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Paid-Up 
on. AND CAS LE.ASE 

nns AGREEMENT is made and cntctcd into th.is_l_5_day or Sept I 19.....9..8.._, betwCCD the State of Texas, ICting by and through its 
q~~~J~eus~s~e~~w~·~B~u~s~h~a~n~d~v~j~f~e~·~H"a~y~~Jua~•~i~n~e~LRutl~~~hu_~--~r.r~-.~~~--nn,~~~~~-----­
------------------------~or p -=- Q~ Box 342 , Pecos , TX 797 72 : 
------------------------------------------~----------~------------------------------------~~d~~t 

(Give Permanent~) 
bc.rein rcfcm:d to as the owner oftbe soil (wbcther one or more), and, ___ C~L~A-2-Y:.:--;.:.J::..0=7HN~S::70;.:.N.:..-::-""7'-:---:::-::~--------

2 0 3 w . wa 1 1 . s u ; t e s a a XXr 
Mldland, TX 79701 

(Give Permancn1 ~) 

J. GRANTING CLAUSE. For and in comidentioa of the amounts mted below md of the c:ovenants md agreements to be paid.lttpt aod performed by 
Lessee under this lease, tbe State ofT c:us acting by aad througb the owner of tbe soil. bcrdly grmU. leases and lets unto Lessee, fot tbe sole and only purpose of 
prospecting and drilling for and prod!1Cing oil and gas. laying piJ)C lines. building tanks, suxing ci! md building powc stuions, t::lepl:oae lines and oUlc:r mucturcs 
lheRon, to produce, save. ta1cc care o( !rea! md transport said piO'auc:is oftbe lease, the foUowing lands situated in Reeyes County, sw.e 
ofT c:xas, to-wit: 

E/2 NW/4 of Section 24, Block 59, Public School Land Survey 

containin.._g ____ ...JRu.iJOL-. ___ aacs. more or lc:s3. The bonus considcr.Won pald for this lease: is as follows: 

TotheSta~.cofTc:x.as: Two Thousand One Hundr ed Sixty and 00/100-------------­
Dollars (S 2 , 1 6 0 . 0 0 

Totheownc:roftbesoil: Two Thousand One Hund red S j xty and 00/100 
Doll an (S 2 • 1 6 a . a a > 

Totalbonusconsidaatioo: Four Thousand Three Hundred Twenty and 00/100--------
Doll3t'S cs 4 . 3 2 a a a > 

The total bonus considention paid reprcs:c:nts a bonus of F i fty Four and 00/100------------------
• •• Dollars (S 5 4 , 0 0 ) pcna~. oo 8 0 net acres. 
••• 
• • • • 2. TER..\t. Subiect to the other provisions in this le~ this lease shall be fora term of Five ( 5 ) YearS from tbis cU1e 

• • • J 

(hcR«l c:atlcd 'primary term') and as long thereafter as oil and gas, or either of them. is produced in paying quantities from said land. 
As uxd in this lease, the lerm "produced in paying quantities" mems that !he receipts from tbe sale or otber authoriz.ed cornmcn;ial use of the substance{s) co'len:d 
ex~eod.o0: ofpocl'et operational apen.scs for the six months last past. 

*See·E~ ibit "A" utta-ched - -fqr- Pd-U Gpovn as 

anlc, 
11t or its successors (which shall continue as the depository regard!~ o ges in the ownmhip of 
sail! 2~1.)he amount specific w; in ~dition, Lessee shall pay ot tender to the COMMISSIONER OF THE GENERAL FFICE OF THE ST A 1E OF 
TEXAS,~ AUSTIN, TEXAS, a like or before said da.lc. Paymct~ts under this paragraph shall operate as a rcn shall cover the privilege of deferring 
the~ccment of a well for one: ( I) year tro amounts: 

To the owner of the soil: __________ .....:::::...,.::::::-----------::::,.......""------;:----------------------------
Dollars (S:-------------------.::::o.."'<:::::-:::;::o.-:;'----------' 

TotheS~ ofTc:x.as: ________________ ~~~~~~------~---------------------------------
Dollan (S _______________ --::,......,:::._--------..;::o...""'=" __ --' 

TotaiRcn~=~~-------------;~~~-----------------~~~------------------------------
Dollars (S ___ --:~::::::......--------------' 

~ 

True and Corrtlot 
copy of 

Original filed In 
Reeves County 

" · --· ·- 1""'\.Lll --



.: .' 

