall be held In confidence by the Gcnenl Land Office unlcu 
otherwise authorized by Lc.ssec. All other contncu and records peruinlng to the production, lranSponation, sale and marlo:eting of the oil and ga.s produoed on said 
premises, including the boolcs and account.s. receipts and discharges of all wells, tanla, pools, meters, and pipelines shall at all times be subject to Inspection and 
examina1ion by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Wrluen notice of all operations on this lease shall be submiued to the Commissioner of the General 
Land Office by Lcssce or operator five (S) days before spud da1e, workover, re-<:ntry, temporary abandonment or plug and abandonment of any well or wells. Such 
wriru:n notice to the General Land Office shall Include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and 
plugging reporU shall be supplied to the General Land Office at the time they arc filed with the Tcxa.s Railroad Commission. All applications, permits, reports or 
other filings that reference this lease or any specific well on the lca.scd premises and that arc submiued to the Texa.s Railroad Commission or any other governmental 
agency shall include the word "Stale" in the title. Additionally, In accordance with Railroad Commlsslon rules, any slgnagc on the leased premlsc:s for the pwpose of 
identifying wells, tank batteries or other IS$0Ciatcd improvements to the land must also Include the word ·swe.• Lc.ssec shall supply the General Land Office with 
any records, memoranda, accounts, reports, cuttings and cores, or other Information relative to the operation of the abovc-(lescribed premlsc:s, which may be 

• • • ll:aucst.:d by the General Land Office, in addition to those herein expressly provided for. Lc.ssec shall have an electrical and/or radioaaivlty survey made on the 
• • • • tx.c-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the abcve described premises and shall tnnsmita true copy of 

• • • ~· log of each survey on each well to the General Land Office within tillecn (IS) days after the malclng of said survey. 

• • • 
• • • (C) PENAL TIES. Lc.ssec shalllncur a penalty whenever reports, documents or other materials arc not tiled In the General Land Office when 

• due. The penalty !or I& ti ling shall be set by the General Land Office administntlve rule which is e.ffcetive on the da1e when the ma1erials were due in the General 
•• w dOffice . 
• •••• I I. OR Y HOLEICESSA TION OF PROOUcnON DURINO PRIMARY TERM. If, during the primary term hereof and prior to discovery and production 

• • • • oS Sil or ga.s on said land, Lc.ssec should ~II a dry hole or holes thereon, or If during the primary term h~f an~ after the discovery ~d actual production of oil or 
• g~m the leased premises such productton theneof should cea.sc from any cause, thls lea.sc shall not temuna1C if on or before the expin.llon of sixty (60) days from 

date of complcllon of said dry hole or cessation of production Les.see commences additional drilling or reworldng operations thereon, or pays or tenders the next 
• annual delay rent&! in the same manner a.s provided In thls lease. lf, during the lut year of the primary term or within sixty (60) days prior thereto, a dry hole be 
• ~lf!pleted and abandoned, or the production of oil or ga.s should cea.sc for any cause, Lc.ssec's rights shall remain in full fore.: and effect without furlher operations 

• • • ~til the expiration of the primary term; and if Lessee ha.s not resumed production In paying quantities at the expiration of the primary term, lcs$ee may maintain this 
lease by conducting additional drilling or reworking operations pursuant to Pangraph 13, using the expiration of the primary term a.s the da1e of cessation of 
production under Para&r&Ph 13. Should the ftnt well or any subsequcnl well drilled on the abcve described land be completed a.s a shut-In oil or ga.s well within the 
primary term hereof, l..cssec may resume paymenl of the annual rental In the same manner a.s provided hcrcln pn or before the rental paying d& following the 
expiration of sixty (60) days from the date of completion of such shut-In oil or ga.s well and upon the failure to malce such payment, this lease shall ipso factO 
terminate. lf11 the expiration of the primary term or any time thereafter a shut-In oil or ga.s well Is IOC&1cd on the leased premises, payments may be made In 
accordance with the shut-In provisions hereof. 

12. ORIWNO AND REWOR.KINO AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor ga.s ls being 
produced on said land, but Lc.ssec is then engaged In drilling or reworking operations thereon, this lease shall :er.uln In Coree so l~ng as opc:31lons on said well or for 
drilling or reworking of any additional well arc prosecuted in good faith and In worlcmanlllce manner without interruptions totaling more than sixty (60) days during 
any one such operation, and If they resul t in the production of oil and/or gas, so long thcrcallcr a.s oil and/or ga.s is produced in paying quantities from said land, or 
payment of shut-in oil or ga.s well royaltles or compensa10ry royalties Is made as provided In thls lease. 

13. CESSATION, OR.ILUNO, AND REWORKING. U: after the expiration of the primary term, production of oil or gas from the leased premises, after 
once obtained, should cea.se from any cause, this lease shall not t.:rmina1e lfLc.ssec commences additional drilling or reworking operations within sixty (60) days 
after such cessation, and thls lea.sc shall remain in full fo~ and effect for so long a.s such operations continue in good faith and In worlcmanlilcc manner withoul 
interruptions totaling more than six!)' (60) days. If such drilling or reworldng operations result In the production of oil or gas, the lease shall remain In filii force and 
effect for so long as oil or gas is produced from the lea.scd 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 a.s provided by law. If the drilling or reworking operations result in the completion of a well a.s a dry hole, thelea.sc will not 
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well a.s a dry hole, and thls lea.se 
shall remain In effect so long a.s Lessee continues drilling or reworking opc:rations in good faith and In a worlananlikc manner without lntcmlptions total ing more 
than sixty (60) days. Lc.ssee shall give wriru:n notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROY AI.. TIES. For pwposes of this paragraph, "well" means any well that ha.s been assigned a well number by the Stale agency having 
jurisdiction over the production of oil and gas. I ( at any time after the cxpin.llon of the primary term of a lease tlw, until being shut In, was being maintained In 
fo~ and effect, a well capable of producing oil or ga.s In paying quantities is loc&d on the leased premises, but oil or ga.s is not being produced for laelc of suitable 
production facilities orlack of a suitable marlo:et, then Les.sec may pay a.s a shut-In oil or ga.s royalty an amounl equal to double the annual rental provided In the 
lease, but no1less than Sl .200 a year for each well capable of producing oil or gas In paying quantities. lfParagraph.3 of th is lca.sc does not specify a delay ~ntal 
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (SI.OO) per acn:. To be effective, each Initial shut-in oil or gas royalty 
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must be paid on or before: (I) lhc expiration oflhc primaty lcnn. (2) 60 days allu lhc l...cs$cc CC&5CS 10 produce oil or gas from !he leased premises, or (3) 60 days 
allcr l...cs$cc complclcS a drill in& or reworking opcntion ln accordance wilh lhc I case provisions; whichever dale is IlleSt. Such payment shall be made onc..f\alf(l/2) 
10 lhc Commis.sioncr oflhc General wd Office and one-half (112) 10 lhc owner oflhc soil. lflhc shut-in oil or gas royal I)' is paid, lhclcasc shall be considered 10 be 
a producing lease and lhc payment shall cx1cnd lhc 1crm of lhc lease for a pcnod of one year from lhc end oflhc primaty lcnn. or from lhc first day of lhc monlh 
following lhc monlh In which production ocased. and, alltr lhat. if no suil&ble production facilities or suil&ble marl<el for lhc oil or &IS cxisu. lc$scc may c:x tcnd lhc 
lease for four more suoccs.sivc periods of one (I) year by paying lhc same amount each year on or before lhc expiration of each shul·in year. 

1 S. COMPENSATORY ROY Al.TIES. I C. during lhc period lhc lease is lccplln ciTed by payment oflhc shut-In oil or cas roy all)', oil or gas is sold and 
del ivered in paylnc quantities from a welllocaled wilhln one thousand (1,000) feel oflhclcascd premises and complclcd in lhc same producin& rtsctVoir, or In any 
case in which drainaco is occwrinc. lhc righlto continue 10 maintain lhe lease by paylnc lhc shul·in oil or gas royal I)' shall ocasc, bullhe lease shall remain ctfcelive 
for lhe remainder of lhc year for which lhc roy all)' has been paid. The Lcucc may malnl&in lhc lease for four more successive years by l..c$see payln& compensatory 
roy al l)' 11lhe roy all)' ralc provided in lhe lease oflhc marlccl value of production from lhc well eausin& lhc drainage or which is compiclcd In lhc same producing 
reservoir and within onelhousand (1,000) feel oflhe leased premises. The compens110ry roy all)' is 10 be paid monthly, one-half(l/2) 10 lhe Commis.sioner oflhe 
General Land Office and one·half(l/2) lO lhe owner oflhe soil, begiMing on or beforelhelasl day oflhe monlh following lhc monlh in which lhc oil or gas is 
produced from lhc well causing lhc drainqc or lhll.ls complclcd In lhc same producing reservoir and localed within onclhousand (1.000) feel oflhcleased premises. 
lflhc compens110ry royall)' paid In any 12-monlh period is in an amount less lhan lhe annual shut-In oil or gas royall)', Lcucc shall pay an amount equal 10 lhe 
dltfcrence within lhlrty (30) days from lhe end oflhe 12-monlh period. Compensatory royall)' paymcnu which arc nollimcly paid will accrue penall)' and Interest in 
accordance wilh Paracraph 9 of lhiJ lease. None oflhesc provisions will relieve wscc oflhc obligation of reasonable dcvclopmcnl nor lhc obligalion 10 drill offset 
wells as provided In Tc:xas Natural Rcsourocs Code S2. 173; however, a1lhc dclcrmination of lhc Commissioner, and wilh lhc Commissioner's wrincn approval, lhc 
payment of compensai.Ory royaltlu 1:111 nwfy lhe obligation 10 drill otrscl wells. 