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas. Lessee agrc:.es to pay or cause to be paid one·half(l/2) of !he royalty 
provided for in this lease to the Commissioner of the General Land Office of the Swe of Texas. at Austin. Texas, and one-half ( 1/2) of such royalty to the owner of 
the soil: 

(A) OIL Royally payable on oil, which is defined as including all hydrocatboru produced in a liquid form at the mouth of the well Uld also as all 
condensate, distill~ and other liquid hydrocarbons recovered from oil or ps run throup a separator or other equipment, as hereinaftu provided, shalt be 

3/16ths part of the gross production or the market value tbcreo~ 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 highest posted price, plus premium, if any, offered or paid for oil, condensate. distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general aru where produced and wb~ run, or 2) the highest market price thereof offered or paid in the 
ceneral area where produced and when run, or 3) the gross proceeds of the .ule thereo~ whichever is the greater. Lessee agm:s that before any gas produced from the 
leased premises is sold, used or ~d in a plant. it will be run free of cost to the royalty owacn through an adequate oil and gas sep3Tat.Or of conventional type. or 
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the ps by such means will be recovered.. The requirement that such gas be run 
through a separator or other equipment may be waived in writing by the royalty owners upon~ temu and conditions as they prescn"be.. 

(B) NON PROCESSED GAS. Royalty on any gas ("mcluding Oared gas), which is detlned as all hydrocarbons and gaseous substances oot defined 
as oil in subparagraph (A) above, produc:c:d .from any well on said laojl (except as provided berc:in with respect tops proc:essed ia a plant for the extraction of 
gasoline, liquid hydrocarbons or other products) shall be 3L 16ths; · part of the~ production or the marlcet value thereo~ It the optioo of the 
owner of the soil or the Commissioner of the General Land Office. such value to be based on the hi&}IC$t marlcet price paid or offered for gas of eompvable quality iD 
the general area where produced and wben nm, or the voss price: pilid or off~ to the producer, whjc:bever is the greater, provided that the maximwa pressure base 
in measuring the g.as under this lease shall not at any time exceed 14.65 pounds per square inch absolute., and tbc standard base tcnperaiUr'C sball be sixty (60) 
degrcc.s Fahrenheit. correction to be~ for pressure ~rd.ing to Boyle's Law, md for specific: gravity ~rding to tests made by the Balaoce Method or by the 
most approved method oftc:3ting being used by the industry at the time: of testing. . 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for lhe recovery of gasoline or other liquid hydroc:arbons 
shall be 3/16ths part of the: residue gas and the liqwd bydroc:azbons ~d or the marlcct value thereo~ at the option of the 
owner of the soil or the Commissioner of the Genenl Land Office.. All royalties due bercin shall be based on one hundred percent (100%) of the total plant 
production ofn:sidue gas attributable to gas produced from this lease, and on fifty percent (SO%), or that percent accruing to Lessee, wruchever is the greater, of the 
total pllllt production of liquid hydroc3rbons amibutable 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 appli.c:able to liquid bydroc::ltbons shall be fifty percent (Soe/o) or 
the highest percent accruing to a thUd party processing gas through suc:h plant under a proces.sin, agreement negotiated a1 arm's length (or if there is no such third 
party, the highest percent then being specified iD processing agreements or Cj)ntracts in the industry), whichever is the greater. The respective royal tics on residue gas 
and on liquid hydrocarbons shall be determined by I) the highest marlcct price pajd or offered for any gas (or liquid hydrocarbons) of Cj)mparable quality in the 
general area. or 2) the gross price pajd or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hy~ns}, 
whichever is the greater. In no event. however, shall the royalties payable under this paragraph be lc:.ss than the royalties which would have b«n due had the gas not 
be<:n procc.ssed. 

{D) OTiiER PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manufactured from gas (excepting liquid bydroc:at\>Ons) 
.whether said gas be "casinghead, • 'dry, • or any other gas, by fractionating, burning or any other pro=ssing shall be 3-~ 6ths; part of the 
gross production of such products, or the market value therc:ot: a1 the option of the owner of the soil or the Commissioner of the eral Land Office, such market 
value to be determined as follows: I) on the basis of the highest marlcct 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 mo nth in wruch such products an: produced; whichever is the greater. 

f 
r 

S. MINIMUM ROYAL1Y. During any year after the expiration of the primary term of this lease, if this IC3Se is maintained by production, the royalties 
pai~ ~.W~er this lease in no event shall. be less than an amount equal to the total annual delay rental hen: in provided; otherwise, there shall be due and payable on or 
bc!if"~~t.~t last day of the month succeeding the anniversary date of this I= a sum equal to the total annual rental less the amount of royalties pajd during the 
pre~c!Jng ye:u. If Paragraph 3 of this lease docs not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one 
dol Tar ~f~OO) per acn:.. •• • 

• 6. ROYALTY IN KIND. Notwithstanding any other provision in this IC3Se, at any time or .from time to time, the owner of the soil or the Commissioner 
of~l IOiet:ral ~d 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 
ac~in(lb such royalty owner under this lease be made in ltind. The owner of the soil's or the Commissioner of the Gcner.LI Land Office's right to talc: its rcyalty in 
ltiq<i~ot 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.. 
und!r this~ease . 

• 
• • • • • :1. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (inclu<fing those pajd in lcind) shall be ~thout deduction for the cost of 

producinr, gathering, storing, sepan.ting, treating, dehydr3ring, compressing, processing, tnnsporting. and otherwise malting the oil, ps and other products · 
he~~~eJleady for sale or use. Lasee agrees to compute and pay royalties on the gross value received, including any rcimbunemcnts for severance ~es and 
pro~ctaoltrelated costs . 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lc3Se's proportionate: share o f any fuel used to 
process g:IS produced hereunder in any processing planL Nor:withsunding any other provision of this le3Se, and subj ect to the wri~ coruent of the owner o f the soil 
and the Commissioner of the ~ner:ll L:lnd Office, Lessee m3y recycle gas for gas lift purposes on the lc3Sed premises or for injection int.o any o il or g:IS producing 
fonmuion underlying the le3Sed prem ises after the liquid hydroc;J.Ibons contained in the gas have been removed; no royalties shall be payable on the recycled gas 
until it is produced and sold o r used by Lessee in a manner which entitles the royally ownen to a royalty under this lease. 

9 . ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be pa.id to the Commissioner of the General Land Office at Austin, 
Tex:u, in the following manner. 

P3yment of royally on production of oil and gas shall be as provided in the rules set forth in the Tex:IS Register. Rules currently provide that royalty on oil is due 
and must be received in the ~ner:ll L:lnd Offi~ on or before: the Sth day of the second month suc=ding the month o f production, and royalty on gas is due and 
must be received in the General L:lnd Office on or before the I Sth day of the second month succeeding the month of production, accompanied by the affidavit of the 
owner, manager or other authorized agent, completed in the form and manner prescribed by the General L:lnd Office and showing the gross amount and disp~siti~": of 
al l oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reportS confirming the gross production. dasposauon 

•. 



and market value Including gas meter reading.s. pipeline receipts. ps line receipts and other c:becb or memoranda of amount produced and put into pipelines, bnks. 
or pools and gas lines or gas storaae, 111d 111y other repons or reeon1s wruch the General Land Office may require to veritY the gross production. disposition and 