16. RETAINED ACREAGE. NolWillutandlng any provlslon oflhls lease 10 lhe conll"lty, allcr a well producing or capable of producing oil or gas has 
been complclcd on lhe leased premises, Lcucc shall exercise lhc diligence of a reasonably prudent operator In drilling such additional well or wells as may be 
reasonably necc:nry· fer L~: prorcr clevclo~'1ll <nl of \he l=<:d prembcs snrlln mo.:ic:tlnc lho production !hereon. 

(A) VERTICA.I... In lhc evcnt lhis lease is In force and ctfcd rwo (2) years allu lhc cxplntion dale oflhc primaty or cXIcnded lcrm It shalllhcn terminate 
as 10 al l of lhe leased premisc:s, EXCEPT (I) ~0 acres surrounding each oil well capable of producing In paying quantities and 320 acres surrounding each gas well 
capable of producing in paying quanllties (Including a shut-In oil or gas well as provided In Paragraph 14 hereof), or a well upon which Lessee ls lhcn engaged in 
continuous drilling or reworicing operations, or (2) lhe number of acres included in a producing pooled unil pursuan110 Texas Natural Resources Code S2.1.S 1-
$2.1S3, or (3) such grc:11cr or lesser number of acres as may lhcn be allocalcd for produCI.Ion purposes 10 a proration unit for each such producing well under lhc rules 
.and regulalions of lhe Rallroad Commission of Tens. or any sueocssor agency, or other governmental aulhoril)' having jurisdiction. If a1 any time allcr lhc c ffcdivc 
dale of lhe partial termination provisions hereof. lhc applicable field rules arc changed or lhe well or wells loealcd !hereon arc reclassified so lhallcss acrcage b 
thcreallcr allocalcd lO said well or wells for produdion purposes, lhis lease shalllhcn:upon lcrminalc as 10 all acreage nollhcrufter allocated 10 said well or "ells for 
production purposes. Notwillutanding lhc' 1ermina1ion of lhis lease as 10 a ponion of lhc lands covered hereby, Lessee shall ncverlhclcss continue 10 have lhe nght of 
ingress lO and egrcs.s from lhc lands still subjcclto lhis lease for all purposes described In Paragraph I hcn:of, lOgclher wllh casemcnu and righUo()f-way for existing 
roads, existing pipelines and other existing facilities on. over and across alllhe lands described in Paracraph I hcn:of("lhc n:taincd lands"), for access 10 and from lhc 
retained lands and for lhc galhcring or lran.Sporl&tion of oil, gas and other minerals produced from lhc retained lands. 

fBj 119~9ll'Fltil. In the""" lftis leUJe is in fi>1 ee w1d dfct1 l•o (2) >••• afte• tliC expi1atiou dote ofdiL plim&) •• cxw.idcd 1<1111 il sholl fa•d•01 
lieuuiuale UJ le oil 4oplN ~ol e 199 fool ~elo !lie lelel depth dlilled {lleiCillltftCi ' detpti doptl10•) iu each nclll"'"'"'d 011 acltagc 1Ctaincd in Pwagldph 16 (it) 

wbe •c. Ui ileos on • • ~•fi>•• r •• Ei!) >••• o4\oi tl1c plimOI) 01 exwndcd "'""~%Ace pa)l &IIOIIIOWil eqool lo cue half(IR) ofd10 bcnw c•iginollj paid M 

CXJiu idtioticn fo1 d1is I em (os speoi~ed eu po;o I l•••eof). lfs uch 01uconl b paid; tl1is lease sholl be iu fi>• w and cF!ie CI os 10 such dcepti depdd, w1d said 
ft iil lillb(iOil JhaH ~e del l ) & .. far Ill IJ44illa: Ill J' IPil~ eft 8 {;~ y eM M tf 1818"' .... ;IFIIIAet M lil lrCM iti!N~W II. ift J'l) j,., ~tnlllllili., ~e ftll ette~ lhiJIIF deptM 
W ICICd b) diiS lcUJe. 

(C) IOENTIACA TION AND AUNO. The surface acrc:agc n:taincd hereunder as 10 each well shall, as nearly as praetleal, be in lhc form of a square wilh 
the well localed in lhe cenlcr !hereof, or such other shape as may be approved by lhc Commissioner of lhe General land Office. Within thirty (30) days allcr partial 
lcrminalion of lhis lease as provided herein. l..c$see shall cxcculc and record a n::lease or releases containing a suisfactory legal description oflhc acreace and/or 
dcpllu not rel&lned hereunder. The recorded re lease, or a certified copy of same. shall be filed In lhc General Land Office, accompanied by lhc filln& fee prcseribed 
by lhc O<:ncraJ Land Office rules ln ciTed on lhc d11c lhc release ls filed. If Lessee falls or refuses 10 cxccu1c and record such release or releases wilhln ninety (90) 
days &Jicr being n::queslcd 10 do so by lhc General Land Office, lhc.n lhc Commissioner a1 his sole discrction may designllc by written inslNmenllhc acreage and/or 
dcpllu 10 be n:leased hereunder and record such insuumcnl a1 Lcucc's expense in lhc counl)' or counties whcrelhclease is located and in lhe official records oflhc 
General Land Office and such designation shall be binding upon Less<:' for all purposes. 

17. OFFSET WELLS. Neither lhe bonus, delay rentals, nor royalllcs paid, or 10 be paid, under lhls lease shall re lieve l..c$sec of his obligation 10 prolcd 
lhc oil and gas under lhc abovc..Sescribcd land from being drained. l..c$see, sublessee, receiver or other agent in conli'OI oflhe leased premises shall drill as many 
wells as lhc facts may jusllfy and shall usc approprialc means and drill lD a depth necessary 10 prevent undue drainage of oil and gas from lhc leased premises. In 
addition. If oil and/or gas should be produocd In commercial quantities wllhln 1.000 feet of lhe leased premises, or in any ease where lhe leased premises Is being 
drained by production of oil or gas, the l..c$scc, subless<:c, receiver or other agent in conli'OI of lhclcased premises shall in good fallh begin lhe drilling of a well or 
wells upon !he leased premises wllhin 100 days alltr lhc draining well or wells or lhc well or wells complclcd wilhln 1,000 feel oflhc leased premls<:s start producing 
in commercial quantities and shall pros<:eulc such drilling wilh diligence. Fallun: 10 satisfY lhc swutory oiTscl obligation may subjcctlhls lease and lhc owner oflhc 
soil's agency righu 10 forfciiUre. Only upon lhc dclcrmination oflhe Commissioner oflhc General Land Office and wilh his wrincn approval may lhc payment of 
compensatory roy all)' under applicable swutory pararnctcn satisfY lhc obllg11lon 10 drill an offici well or wells n:quin:d under lhis paragnph. 

18. FORCE MAJEURE. If, allcr a good fallh ctron, Lessee is prevcnlcd from complying with any express or Implied covenant oflhls lease, from 
conducting drilling operalions on lhc leased premises, or from producing oil or gas from lhe leased premises by reason of war, rebellion, riou, strikes, acu of God. or 
any valid order, rule or n:gulation of govcmmcnteulhonl)', lhcn while so prevcnlcd. Lcucc's obligation to comply wilh such covenant shall be suspended and Uss<:< 
shall not be liable for damages for fallun: 10 comply wllh such covcnanu; additionally, lhis lease shall be CXlcnded whilc l..c$scc Is prevcnlcd, by any such cause, 
from conducting drill ing and rcworiclng operations or from producing oil or gas !rom !he leased premises. However, nothing in lhls paragnph shall suspend lhc 
payment of delay rcnlals In order 10 maintain lhis lease in ctfcct during lhc primaty lcrm In lhc absence of such drilling or rcworicing operations or produdlon of oil 
or gas. 
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19· w ARR.ANTY CU\USE. The owner or the soil WatTllllts and agn:cs 10 defend title 10 the leased premises. I (the owner or the soil defaults in . 
p•ymcnts ow~d on the leased pn:mises. then ussee may n:deem the rights of the o~cr of th~ soil In the leased pn:mises by paying any mongagc. wccs or other I tens 
on the leased premises. If ussee makes payments on behalf of the owner of the sot I under thts paragnph. w see may recover the cost of these payments from the 
rental and royalties due the owner of the soil. 