' marlcct v~uc. In all cases the authority of a 1JW1a1ef or qent to act for the Lessee bercin must be filed in the General Lmd Offiec.. Each royalty payment sial I be 
ac~mpanacd by a check stub. schedule, summary oc ocher remittance advice sho.wiog by the assicncd Gcnenl Land Office lease number the amowu or royalty bein 
pud on each lease. If Lessee paY' his royalty OD oc before thiny (30) days after the royalty payment was due, then Lessee owes a penalty of S% on the royalty~ C 
S'..5.~. w!'lichever i.: greater. A royalty paymc:Dt which Is ova thirty (30) da)"la.te shall acaue a penalty of lO"n of the royalty due or $25.00 whichever 1s ~ 
In addition to a penalty, royalties shall accrue Interest at a ra1e of 12% per yc:M; such int~::rest will begin aeauing when the royalty Is sixty (60) da)'3 overdue. • 
Affidavits md supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
ctfcctive on the !Ute when the affidavits or supporting documents WU~: dw:. The Lessee shall bear all responsibility for paying or causing royalties to be paid as 
pn:.scribed by the due date provided herein. Paymeut of the delinquency penalty shall in oo way opentc to prorubit the StaLe's riihtofforfciture as provided by law · 
nor act to postpone the date on which royalties were originally due. Tbe above penalty provisioas shall not apply in eases of title dispute as to the Slate's ponioo or 
the royalty or to that portion of the royalty in~ as to fair marlcct value. . . 

10. (A) RESERVES, CO!'ITRACTS AND 01HER RECORDS. Les.sce shall annually furnish the Commissioner of the Gc:ncnl Land Office with 
its best possible estimate of oil and gas rc:scrves underlying this lease or allocable to this lease and shall Cum ish said Commissioner with copies or all contracts ttndcr 
whic;h psIs sold or processed and all subscquc:ut qrccmc:au aad ameudzDcnts to s:uch eootrac:ts.within thirty (30) days a&r cnterinc into or malc.inc such~ 
agRcmcnts or ameudments. Sucb contnets aDd acreezncnts wbcn rccdved by the GcDcral Land Office shall be bcld iD confldcDec by the Gc:nerat Land Office unless 
otherwise authorized by Lessee. All other c;ontrac:U and records pertaioinc to tbe production, traosportalion. sale and markaing ortbe oil and ps produced on said 
premises, including tbe boolcs and a.c:eowts, reeelpts and cfisdwga of all welts. tanlcs, pools, metes. and pipelhlc:s sbaiJ It aD times be subject to inspection and 
examination by t¥ Commissioner of the General Land Offic;e, the Attorney Gcner.al, the Govcmor, or the representative or any of them. 

(B) PERMITS, DRILLING RECORDS. Wriac:n ootice of all operations oa this lease sball be submitted to lhc Commissioner of the GenenJ 
Land Office by Lessee or opcntor five (S) days before spud date, wotlcover, re-entry. temporary abmdonment or plug and abandonment of any well or wells. . Suc;h 
written ootice to !he Gene:a1 Land Office slWI inc::lude c;opies orlUilroa.d Commission forms for applic:ation to drill Copies orwell tests, completion reports and 
plug&ing reportS siWI be supplied to the General Land Office at the time they arc filed with the Tc:x.u Railroad Commission. All ~plic:ations. permits, reports IX" 

other filings that reference this lease IX" any specific: well on the leased premises and that arc subaUtted to ~e Texas Railroad Coounission or any other govcmmental 
agency s!WI include the word "State" in the title. Additionally, iD ac:eordance with Railroad Commission rules. any signage on the leased premises for the purpose of 
identifying wells, tank ban.eric:s or other assoc:iat.ed improvements to the land must al.so include the word "State. • Lessee shall supply the General Land om~ with 
any records, memoranda. ac:cowts. reports. c:uttings md cores. or other information relative to the operation or the above-described prcmisa, whic;h may be 
requested by the GencnJ Land Office, in addition to those herem expressly provided for. Lessee shall have an dec;tric:.al and/or n.tfaoac:tivity survey made on the 
bore-hole section, from the base of the surface c:asiDg to the total depth orwell, of all wells drilled oa the above desc:ribcd premises and shall tnnsmit a true copy or 
the log of each survey on cacb well to the Gcnc:ral Land Office within fi.ft.ecn (IS) days 11\er the malcing of said survey. 

(C) PENALTIES. Lc:ssec shall incur a penalty whenever reports, docwnenu or olher materials arc not filed In the General Land Offi~ when 
due. The: penalty for late filing shall be set by the Gcnenl Land Office administrative rule wbic;h is effective on the date: when the materials were due in the GenCTal 
Land Offic;c. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. 1!. during the primary tenn hereof and prior to disc;overy and production 
of oil or gas on said land, L.esscc should drill a dry hole or holes thereon, or if during the primazy tmn hereof and a.fta the d~very iUld a.ctual production of oil or 
gas from the leased premises such production thcrror should c;ease from any c:ausc, this lease shall not tenninatc: if on or before the expiration of sixty (60) days from 
date: of c;ompletion of said dry hole or CC$Slltion of production Less= c;omrnences additional drilling or l'C'Worldni operations thereon.. or pays or tenders the next 
annual delay rental in the same manner ;u providecS in this lease. u; during the: last ye~ of the primary term or within sixty (60) da)" prior thereto, a dry hole be 
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's righu shall remain io full force and effect without furtbeT operations 
until the expiration of the primary tenn; and if Lessee has not resumed produc;tion in paying quantities ar the expiration of the primary term, Lessee may maintain "this 
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13. using the expiration of the prim.ary term as the date of cessation of 
prodvctWt under Paragraph 13. Should the fun well or any subsequent well drilled on the above desaibed land be completed as a shut-in oil or gas well within the 
prilfi~JC~ 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 
expiJigQ~ of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the wlurc to make such payment, this l=>e shall ipso facto 
tenwiil~ 'fat the expiration of the primary t1:nn or any time thereafter a shut· in oil or gas well is located on the leased premises. payments may be made in 
ac:c;ordflce w ith the: shut-in provisions hereof: 

• • • • h. DRlLLING AND REWORKING AT EXPIRATION OF PRIMARY TERM: If; at the expiration of the primary term, neither oil nor gas is being 
produhd ~~ said land, but Lessee is then cng:~ged in drillin& or reworlcing opcr.u.ions thereon, this lease shall remain in force so long as operations on said well or for 
dril~..;...,orking of any additional well are proscc;uted in good faith and in- worlananlilce manner without int.erruptions touting more than sixty (60) days during 
any ofte suc1a oper.~tion, and if they result in the production of oil and/or gas, so long then: after as oil and/or gas is produc:cd in paying quantities from said land. or 
paymeaft of shut-in oil or gas well royalties or compensatory royalties i.s made as provided in this lease . 

• ······ . • l"J. CESSATION, DRllliNG, AND REWORKING. It after the expiration of the primary tam, production of oil or gas from the leased premises, after 
once.q,baig(d, should cease from any cause. this lease shall not terminate if Lessee commenc;es additional drillinc or rcworXing opcntions within sixty (60) <Uys 
after S1lch ~ation, and this lease shall renuin in full force and effect for so long as such oper.uions continue in good faith and in worlonanlikc manner w ithout 
intc:m~ptions tot.aling more than sixty (60) days. lf such drilling or reworicing operations result in the production o f oil or gas, the lease shall n:m.ain in full forc;c 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 ga.s well royalties or payme.nt of compensatory 
royalties is made as provided herein or as provided by law. If the drilling o r reworicing operations result in the completion of a well as a dry hole, the lease will not 
terminate if the Lessee commc:nc;es additional drilling or reworking operations within sixty (60) days a.fta the: completion o f the well as a dry hole, and this lease 
shall n:main in effect so long as Lessee c;ontinuc.s drilling or ~orking operations in good faith and in a worlcmanlilce manner without int.erruptions totaling more 
than sixty (60) !Uys. Lessee shall give written notice to the General Land Office within thirty (30) days or any cessation of production. 