20. (A) PROPOR110NATE REDUCTION CLAUSE. If the owner of the soil owru less than thccnt.in: undivided surface es':"" in the a~vc . 
described land whether or not wsce's lnten:stls specified hen: ln. then the royalties and n:nW hen: in provided to be patd to the owner of the sot I shall be patd to htm 
in the proponl~n which his intcn:st bears to the entire undivided surface cstAU: and the royalties and n:nW herein. provided to be pald to the Commissioner ~f'!'< 
General Land Office of the St.atc of Texas shall be likewise proponionately reduced. However, befon: u ssee adJUSts the royalty or rental due to the Comm•su.oner of 
the General Land Office. l.Gssee or hl.t authorlud represcnwlvc must submit to the Commissioner of the General Land Office a written stAU:ment which cxplams the 
discrepancy between the lnten:st pwponcdly leased under thls lease and the acruaJ lnten:st owned by the owner of the soil. The Commissioner of the General ~d 
Office shall be pald the value of the whole production allocable to any undivided interest not covered by a lease. less the proponlonlle development and producuon 
cost allocable to such undivided lntcn:st However, In no event shall the Commissioner of the General Land Office rcccive as a royalty on the gross production 
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a ponion of the land covered by this icase 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 NliUral Resowces Code Sections S2.1 S 1-S2.1 S4, or 
If, 11 any tlme &tier the cxpirllion of the primary term or the extended term, this lease covers a lesser number of acrcs than the toW amount described herein. 
payments that arc made on a per aerc basis hereunder shall be reduced accord in& to the nwnber of aen:s pooled, released, swrcndcred. or otherwise severed. so that 
payments determined on a per aerc basis under the terms of this lease dwing the primary term shall be eaJeullltd based upon the number of acres outside the 
boundaries of a pooled unit. or, If all.c:r the expillltlon of the primary term. the number of aen:s actually n:taincd and coven:d by this lease. 

21. USE OF WATER. wsec shall have the right to usc water produced on said land necessary for opellltions under this lease except water from wells or 
t.anks of the owner of the soil; provided, however, ussee shall not usc pot.ablc water or wllcr suit.ablc for livestock or irrigation purposes for waterllood operations 
without the prior consent of the owner of the soil. 

22. AUTHORJZED DAMAGES. wsec shall pay the owner of the soil for damages caused by Its opellllions 10 all personal propeny, improvements. 
livestock and crops on said land. 

23. PIPEUNE DEPTH. When requested by the owner of the soil, u ssee shall bury its pipelines below plow depth . •••• • • • •• • 24. WELL LOCA nON LIMIT. No well shall be drilled nearer than rwo hundred (200) feet to any house or barn now on said premises without the 
• • • wrmen consent of the owner of the soil. 

• • • •• • 2S. POLLU110N. In developing this area, Lessee shall usc the highest degree of eare and all proper safeguards to pn:vent pollution. Without limiting the 
• foregoing. pollution of coastal wetland$, natural waterways, rivers and impounded wller shall be prevented by the usc of containment facilities sufficient to prevent 
• • .,e!age. seepage or ground wlltr cont.aminllion. In the event of pollution. ussec shall use all mearu lilts disposal 10 reeaprun: all escaped hydrocarbons or other 

• • • : pollut.ant and shall be n:sponsiblc for all damage 10 public and priv&IC propenies. l.Gsscc shall build and maintain fences 110und Its slush, sump, and dlllinagc pits 
and tank bancrics so as to pro teet livestock against loss, damage or Injury; and upon completion or abandonment of any well or wells, Lessee shall till and level all 

• • • .~h pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall. while conducUng operations on the leased premises, keep said 
• pr&liscs free of all rubbish. caru. bottles, paper cups or garbage, and upon completion of operllions shall n:store the surface of the land to as ncar Its original 

• condition and contours as is practicable. Tanks and equipment will be kept painted and prescnt.ablc. 

•: • • 26. REMOVAL OF EQUIPMENT. Subject to limit.ations in this pangraph. wscc shall have the rightiO remove machinery and fiXtUre.! placed by 
• • • -Lessee on the leased premises, including the rightiO draw and remove casing, within one hundred twenty (120) days &tier the expiration or the terminlllon of this 

lease unless the owner of the soil glllnts l.Gssee an extension of this 120-day period. However. ussee may not remove casing from any well capable of producing oil 
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until all.c:r thlny (30) days written notice to the Commissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 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 Paragnph 29 ofthls lease, the rights and estates of either party 10 this 
lease may be assigned, in whole or in part and the proviJions of this lease shall extend to and be binding upon their heirs, devisees. legal reprcscnwives, successors 
and assigns. Howcv'-1, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations ofl.Gssee, diminish the rights. privileges 
and estates of Lessee, Impair the effectiveness of any payment made by Lessee or lmpalr the effectiveness of any act performed by Lessee. And no change or 
division in ownership of the land. rentals, or royalties shall bind l.Gssee for any purpose untilthiny (30) days all.c:r the owner of the soil (or hls heirs, devisees. legal 
reprcscnt.atlvcs or assigns) furnishes the Lessee with satisfactory wrincn evidence of the change In ownership, including the original recorded munimcnu of title (or a 
eenifled copy of Juch original) when the ownership changed because of a conveyance. A toW or partial assignment ofthls lease shall, to the extent of the inten:st 
assigned, relieve and dischatge wscc of al l subsequent obligations under this lease. If this lease is assigned in its entirety as 10 only part of the acreage, the right and 
option to pay rentals Jhall be apportioned as between the several owners ratably, according to the area of each, and flilurc by one or more of them 10 pay his share of 
the rental shall not affect thiJ lease on the pan of the land upon which pro rata rentals arc timely paid or tendered; however. if the assignor or assignee does not tile a 
eenilicd copy of such assignment ln the General Land Office before the next rental paying date, the entire lease shall terminllt for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be Jubjcctto all obligations. liabilities, and penalties owed to the Swe by the original lessee or any 
prior assignee of the lease, including any liabilities to the St.atc for unpaid royalties. 

(B) ASSIGNMENT UMIT A n oN. Norwithst.anding any provision in Paragraph 27(a), If the owner of the soil ~uircs thls lease In whole or In pan by 
assignment without the prior wrincn approval or the Commissioner of the General Land Office. this lease l.s void as of the tlmc of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as lfh wen: made 10 the owner of the soillfthc assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corpollltion or subsidiary In which the owner of the soil is a principal siOCkholdcr or is an employee of such a corporation or subsidiary; 
(3) a partnership In which the owner of the soil iJ a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporllion which is the owner of the soil; 
(S) a partner or employee in a partnership which is the owner of the soil; 
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(6) a fiduciary for the owner of the soil; including but not limited to 1 guardian, truStee, executor, adminislralor, receiver, or consc.rvator for the 
owner of the soil; or 
(7) a family member of the owner of the soli or related to the owner of the soli by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this pengraph 1nd Paragraph 29, Lessee may a1 any time execute and deliver to the owner of the soil 
and place of record 1 release or releases covering any ponion or porlions of the leased premises, and thereby surrender this !cue u to such ponlon or ponlons, and be 
relieved of Ill subsequent obllgallons u to acreage surrendered. If any pan of this lease i.s properly surrendered, the delay rental due under this lease shall be reduced 
by the proponlon thai the surrendered acreage bears 10 the acreage which wu covered by this !cue immcdimly prior to such surrender: however, such release will 
not re lieve Lessee of IllY llobililies which may have accrued under this lease prior to the surrender of such acreage. 

29. FlUNG OF ASSIGNMENTS AND RELEASES. If Ill or any pan ofthu !cue !J assigned or released, such assignment or release must be recorded In 
the counly where the land !J siruated, and the recorded lnslrUmcn~ or a copy of the recorded lnsll'Umcnt <:<:niticd by the Counl)' Clerk of the counl)' in which the 
inslrUmenl !J recorded, must be filed in the Gcnerll Land Offie<: within 90 doys of the last execution date accompanied by the prescribed filing fe<:. If any such 
assignment is not so nJed, the righu acquired under this lease shill be subjeCito forfe!Nre a1 the oplion of the Commissioner of the Gcnerll Land Office. 

30. DISCLOSURE CLAUSE: All proviSions peruininglo the lease of the above-described land have been included In this insltumen~ including the 
statement of the lr\le considerallon to be paid for the cxccullon of this !cue and the righu 1nd duties of the panics. Any collateral agrcemcnu cone<:ming the 
development of oil and gu from the leased premises which are not conlalncd in th is !cue render this lease lnvllid. 

31. FIDUCIARY DliTY. The owner of the soil owes the Stale a fiduciary duly and must fully disclose any facu affecting the State's interest in the leased 
premises. When the inlcresu of the owner of the soli conOiCI with those of the Swe, the owner of the soil is obligated to put the State's imcresu before his personal 
interests. 