14. SHUT·IN ROYAL TIES. Fo r purposes of this paragraph., "well" melDS any well that has been 3.Ssignc:d a well number by the: state agency having 
jurisdiction over the production of oil and gas. IL at any time: after the expiration of the primazy term of a lease tha.t, until being shut in. was being maintained in 
force and effect, ;a well capable of producing oil o r gas in paying quantities is loca.tc:d on the le=d premises, but o il or gas is not being produced for lack of suiu ble 
production fac ilities or lack o f a suitable market, then Lessee may pay 3.S a shut· in oil or g:J.S royalty m amount equ:ll to double the :IMUal rental provided in the 
le:J.Sc, but not less than S1 ,200 a year for each we ll capable o f producing o il or gllS in paying qu:llltitics. lfParagT:Jph 3 o f this lellSe docs not specify a delay renul 
amount, then for the: purposes of this pangr:~ph., the dc:l:~y rental amount shall be one: dollar (S 1.00) per acre. T o be effective, elch initial shut-in oil or g:J.S roydaJ~ t 

True an ~orrec 
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must be paid on or befo~: (1) the cxpintion oflhc primary term, (2) 60 days a1tc:r lhc I..e:sxe ceases to produce oil or &a.s from the lca.sed Premises, or (3) 60 days 
after l.c:ssu complct.cs a drilling or rcworicing opera.tion iD accordance with the lease provisioas; whichever date Is laiCSt. Such payment shall be made onc-half(l/2) 
to the Commissioner of the General Lmd Office and one-half (1/2) to the owner of the soil. If the sbut-iD oil or gas royalty is pald, the lease shall be considered 10 be 
a producing lease and the payment shaiJ extend the term of the lease for a period of one year from the end oflhc primary tcm1. or from the first day of the month . , 
following the month in which production ceased, and, afttr that, if no suitable production fac:jJjties or suitable awlcer for the oil or gas exists, Lessee may extend the 
lease for foUl mo~ suc:ussivc periods of one (I) n:u by payin& the same amount each year oo or bef~ lhc cxpintion of each shut-in year. 

15. COMPENSATORY ROYALTIES. I( during the period lhc IC2SC is lcept iD effect by Jn)'mCI!t of the shut-in oil or gas royalty, oil or psis sold and . 
delivered In paying qiWltities fro111 a ~u located within one thousand (1,000) feet oftbc leased pn:miscs and completed In the same producing reservoir, or ia any 
case in wruch draluqe is ocauring, the right to contiDue to maintain the lease by pzying tbe shut-In oil oc- gas royalty shaiJ ocase, but the lease shall ranain effective. 
for the ~Iinder of the year for which the royalty bas bc:cn paid. The Lessee may maintain the lease for foUl more SUCCCl.Sive ~by Lessee paying COitlpCns;ttory 
royalty at the royalty rate provided iD tbc lease of the marltet value of production from the wdl c:ausing the drainage or which is completed in tbc same producing 
reservoir and within one thousand (1,000) feet of the: leased ptaniscs.. The compensatory royalty is to be paid monlhly, onc-half(l/2) to the Commissioner of the 
General Land Office and onc:-half(l./2) to lhc owner of the soil. beginnlng oo oc- bcf~ lhc last day oflhc month following the month in which lhc oil or psis 
prod""d from the well causing lbe dtaina&e or that Is completed iD the wne producing reservoir and loar.ed within one thousand ( 1,000) feet o! the leased premises_ 
If the compenutOry royalty paid in aay 12-montb period is iD an amount less thaD lhc annual shut-in oil oc- gas royalty,l..essee shall pay m amount equal to the . 
diffcn:nc:e within thirty {30) days from the end of the 12-montb period. Compcm:a1ory royalty payments which are not timely paid will acauc penalty IDd iAtercst In 
accordance with Parauaph 9 of this lease. None of these provisions will relieve Lessee oflhc obliption of reasonable development nor the obligation to clril1 offset 
wells a.s provided in Texas Nal\lfal R.csourc:a Code 52..173; however, II the detennina.tion oftbe Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties can saiisfy the obligation to drill offset wells.. 

16. RETAINED ACREAGE. Notwithstanding my provision of this lease to lhc contrary, after a well producing or capable o f producing oil or gas has 
been completed oo the leased premises, Lcsscc shaiJ exercise tbe cfili&cnc:c o f a reasonably prudent operator in drilling such additional well or wclls as may be 
~asonably necessary for the proper development of the leased premises and in marketing the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years aft.er the c;xriratioo date of the primary or ~ded term it shall then tcrmitwe 
as to all of the leased premises, EXCEPT (1) 40 aaa surrounding C3cll oil well c:apabk of producing iD paying quantities and 320 aaes surrounding each ps well 
capable of producing in paying quantities (including a shut-in oil or gas well as proyi....c:d ia Paragraph 14 bcrcof), 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 pumlant to T c:a.s N atura.l Rcsourc:c:s Code 52..151-
52.153, or (3) such grc:uer or lesser number of aaa as may then be allocated for production purposes to a proration unit for cacl! S\lch producing well uodcr the rules 
and regulations of the Railroad Commission of Texas, or my successor agency, or other governmental aulhority having j urisdiction. If at any time after the effective 
date of the partial tcnnination provisions hereof; the applicable fi eld rules arc changed or the ~II or wells located thereon are reclassified so that less ac:rcage is 
tbercaftu allocated to said well or wells for production purposc.s, this lease shall thereupon terminate as to all acreage not thcreaft.cr alloc:au:d to said well or wells for 
p roduction purposes. Notwithstandin& the termination of this lease as to a portion of the lands covered hcn:by, Lessee shall nevcnbelcss continue to have the right of 
insress to and egress from the lands still subject to this lc:ue for all purposes described iD Paragraph 1 hereof; together with casements and rights-of-way for existing 
roads, existing pipelines and o ther existing facil ities on. over and aaoss all the lmds described iD 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 m incr.Us produced from the retained lands. ;.A 

(B) IIOIUZotffAL; In !he etatt this lease is iu !Vice aud effi: ct rwo (2) )eau lifter the cx~iflltion date of the plim&) 01 extended tarn itJhall fwtbu 
lel'l'llinate ltlle all dcpth:s below tee fl;a below !he !Utal depth dtiHcd (bucintdh:t "deeper dcp~~ iB ceell ;;eJiloeatcd on ac~eagc tetaiaed iB P:: GJ aph 16 (>It, , 
ale· •• wll- 1111 er llefere t¥10 {2) )eau mh:; tbe ptiu_, er ew~eelld le- 'I::MSIII'~ • -elloAC lljlialle "!II hllll (l~~ efi!le lien~ erigiallll) paill 15 . .; 

COA&idGrliCIA WF ~ill IIIII (as 5Jillili1cf lllli'BCI I ~~-~~~. lf~cla IAIIIIIAC il p~d. ~iiJC'HC sh]ll be in fnq:e 3 Cd e!W:t ar to i\lcll deeP" cfcpibl, and nid 
ill'l'llillatien 'hall be del D) ed for an additional petiocl of two ~ > C&"' 1111d :tO Ions !ltetnft:er 1t1 eii er ~ t!lpredtsecd it1 ~II) ins q12110titie:s 6:111n met; deepa depdu 
G8t11Md by •bit 7=as~ 
••• 

• • • • • • (q IDENTIFICATION AND FILING. The surface acreage retained he~undcr as to ea.c:b well shall, as nearly as practic:al, be in the form of a square with 
th~,..•" located in the center thereof; or sw:h other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial 
~a.t~n of this lease as provided hen: in, I..e:sxe shall execute and record a release or releases containing a satisfactory legal description of the ac:rcage and/or 
dep~ not retained hereunder. The rcc:ordcd relc:uc, or a certified copy of same, shall be filed in the General Land Offic:c, accompanied by the filing fee prescribed 
by W G<;,J~eral Land Office rules in effect on the date the release is fil ed. If Lessee fails or refuses to execute and record such release or ~leases within ninety (90) 
d~; ~being ftquest.cd to do so by the General Land Office, then the Commls$ioncz a.t ills sole disc:retion may designate by wria.cn instrument the aangc and/or 
depths toie released he~under and rcc:ord such instrument a.t Lessee's expense in the county or counties where the lease is loc:ated and in the official records of the 
~~d Office and such designation shall be binding upon Lessee for 3.11 purposes. 