32. FORfEITURE. If Lessee shall fail or refuse 10 make the payment of111y sum within thirly days after it becomes due, or if Lessee or an authoriu:d 
agent should knowingly make &ri' false rct"m or f•J" re(IO:t cor. <:<:m:n:; produetbn cr drilling, or if Lessee shall fail or refuse to drill any offset well"' wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the Gcncrll Land Offie<:, or if Lessee should fail to fllc reporu in the manner 
required by low or fall to comply with rules and regulations promulgated by the Gcncrll Land Office, the School Land Board, or the Railroad Commission. or if 
Lessee should refuse the proper authoril}' ae<:c.ss lo the records peruining to operations, or If Lessee or an authoriu:d agent should knowingly foil or refuse to give 
com:cl infonnation 10 the proper authority, or knowingly fail or refuse to furnish the Gcncrll Land Offie<: a com:ct log of any well, or if Lessee shall knowingly 
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not flied in the Gcncrll Land Offie<: u required by law, the righu 
acquired under this lease shall be subject to forfciNrc by the Commissioner, and he shall forfeit same when sufficiently infonncd of the factS which authoriu: 1 

forfeiture, and when forfeited the are• shall again be subject to lease under the tenns of the Relinquishment AcL However, nothing herein shall be conslrUcd as 
waiving the automatJc tennlnation of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeirures may be set aside and this 
lease and all righu thereunder reinstated before the righu of another intervene upon satisfactory evldene<: to the Commissioner of the Gcnerll Land Offie<: of future 
compliant<: with the provisions of the law.and of this lease and the rules and regulations that may be adopted relative hereto . 

33. LIEN. ln accordance with Texas Naturll Resources Code 52.136, the Stale shall have a ftrn lien upon all oil and gas produe<:d from the area covered 
by this lease to secure payment of al l unpaid roylll)' and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the 
State, in addition to the lien provided by Texas Naturll Resources Code 52.136 and any other opplleable sliiUtory lien, an express conuacruallien on and securily 
interest in Ill leased mincrlls in and extracted from the leosed premises, Ill proceeds which may accrue to Lessee from the sale of such leoscd minerals, whether such 
proec;cds arc held by Lessee or by a third party, and all fixNrcs on and improvemcnu 10 the lcoscd premises used in connection with the production or processing of 
such leoscd mincrlls in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition ofthi.s Ieese, whether express or implied. This lien and security interest may be 
foreclosed with or without coun proceedings In the manner provided In the Title I, Chopter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such lnsltuments IS may be reosonably necessary to acknowledge, anach or perfect this lien. Lessee hereby 
represents that there are no prior or superior liens arising from and relat ing to Lessee's activities upon the above-described properly or from Lessee's acquisition of 
this lease. Should the Commissioner at any time detennine that this representation is not true, then the Commissioner may declare th is lease forfeited as provided 
hen: in . 

34. POOLING, Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leoschold 
or miner&! interest for the exploration, development and production of oil or gos or either of them upon the same terms as shall be approved by the School Land 
Board and the Commissioner of the Gcnerll Land Office for the pooling or unitizing of the lnterc51 of the State under this lease pursuant to TexiS Natural Resources 
Code 52. 151-52.153. The owner of the soil agrees that the inclusion of this provision In this Ieese salisfics the execution requirements stated in Texos Natural 
Resources Code 52. 1 Sl. ~ 

'!6" 
3S. INDEMNITY. Lessee hereby relcoses and discharges the State ofTexas~e owner of the soil, their officers, employees, panncrs, agents, 

contr1ctors, subcontractors, guesu, invitees, and their respective successors and osslgns, of and from all and any actions 1nd causes of action of every nature, or other 
hann, including environmental hann, for which recovery of damages !J sough~ including, but not limited to, al l losses 1nd expenses which are caused by the 
aclivities of Lessee, iu officers, employees, and agenu arising out of, incidental to, or resulting from, the operallons of or for Lessee on the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the tenns or provulons of this Agrccmen~ or by any other negligent or saictly liable 
act or omission of Lessee. Funher, Lessee hereby agrees to be liable for, exonerate, lndemnil)', defend 1nd hold hannless the Stale of Texas 1nd the owner of the soil, 
their officers, employees 1nd agenu, their successors or assigns, against any'and all clalnu, liabilities, losses, domagcs, aclions, personal Injury (Including death), 
costs and expenses, or other hann for which recovery of damages i.s sough~ under any theory Including to~ con~ or saict liability, Including attorneys' fees and 
other lcgll expenses, Including those relaccd to environmental haurds, on the lcosed premises or In any way related to Lessee's fallure to comply with any and all 
environmental laws; those arising from or in any way re lated to Lessee's operallons or any other of Lessee's activities on the leased premises: those wing from 
Lessee's usc of the surface of the leased premises: and those that may arise out of or be occasioned by Lessee's breach of any ofthetenns or provisions of this 
Agreement or any other act or om is~ ion of Lessee, its directors, officers, employees, partners, agenu, contnetors, subcontractOrs, gucsu, Invitees, and their respective 
successors and assigns. Each assignee of this Agrcemen~ or an interest therein. agrees to be liable for, cxoncrau:, indemnity, defend and hold hannlcss the Swe of 
Texas and the owner of the soil, their offie<:rs, employees, and agcnu In the same maru1er provided above in connection with the aCiivities of Lessee, its officers, 
employees, and agents u described above. EXCEPT AS OTIIERWISE EXPRESSLY LIMITED HEREIN, ALL OF TilE INDEMNITY OBLJGA TJONS 
ANDIOR LIABILmES ASSUMED UNDER TilE TERMS OF TIUS AGREEMENT SltALL BE WffiiOUT LIMITS AND WffiiOUT REGARD TO 
TilE CAUSE OR CAUSES TIIEREOF (EXCLUDING PRE-EXISTING CONDm ONS), STRICT LIABILITY, OR TI~E NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUDING TI~E NEGLIGENCE OF Til E INDEMNIFIED PARTY), WtiETI~ER SUCJI NEGLIGENCE BE SOLE. JOINT', 
CONCURRENT. ACTIVE, OR PASSIVE. 
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36. ENVIRONMENT AI. HAZARDS. Lc.ssee shall LUC the highest decree of care and all reasonable safeguards to prevent contamination or pollution of 
any environmenlal medium, including soil. surf au water1, groundwater, sediments, and surface or subsurface stna. ambient air or any other environmental medium 
in, on. or under. the leased premisct, by any wast<, pollutant. or contaminant. Lc.sscc shall not bring or permit to remain on the leased premises any asbc3tos 
containing materials, CJtploslves, toxic mau:rials, or substances regulau:d as hazardous wasta, hazardous mau:riw, hau.rdous substances (as the term "Hau.rdous 
Substanc:e"ls defined in the Comprehensive Environmental Response, Compcnu tion and Liability ACI (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic 
substances under any federal, state, or local law or regulation ("Ha.urdous Mau:rials"), CJtcept ordinary produCIS commonly used In COMcct.ion with oil and gas 
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF TilE FOREGOING PROHIBmON 
SHALL CONSTilVl'E A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND 
DEFEND TilE STATE OF TEXAS AND TilE OWNER OF TilE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES,JlJDGli!Em'S. PENALTIES. 
LIABILITIES, A ND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF TilE FOREGOING PROHIBmON OR (II) TilE PRESENCE. RELEASE. OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON. 
UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CO!'<"TROL OF TilE L£ASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUNDWATER CONY' AM INA TION AND DAMAGE CAUSED BY TilE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE Wml TilE REQUIREMENTS OF APPLICABLE LAW. THIS 
INDEMNIFICATION AND ASSUMP'TlON SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTIIER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE TilE STATE OF 
TEXAS AND TilE OWNER OF TilE SOIL WRITTE NOTICE OF ANY BREACH OR SUSPECTED BREACH OF TillS PARAGRAPH, UPON 
LEARNING OF TilE PRESENCE OF ANY fiAZARDOUS MATERIALS, OR UPON RECEMNG A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. TilE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE TilE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON. OF TillS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions ofTcxu Narural Resources Code 52.111 through 52.190, commonly known u the 
Relinquishment Act. and other applicable statutes and amendments thereto, and 1f any provision in this lease docs not conform to these starutcs, the statutes will 
prevail over any nonconforming lease provisions. 

3&. EXECUTION This oil and gu lease must be signed and acknowledged by the Lessee before it b 111cd of record in the county records and in the 
General Land Office of the State ofTcxas . Once the fil ing requirements found In Partgraph 39 of this lease have been salisficd, the effective date of this lcu c shall 

• • . ~w: the date found on Page I. 
• • • •• • 39. LEASE FILING Pur1uant to Chapter 9 of the Texas Business and Commerce Code, this lease must be 111cd of record in the office of the County 
• • • :~'ilk 1n any county in which all or any part of the leased premises b located, and certified copies thereof must be filed In the General Land Office. This lease IS not 
•• effecuvc until a certified copy of th is lease (which is made and certified by the County Clerk from his records) is filed in the 'General Land Office in occordancc with 

• Texas Norural Resources Code S2.183 Additionally, thi• lcase shall not be binding upon the Swc unlw it recitu the oCiualand we consideration paid or promised 
for cxccuuon ofthi•leasc. The bonu• due the Stau: and the prescribed filing fcc shalloccompany such certified copy to the General Land Office . •••• • •••• 

• •••••• • • 
• 
•••• • •••• :t~~ 

DATE. Septanber 30 , 1998 

STATE OF TEXAS 

BY: 
lndi ""'vi,-:d-uo~ll;-y-an-d-;-u-ag-cn-:t-;fo:-r-th:-c-:S::-ta-t-c -of::::T::-e-x_as _ _ _ _ 

Date: ____ _ _________ __ _ 

STATE OF TEXAS 

BY:.~~--~--~~~--~~------­
Individually and as agent for the State ofTexas 

Date :. ________ _______ _ 

STATE OF TEXAS 

BY: 
lndi::-vi::;d::-ual:-;l~y-::an-:-d:;-::u-:ag-:-cn-::t-;fo-r-::th:-c-:S::-ta-:t-c -of:;:T::-e-x_as ___ _ 

Date: _______________ _ 
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~ATE OF __________________ __ (CORPORATION ACKNOWLEDGME!'fi) 

COUNTY OF _ ______ ____ _ 

BEFORE ME. the unders igned &Uthority. on th is day personal ly appeared, ___________________________ .-________ _ 

known to me to be the person whose name is subscribed to the foregoing lnsuument. as of 

• .,.-..,..---------:---:-::--::--::---:------:-;--.-----:-----:---:--::--:---:;-:--:;-:= =and acl:nowledged to me thai. he executed the same 
for the PWl>OSCJ and c:onsideralion therein expressed, in the capacity swed, and as the act and deed of sold corporation. 

Oiven under my hand and seal of offiee this the. _____ .day of _________ __, 19 _ _ . 

Notary Public In and for _ ______ l--

STATE OF - -'TEXAS::=;=::._ __________ _ 

COUNTY OF GALVES'!all 

BEFORE ME. the undersigned &Uthority, on thu day personally appeared, ___ TH::..:..:CMAS.:::.::.::_.:..:HARD::..::.=ER::..:.....:.HEND==ERSON::..::::..::..::.:...... ______ _ 

d acknowledged to me thai he executed the same 
for the purposes and c:onsidcralion therein expressed, 

Given under my hand and seal of omee this the. ] day or_--L-'-"<!-r~'-'-----r-~ 

STATE OF TEXAS 

c oUNTY OF GlcJ Lv~-h>.'\ 

MARY SANDERS 
NoUty Pu~lle, !:late o! TtW 

My Commlulon E<!>lt,. 3/IQ/2002 

(JNDMOUAL ACKNOWLEDGMEm) 

Befo re me, the unders igned authority, on this day personally appeared, ___ TH=.:.:CMAS=.::.::_.:..;HARD::..::.=ER::..:.....:.HEND==ERSON= ="-------

known to me to be the persons whose names are subscribed to the foregoing insuument. and acl:nowledged to me th&t they executed the same for the purposes and 
c:onsidentlon therein expressed. 

Given under my hand and seal of office this the_,,' ... 3'-'\ _ _ __ day of 81 ~\)~)± ' 19 98 

Notary Public in and for the State of TexaS 

~ATE OF _ ___..'I'EXAS""""'"""-- - ---­

COUNTY OF _ __,REEIJES..,..,==------

(JNDrv'IDUAL ACKNOWLEDGMEl IT) 

Before me, the undersigned authority, on this day personally appeared _ __ ::::STEVE= :..:..:::.....:.F_,,.....:..ARMS== TRON==G=-----------

lcnown to me to be the persons whose names are subscribed to the foregoing Instrument. and aclcnowledged to me that they executed the same for the purposes and 
consideration therein expressed. 

JUDY LOVE 
MY COMMISSJOII EXPIRES 
September 23, 1999 

FILE NO • _ _,2....,8...,0..__.7.___· 

.:\· 

• .. : t 

FILED FOR RECORD ON THE 30TH 
-~"-=--'="--

.. . 
DAY OF A . D. SEPTEMBER --~~~UU~--- 1998 AT 2 : 55 p 

OCTOBER A. D. DAY OF 
~ . . -----~~~~~-------· 1998 AT Z: OO p 

. ' 

I 
DEPUTY 

(' 
DIANNE 0 • FLOREZ • COUNTY CLERK 

I ~EVES COUNTY , TEXAS 

I , -.:., . ' 
..... 

li 

li 

' 

True and Correct 
copy of 

Original filed in 
Reeves County 
Cler~ c O'ttce 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 

The aboVe and torego.ng s a lull. true and correct photog•aph crmopy olthe 
orig,nal record now 1n my lawlu\ custody and possess•on as ' 
hledlrec&r9~1f11he pubi~¢ ol my oHICe tound 1n voc 

STATE OF TEXAS 
COUNTY OF REEVES 

PAGE /' /THRU ...4-£-1--· /i m,. /} 

.e_"'!ii"b'1••. \hereby cert1l1ed on~~ 1_!1 
,f.~<o· ~ ~,. .... :·::: .'l.., \"/-~ 
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~.t~.~ F/ 
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Texas General 
Land Office 

David Dewhurst 
Commissioner 

Stephen F. Austin Building 

1700 North 
Congress Avenue 

Austin, Texas 
78701-1495 

512-463-5001 

August 18, 1999 

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

Re: REUNQUISHMENT ACT LEASE No. M-100169 
Fl2 ofSW/4 of Sec. 29, Blk. 58, PSL Survey 
80.00 ac. Reeves County, Texas 

Dear Mr. Ready: 

The certified copy of the Relinquishment Act lease covering the above 
referenced tract has been approved and fi led in our records under mineral file 
number M-1 00169. Please refer to this number in all future correspondence 
concerning the lease. 

Your remittance of$2, 125.00, has been applied as the state's portion ofthe 
bonus, the processing fee and the filing fee. Please let me know if you should 
have any questions. 

Sincerely, , 

~~~ 
Drew Reid 
Minerals Leasing 
Energy Resources 
(5 12) 475-1534 

MS/DR 





Check # 102591 
Property Id I MMS Eff. Date Recording Information State County I Parish 

TX299-389-254-000-00 0812711998 10106198 BK 594 PG 798 ENTRY 002807 Texas Reeves 
M-100169 

Property Name I Lessor 
State of Texas, acting by and through its agent, Thomas Harder Henderson 

Property Legal Description 
El2 of SWI 4 of Section 29, Block 58, Public School Land Survey 

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 
Au.;tin, TX 73701 0.00 

P(M~ 
Account Number 

(U,SQWCL_5 u Total Bank Charaes 
0.00 

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

0812712001 12 DELAY RENTAL 40.00 0.00 

I I 0.00 0.00 ... 
• 

... J • 
I I 0.00 0.00 I / I 

( 

. .. 
I I 0.00 0.00 f11n JJa ~ Jl c: • • • •• 

- ~ ..... ._,v,- o.,ptJO • ,..,., •••• 
I I 0.00 0.00 V LUJ •••• 

/\ I • • :····· 
Instructions to depository: you have been designated as depository for the above described payment(s). Please cred1t the proceeds thereof to the part1es 
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediat~ ~ 1 Q 2 5 91 



• • •• • • .. 
• 

•••• • • • • • • 
• 

•••• • • •••• 
• • •••••• • 

Davld J~urst, Commissioner 

~----~u~~----------



Check # 9901495 • 
Property Id I MMS Eft. Date Recording Information • S~te County I Parish . 

TX299-389-254-000-00 0812711998 10106198 BK 594 PG 798 ENTRY 002807 • Te.l<ll~ . : : • • Reeves 
• • • • • • M-100169 • • • • • • • •• 

Property Name I Lessor 
State of Texas, acting by and through its agent, Thomas Harder Henderson 

Property Legal Description 
El2 of SWI4 of Section 29, Block 58, Public School Land Survey 

0204(31 9 

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 7870 1 

I? I 
0.00 

Account Number 

Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 
Due Date (In rn~>nths) Description Due Charges Sub-Type Sub-Id 

0812712002 ~2 DELAY RENTAL 40.00 0.00 
c ' -- ) -

I I 
....._ 

0.00 0.00 
C"J 

I 

I I __. 0.00 0.00 ou __, 
) 

, 1, 1 n - N 

I I 
~ 

' 0.00 0.00 ) 1..--jV 

I 
, 

I I 0.00 0.00 

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thepW4o,.\hiP~p;; S 
named and In the amounts Indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. ~ j U 4 ~ 



••• g: • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • ••• • 



1nra:tDI# 2812 

LBsslr: Henderson, Thomas Harder 

l.8ss88: Steve F. Armstrong 

lfASE IISCRJITION 

HAL REVIEW SHEET 

~t: 

l.8as8 Data: 

Acros: 

L. Collier 

8/27/98 II: D 
80 

CluJty Rasa Flo No Part Sac. Blodl 1wp SlrVey Abst# 
REEV~~ 122076 E/2 of SW/4 'f o o 29 58 00 PUBLIC SCHOOL LAND 3795 

TERMS OFFERED TERMS RECOMMENIID 

Pltnlry 111'111: 5 years ~ Pltnlry 111'111 [s years I 

Blnls/Ain: [ $50.00 J Blnls/Ain c_ $so.oo 1 

RIIJl&l Aln: L $1 .00 J RIIJl&l Aero L $1 .oo 1 

Roy~: @t16 I Roy~ @t16 ~ 

COMPARISONS 

ft'f# 

Wednesday, September 16, 1998 



TEXAS GENERAL LAND OFFICE f}1- /00 / 'q 
GARRY MAURO 
COM1.1ISSIONER :MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: 

County: 

Steve F. Armstrong 

REEVES 

Section: 29 Block: 58 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3116 

Consideration 

Recommended~~ ) l ~ S0 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: @d f" H/rt . 
Not Recommended: ----
Comments: 

Spencer Reid, Senior Deputy 

Recommended: 7'K= 
Not Recommended: ----

Bonus/Acre 

Rental/ Acre 

Date: 

Date: 

DATE: 16-Sep-98 

Base File#: 122076 

Abstract: 3795 

$50.00 

$1.00 

Garry Mauro, C~ioner 

Approved: __ <sm __ 
- -----

Not Approved: ___ _ 



Il l AN HI:::::>UUHvl:::::>, L.l". V 

ACQUISITIOf\J CHEQK,f\JG 
COMMI-·S ONER OF THE GENERAL LAND OFFICE 10/6/98 .. 

PARAGON #299:Lease Bonus 

. .. . . . . .. 
• L:T-te~ng • • ' 'l 

... 
TIT~~~OURCES, L.P. 

Lease Bonus 

Payment in full of I /2 Lease Bonus Consideration 
due the State of Texas for Oil & Gas Lease dated 
08/27/98 from the tate of Texas by Agent Thomas 
Harder Henderson, Lessor, in favor of Steve F. Armstrong, 
Lessee, covering E/2 ofSW/4 of Section 29. Block 58. 
PSL Survey, Reeves County, Texas . 

ACQU ISITI~~~~~ER OF THE GENERA L LAND OFFICE I0/6/98 
PARAGON #299:Lease Bonus • .... 

• • .... 
• ...... 

• • 

Checking Lease Bonus 

Payment in full of I /2 Lease Bonus Consideration 
due the tate of Texas for Oil & Gas Lease dated 
08/27/98 from the tate orTexas by Agent Thomas 
Harder Henderson, Lessor, in favor of teve F. Armstrong, 
Lessee, covering E/2 ofSW/4 of Section 29, Block 58, 
PSL Survey. Reeves County, Texas. 

002605 
'N,ooo.oo 

2,000.00 

002605 
2,000.00 

2,000.00 



' . . . 
General Land Office 
Relinquisbmnt Act Lease Form 
Revised, September 1997 

OIL AND GAS LEASE 

TinS AGREEMENT is made and entered into this 27th!ay of August 19..2.lL._, between the State ofTexas, acting by ~d through its 

~en~--~THo0MAS~~~HARD~~ER~~HEND~~E~RS~ON~------------~~~V1~~~~~~~~-.~~~~~--mv~~ 
of 15602 Pennystone Court , FriendSW50d , TX 77546 

============================================~~==~=~--~~~---~----------------------------------said agent 
(Give Permanent Address) 

herein referred to as the owner of the soil (whether one or more), and STEVE F . ARMSTR::NG 
~~~~--~~~~--~~~~~~------------------------------~----~------------------·Of 

P .O. Box 695 , Pecos , TX 79772 
(Give Permanent Address) 

hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and performed by 
Lessee: under this lease, the State of Texas acting by and through the owner of the soil. hereby grants. leases and lets unto Lessee, for the sole and only purpose of 
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other structures 
thereon, to produce, save, take care of, treat and transport said products o f the lease, the following lands situated in Reeves County, State 

ofTexas, to-wit: 

E/2 of SW/ 4 of Section 29 , Block 58 , 

Public School land Survey 

containin ... g _____ B;;...O.;;_ _____ acres, more or less. The bonus consideration paid for this lease is as follows: 

••• • • • • •• 

To the State ofTexas: Ty,p Thousand and Noll 00------------..: _____ .:_ ___________________ _ 

Dollars (S_ 2 , 000 . 00 ) 

To the owner of the soil : 'IW:> Thousand and No/100---------------------- - --------------
Dollars (S 2 , 000 . 00 

Total bonus consideration: Four Tbousand and No,/1 00---------------------------------
Dollars (S 4 , 000 . 00 ) 

The t~fllt~'F consideration paid represents a bonus of Fifty and No!J 00-------------------------------
__ ......._ ____________________ Dollars (S 50 . 00 ) per acre, on 80 net acres . 

• 
• • • •?.. TERM. Subject to the other provisions in this lease, this lease shall be for a term of f ive ( 5) years from this date 

(hereinull~ "primary term") and as long thereafter as o il and gas, or either of them, is produced in paying quantities from said land. 
As used in this lease, the term "produced in paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) covered 
exceed out of pocket operational expenses for the six months last pasL 

• • • ~! • 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 o; G;:.{•rt.,uch ::..-:r.i;·=:ry 61= L-:;·~- shs.!! p!ly ':!r ten<!er to the owner of the soil or to hi< credit in 

the ~~ F~~~: ~~j)~ Bank, 
at p ~· "=.)(n, 77258 • or its successors (which shall continue as the depository regardless of changes in the ownership of 
said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF 
TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring 
the commencement of a well for one (I) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil: Forty and No/100-------------------------- -----------
Dollars (S 40 , 00 ) 

To the State ofTexas: Forty and No/100--------------------------------------- -
Dollars (S 40 , 00 ) 

Total Rental: Eighty and No/100------------------------------------------
Dollars (S 80 , 00 ) 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (I) year each during 
the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of this lease, and may be 
delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease to exis~ suspend business, liquidate, fail or 
be succeeded by another bank, or for any reason fai l or refuse to accept rental, Lessee shall not be held in default for failure to make such payments or tenders of 
rental until thirty (30) days after the owner of the soil shal l deliver to Lessee a proper recordable instrument naming another bank as agent to receive such payments 
or tenders. 

rrue and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Off!.ce 



' 4. PRODUCTION ROYALTIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half{l/2) of the rc;yalty 
'provided for in this lease to the Commissioner of the General Land Office o f the State of Texas, at Austin, Texas, and one-half ( l/2) of such royalty to the owner of 

the soil: 

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

3/l6ths part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the 
General Land Office, such value to be determined by I) the hjghest posted price, plus premium, if any, offc:_red or paid for oil, con~ensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the 
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the 
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or 
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such meartS will be recovered. The requirement that such gas be run 
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe. 

(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 subparagraph (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 products) shall be 3/l6ths part of the gross production or the market value thereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in 
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base 
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) 
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and fo r specifi c gravity according to tests made by the Balance Method or by the 
most approved method of testing being used by the industry at the time of testing. 

(C) ? ROCESSED GAS. Royalty on any gas processc;d in a gasoline plant or other plant for thr. recovery o f gasoline or other liquid hydrocarbons 
shall be 3/l6ths part ol the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent ( I 00%) of the total plant 
production of rc:sidue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the 
total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that ifliquid hydrocarbons are recovered from gas processed 
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fi fty percent (50%) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third 
party, the highest percent then being specified in processing agreements 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 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, ho"~'<ever, shaJ.I the royalties payable under this paragraph 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, burning or any other processing shall be 3/ 16tbs part of the 
gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market 
value to be determined as follows: I} on the basis o f the highest market price of each product for the same month in which such product is produced, or 2) on the 
bas~ Q{Jhe average gross sale price of each product for the same month in which suc h products are produced; whichever is the greater. 
• • • • •• 

• • • • 5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties 
patq,~cl this lease in no event shall be less than an amount equal to the total armual delay rental herein provided; otherwise, there shall be due and payable on or 
be for; the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount o f royalties paid during the 
preCfd~i year. If Paragraph 3 of this lease does not specify a de lay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one 
doM~l.OO) per acre. 

6. ROYALTY rN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil o r the Commissioner 
of the peneral Land Office may, at the option of e ither, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties 
acc~in' 1o such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its royalty in 
kintl s~al l ftot diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied . •••• urtc!cr :.his lcU3c . • •••••• 

• 7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost o f 
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transponing, and otherwise malcing the o il, gas and o ther products 
hereunder 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. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proponionate share of any fuel used to 
process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner of the soil 
and the Commissioner of the General Land Office. Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing 
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas 
until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease. 

9 . ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shal l be paid to the Commissioner of the General Land O ffice at Austin, 
Texas, in the fo llowing manner: 

Payment of royalty on production o f oil and gas shal l be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due 
and must be received in the General Land Office on o r befo re the Sth day of the second month succeeding the month o f production, and royalty on gas is due and 
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production. accompanied by the affidavit o f the 
owner, manager or other authorized agent, completed in the form and marmer prescribed by the General Land Office and showing the gross amount and d isposition o f 
all oil and gas produced and the market va.fue of the oil and gas. together with a copy of all documents. records or reportS confirming the gross production, disposition 

True and e orrect 
~OFT: 

~~~~ copy of 
* -~J * Orig inal filed in 
""~ o~~... Reeves County 

<sc 

.. 



and' maN:et vilue including gas meter readings, pipeline receipts, gas line receipts and other checlcs or manoranda of amount produced and put into pipelines, tanks, 
• or pools and gas lines or gas storage, and any other reports or records which the General Land Office may requi.re to verify the gross production. disposition and 

market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be 
accompanied by a ·check stub, schedule, summary or other remittance advice showing by the assigned ~neral Land Office lease number the amount of royalty being 
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of S% on the royalty or 
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of I 00/o of the royalty due or $25.00 whichever is greater. 
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the ~neral Land Office administrative rule which is 
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right offorfeiture as provided by law 
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of 
the royalty or to that portion of the royalty in d ispute as to fair marl::et value. 

I 0. (A) RESER YES, CONTRACTS AND OTIIER RECORDS. Lessee shall annually furnish the Commissioner of the ~neral Land Office w ith 
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commiss·:oner with copies of all contracts under 
which gas is sold or processed and all subsequent agreemeiTIS and amendments to such contracts within thirty (30) days after entering into or making such contracts, 
agreements or amendments. Such contracts and agreements when received by the ~neral Land Office shall be held in confidence by the ~neral Land Office unless 
otherwise authorized by Lessee. All other contracts and records pertaining to the production. transportation, sale and marketing of the oil and gas produced on said 
premises, including the books and acc:ounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and 
examination by the Commissioner of the ~neral Land Office, the Attorney ~neral, the Governor, or the representative of any of them. 

(B) PERMITS, DRlLLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the ~neral 
Land Office by Lessee or operator five (5) days before spud date, work over, re~ntry, temporary abandonment or plug and abandonment of any well or wells. S uch 
written notice to the ~neral Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion repons and 
plugging reports shall be supplied to the ~neral Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or 
other ftlings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Comm.ission or any other governmental 
agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of 
identifying wells, tank batteries or other associated improvements to the land must also include the word "State. • Lessee shall supply the General Land Office with 
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be 
requested by the ~ncral 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 of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the log of each survey on each well to the ~ncral Land Office within fifteen ( IS) days after the making of said survey. 

(q PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the ~neral Land Office when 
due. The penalty for late filing shall be set by the ~neral Land Office administrative rule which is effective on the date when the materials were due in the ~neral 
Land Office. 

II . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production 
of oil or gas on said land, Lessee should drill a dry hole or holes thereon. or if during the primary term hereof and after the discovery and actual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from 
d~ oC~mpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon. or pays or tenders the next 
anni'aJ.~ay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry ho le be 
COillJ>J~'id and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations 
until !J1t Cfpiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this 
lease ~y conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of 
producti~n 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 
pn.ia.; term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
expi11lro~ of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto 
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof . 

• 
• •• •• .. 2. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil no r gas is being 

prodlf&:tJ•on said land, but Lessee is then engaged in drilling or reworking operations there;Jn, this !=shaH =ain i!! for.:e so l~r.g es ope:-Wcr.s or. sell! wei! or for 
drilijq er.l:working of any additional well are prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during 
any o"e su& operation. and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after 
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without 
interruptions totaling more than 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 the drilling or reworking operations result in the completion of a wel l as a dry hole, the lease will not 
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease 
shall remain in effect so long as Lessee continues drilling o r reworking operations in good faith and in a workmanlike manner without interruptions totaling more 
than sixty (60) days. Lessee shall give written notice to the ~neral Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in. was being maintained in 
force and effect, a well capable of producing oil or gas in paying quantities is loca.ted on the leased premises, but oil or gas is not being produced for lack of suitable 
production facilities o r lack of a suitable market.. then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the 
lease, but no t less than S 1.200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph. 3 of this l~ase docs not specify a delay rental 
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (SI .OO) per acre. To be effective, each initial shut-i~ ~~FF96t 
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. . 
must be paid on or before: (I) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days 
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest Such payment shal l be made one-half ( l/2) 
to the Commissioner of the General land Office and one-half ( l/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shaH be considered to be 
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the fi rst 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 exists, Lessee may extend the 
lease for four more successive periods of one (I) year by paying the same amount each year on or before the expiration of each shut-in year. 

IS. COMPENSATORY !".OYAL T!ES. !!", c!=.r.g :!;;; j:<.:.:"i;;;! :.'1:: !eJS: :s kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and 
delivered in pay ing quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the marlcet value of production from the well causing the drainage or which is completed in the same producing 
reservoir and within one thousand (1 ,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (112) to the Commissioner o f the 
General Land Office and one-half(l/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is 
produced from the well causing the drainage or that-is completed in the same producing reservoir and located within one thousand ( 1,000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor tlle obligation to drill offset 
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has 
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drill ing such additional well or wells as may be 
reasonably nece~~arr f:,r t!;:: proncr c:!evelo~m::nt oft.he !c'!£!:rl premi.~es 3J1tl in m!l:i c:: 'ng the produr;tion there!ln. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate 
as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in 
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.1 S l-
52.1 53, 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 of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective 
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is 
thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph I hereof, together with easements and rights-of-way for existing 
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereof ("the retained lands"), for access to and from the 
retained lands and for the gathering or transportation of oil , gas and other minerals produced from the retained lands. 

tit) IIOR:iZ:OtffJ'd::;. In tfae e•ca:t tf•iJiett~e il iat fvaoc wsd efFect tno (2) )Catl after the cxpisatioa1 date of the pthtiat) or extctadcd tel iii it Jlitdl fwttws 
telftainate 11!1 te all .tel't:M helen 199 feet helew lfte tete! llcl'lfi Milled (hereinafter •.teepcr .te111M' ) iu eaeh ~~tcllleeeted enacJeat;c Jctaincd in Pwag111ph 16 (7\) 
~!,' 1ralell en er hefere tne (2) )Cilr'll ., the paimm) er Clftcnded tcanal:e33ee p11)3 wa wnowi! equlll to one lalllf(h2) of !lac lxmw oaiginllll) p11id M 

cdPtsilllezation for HaisleMC (~ lpeeifieel en pa~e I hereeF). lfsaeh ttn1oant i-:1 paid:; tt.ille~e shall he in f&ree atsel effect ttl to Jt!tli ~eeper depdtS~ esad suit~ 

• 
• • • • • • (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 
lh~elt 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 panial 
termination o f this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or 
depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed 
by tl1t General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
d~~, being requested to do so by the General Land Office, then the Commissioner at his sole d iscretion may designate by written instrument the acreage and/or 
de~ be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the 
G;~eaJ~d Off1ce and such destgnation shall be bmding upon LeSS\'.~ for all purposes. 

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

the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased premises shall drill as many 
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition, if oil and/or gas should be produced in commercial quantities within 1.000 feet of the leased premises, or in any case where the leased premises is being 
drained by production of oil or gas. the Lessee. sublessee, receiver or other agent 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 satis fy the statutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfe iture. 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 statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee 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, strikes, acts of God, or 
any va.lid 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 fai lure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, 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 production of oil 
or gas. 
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. 19: WARRANTY CLAUSE. The owner of the soil warranlS and agrees to defend title to the leased premises. If the owner of the soil defaullS in 

. payments owed on the leased premises. then Lessee may redeem the righlS of the owner of the soil in the leased premises by paying any mortgage, taxes or other liens 
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. lfthe owner of the soil owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified 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 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 of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commiss ioner of 
the General Land Office. Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the 
discrepancy between the interest plllpOrtedly leased under this 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, less the proportionate development and production 
cost allocable to such undivided interest However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production 
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/ 16) of such gross production. 

(B) REDUCT! ON OF PAYMENTS. If. during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.15 1-52.154, or 
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein. 
paymenlS that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres oulSide the 
boundaries of a pooled unit. or, if after the expiration of the primary term. the number of acres actually retained and covered by thi.s lease. 

21 . USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under th is lease except water from wells or 
tanks of the owner of the soil; provided, however, Lessee shall not usc potable water or water suitable for livestock or irrigation purposes for waterflood operations 
without the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, improvcmenlS, 
livestock and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury ilS pipelines below plow depth. 

24 . WELL LOCATION LIMIT. No well shall 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. POLLlJTION. In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
fo regoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment faci lities sufficient to prevent 
spillage, seepage or ground water contamination. In the event of pollution. Lessee shall usc all meartS at ilS disposal to recapture all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank batteries so as to protect lives tock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
slush pits and cellars and completely c lean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said 
premises free of all rubbish, cans, bott.les, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original 
cog4~f>ll ~d contours as is practicable. Tanks and equipment will be kept painted and presentable . 

• •• 
• • •! • ;1.6. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by 

Lesste on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this 
lease ~nless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil 
an<\t~'lt! ~aying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General 
Land>OI'flte and to the owner of the soil. The owner of the soil shal l become the owner of any machinery, fixtures, or casing which arc not timely 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 rights and estates of either party to this 
lease~ assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors 
end~p. Howevr:r, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges 
and estates ef Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
diviSit~ rn· ~nership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a 
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area ofea.ch, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not tile a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

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

( I) a nominee of the owner of the soil; 
(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 subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner o f the soil; 
(5) a partner or employee 1n a partnership which is the owner of the soli , 
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, ttustee, executor, administrator, receiver. or conse'rvatot for ·the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the soi l 
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and be 
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced 
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will 
not relieve Lessee of any liabilities w~ich may have accrued under this lease prior~ the surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be recorded in 
the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the county in which the 
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such 
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE: All provisions pertaining to the lease of the above-described land have been included in this instrument, including the 
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral agreements concerning the 
development of oil and gas from the leased premises which arc not contained in this lease render this lease invalid. 

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized 
ngent should knowingly make a.n:; false rct.:rn or f•J~-: report cor.cerr.:n;; jlroducthn ;,• drilling, or if Lessee shall fail or refuse to drill any offset well~>r wells in good 
faith as required by law and the rules and regulations adopt.ed by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner 
re'juired by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if 
Lessee should refuse the proper authority access to the records pertaining to operations. or if Lessee or an authorized agent should knowingly fail or refuse to give 
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly 
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment AcL However, nothing herein shall be construed as 
waiving the automatic termination of this lease by operation of law or by reason of any special I imitation arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
compliance with the provisions of the law.and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the 
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security 
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of 
su&h loused minerals in order to sccwe the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
I<!Si 1aat 1.-essor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be 
fo~~:~s.ed with or without court proceedings in the manner provided in the Tille I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
~i~oner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby 
reprQ&ents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of 
th i~l~. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
h!r;~ • • 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold 
or m~eral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land 
Bo~~ a.Qd the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources 
Cdt:l; • .:;t''l S 1-52. 153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural 
Resources.Cooe 52.1 Sl. -~ 

• • •••••• @q 35. INDEMNITY. Lessee hereby releases and discharges the State ofTexas the owner of the soil, their officers, employees, partners, agents, 
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature. or other 
hann, including environmental hann, for which recovery of damages is sought, including, but not I imited to, all losses and expenses which are caused by the 
activities of Lessee, its officers. employees. and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or striclly liable 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for. exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, 
their officers. employees and agents, their successors or assign.s, against any and all claims. liabilities, losses, damages, actions, personal injury (including death), 
costs and expenses. or other harm for which recovery of damages is sought. under any theory including tort, contract, or strict liability, including anomeys' fees and 
other legal expenses, including those related to environmental hazards. on the leased premises or in any way related to Lessee's failure to comply with any and all 
environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those arising from 
Lessee 's usc of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any ~ther act or o~is~ion of ~ssee, its directors. ?fficers. employees, partners. agents, contractors. subcontractors, guests, invitees. and their respective 
successors and ass1gns. Ea.ch asstgnee of th1s Agreement. or an Interest therein. agrees to be liable for, exonerate, indemni fy, defend and hold harmless the State of 
Texas and the owner of the so il. their officers. employees. and agents in the same manner provided above in connection with the activities of Lessee its o fficers 
employees. and agents as described above. EXCEJYf AS OTIIERWISE EXPRESSLY Lll'ttiTED HEREIN, ALL OF TilE INDEMNITY OBL,IGATIONS 
AND\OR LIABILITIES ASSUMED UNDER TilE TERMS OF TillS AGREEMENT SHALL BE WffiiOUT LIMITS AND WffiiOUT REGARD TO 
lliE CAUSE OR CAUSES THEREOF CEXCLUD,I 'G PRE-EXISTr G CONDITIONS), STRlCT LIABILITY, OR TilE NEG LIGE CE OF A y PARn' 
OR PARTIES (INCLUDING TilE NEG'LIGE CE OF TilE IN OEM I FlED PARll'). WHETHER SUCH NEGLIGENCE BE SOLE JOrNT 
CONCURRE/Io'T. ACTIVE. OR PASSIVE. ' ' ,... 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent comarnination or pollution of 
any environmenlal medium, including soil, surface waters, groundwater, sediments, and surface or subsurface s!rala, ambient air or any olher environmental medium 
in, on, or under. the leased premises, by any waste, pollutant, or contaminant Lessee shall not bring or permit to remain on the leased premises any asbestos 
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as !he term "'Hazardous 
Substance" is defined in !he Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, e t seq.), or toxic 
substances under any federal , state, or local Jaw or regulation ("Hazardous Materials"), except ordinary products commonly used in connection wilh oil and gas 
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION 
SHALL CONSTITUfE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND 
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS. PENAL TI ES. 
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON. 
UNDER, OR ABOUf THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY TilE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUf THE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUf IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF TillS PARAGRAPH, UPON 
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT TilE LEASED PREMISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under !he provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as the 
Relinquishment Act, and olher appl icable statutes and amendments !hereto, and if any provision in this lease does not conform to these statutes, the statutes will 
prevail over any nonconforming lease provisions. 

38. EXECUTION. Th is o il and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the 
General Land Office of the State ofTexas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of !his lease shall 
be the date found on Page I . 

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 
Clerk in any county in which al l or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not 
effective until a certified copy of !his lease (which is made and certified by the County Clerk from his records) is fi led in the 'General Land Office in accordance wi lh 
Texas Natural Resources Code 52.183. Additionally, !his lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised 
for execution o f this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. 

••• • • • • •• 
•••• • • • •• • 

STEVE~ ARMS~ ~~SSEEJ"ii<R 'l 
TITLE:---- ----- - ---f--:7"-­

DATE: September 30 , 1998 

: 
c 

••• • • • • •• 

ln!!Md\Jill.ly and as agent for the State of Texas 
TEQ.QS HARDER ..HENDERSON SSN : 
Da~~:.:;rr i!J i£ T ~ 1

7 
I 7 '19 

• • 

STATE OF TEXAS 

BY: ______ --::--- --------
Individually and as agent for the State ofTexas 

Date: ______ _______ _ _ _ _ 

.. __ , 

STATE OF TEXAS 

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

Date: ________ ____ _ _ __ _ 

STATE OF TEXAS 

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

Date: _ ______ _ _ ____ _ __ _ 
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STATC'OF ____________________ __ (CORPORATION ACKNOWLEDGM.ENi) 

COUNTY OF __________________ __ 

BEFORE ME. the undersigned authority, on this day personally appeared. _ __________________________________________ _ 

Jcnown to me to be the person whose name is subscribed to the foregoing instrument, as. _____________________________________ .of 

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

Given under my hand and seal of office this the _______ .day of ____________________ _. 19 ___ . 

Notary Public in and for _________________ _ 

STATEOF ___ TEXAS~· ~~------------ (CORPORATION ACKNOWLEDGMENT) 

COUNTYOF ___ GAL~~NES~~TON~~-------

BEFORE ME, the undersigned authority, on this day personally appeared _ __ __:TH:=.:Cl-1AS=.:::.=-=.;HARD==.:ER=.::....:.:HEND==.:ERSON=.;~,:.;_-------------

for the purposes and consideration therein expressed, 

STATE OF TEXAS 

COUNTY OF 6Jul.tz4-h>J\ 

MARY SANDERS 
Hobry Pubnc, State ofTex.u 

My Comm~ Expires :VIQ/2002 

d aclcnowledged to me that he executed the same 

Otary Public 10 and for :m <- S fu.J- t Qf 1e y'A S 

(INDMDUAL ACKNOWLEDGMENT) 

., • • Before me, the undersigned authority, on this day personally appeared. _____ ..,:TH:;,;:.:_Cl-1AS::.:c::.=--=HARD;:::.:::.=ER=.:....;;.HEND==ERSON=-=-=;,:.;,..- -----------• . . 

,.. ; \ .· ( 

lm<1~ !P me to be the persons whose names are subscribed to the foregoing instrument, and aclcnowledged to me that they executed the same for the purposes and 
~iP~nCion therein expressed. 

~ • 
4 

• Given under my hand and seal of office this the_,,.'_.3'-'\._ _______ day of A\&Lf->± . . . ~ 
, 19 98 . ~ -

• Notary Public in and for the State of Texas 
•••• • • 

STAW~~----TEXA.S=· .......... 
•••• •• 

cot1NTY·oF REEVES 
----===~~--------------

(INDf VIDUAL ACKNOWLEDGMEi I ll 

Before me, the undersigned authority, on this day personally appeared. _ ____ ...;S::..TEVE='-'-=;;.,_::Fc..:... -'ARMS:.=.::-=:..:TOON::.::.:::.::.:.G-=----------------

lcnown to me to be the persons whose names are subscribed to the foregoing instrument, and aclcnowledged to me that they executed the same for the purposes and 
consideration therein expressed. 

JUDY LOVE 
Mf COMMISSION EXPIRES 
September 23, 1999 

true aAs dorreot 
copy of 

Original filed in 
Reeves County 
Clerks Office 
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