• 17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties paid, or to be paid, under this lease shalJ relieve Lessee of his obligation to protect 
th• eii ui gas under the above~esc:ribed land from being drained. Lessee, sub less«. rec:civer or other agent in control of the leased premises shall drill as many 
we lfs as the factS may justify and shall use appropriate means and drill to a depth nc:ccssary to prevent undue drainage of oil and ga.s from the !cased premises. In 
ad4~a.-il oil and/o r gas should be pruduc:cd in commc:rtial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being 
draiAed by• production of o il or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith be gin the drilling of a well or 
wc:J Is upon the I cased premises w ithin I 00 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the starutory offiet 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 Gcncr.ll Land Office and with his wriacn approval may the payment of 
compensatory royalty under applicable: s tawtory parametcTS satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FO RCE l'vWEURE. If, aft.c:r a good faith effort. Lessee is prevent.cd 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 le:ucd premises by re:uon of war, rebellion. riots, strikes, acts o f God, or 
any valid order, rule or regulation of government authority, then while so prevented, lc$scc's obligation to comply with such covenant shall be suspended and Lesse: 
shal I not be liable for damages for failure to comply with such covenants; additionally, this Jc:ue shall be extended while Lessee is prevented, by any such c:au.se, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragn.ph shall suspend the 
payment of delay rentals in order to ma.intain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil 
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19. WARRANTY CLAUSE. The owner of the soil w=ts and agrees to defend title to the leased premises. If the owner of the soil defaults in 
payments owed on the leased premises. then U:s.see nuy redeem the rights of the owner of the soil in the lcas4:d prc:miscs by paying any mortgage, taxes or other li 
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 ens 
renlal and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface esta1c in the above 
described land, whether or not Lessee's Interest is specified herein. thm the royalties and rental ~in provided to be paid to the owner of the soil shall be paid to hizn 
in the proportion which his inll:rest bean to the entire undivided surface estate and the royalties md rentall=c:in provided to be paid to the Commissioner of the 
General Land Office of the Stale ofTc:xas shall be likewise proportionately reducd. However, before Lessee adjusts the royalty or rental due to the Commissio~ of 
the General Land Office. U:s.sec or his authorized representative must submit to the Commissioner of the General Lmd Office a written .sta:tement which explains the 
discrepancy between the in~t pwportedly leased under this lease and the aaua1 interest owned by the owner of !be 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 ruc:h undivided interest. However, in DO event shall the Commissioner of !be General Land Office reecive as a royalty on the gross production 
allocable to the undivided interest not leased an amount less than the value of ooe-sixt.u:nth (1116) of such &fOSS. production. 

(B) REDUCTION OF PAYMENTS.. If. during the priuwy 1mn, a portio a a( the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Boud and tbe owner of the soil in aceordancewith Nanu-al Resources Code Sections S2.1Sl·S2.1S4, or 
U: at any time after the expiration of the primary term or the extended tenn, this lease coven :a le:ssc:r awn bet of acres than the toUl amount dcsaibed herein. 
paymcnts that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, releasc:d, surrendered, or otherwise severed, so th3t 
paymcnts determined on a per acre basis under the terms of this lease during the primary tam shall be ca.l~atcd based upoo the number ofac:re3 outside the. 
boundaries of a pooled unir,. or, iC a.ftcr the expiration of the primary 1em1, the number of aaes a.ctually reuincd and covered by this I~ 

21. USE OF \VATER. U:.s$c:c shall have the right to usc water produced on said land necessary for operations under this lease except WlUcr from wells or 
tanlcs of the owner of the soil; provided, however, Leucc shall not usc potable water or water suitable for livcst.oc:k or i.rri,atioo pwposes for wau:rflood operations 
without the prior consent of the owner of the soil. 

21. AUTHORIZED DAMAGES. U:s.sec shall pay the owner of the soil for damages c:auscd by its operations to all perso!W property, improvcmc:nts, 
livestock and crops oo .said land. 

23. PIPELINE DEP'IR When requested by the owner of the soil.~ shall bwy its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled neatcT than two hundred (200) feet to any house or bam now on said premisa without the 
wrilkn consent of the owner of the soil 

25. POLLUTION. In developing this area, U:s.sec shall usc the highest degree of C3t"C and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, natural waterways. rivers and impounded waler shall be prevented by the use of containment facilities sufficient to prevent · 
spillage, seepage or ground wat~r contamination. In the event of pollution. Lessee shall usc all m= at its disposal to recapture all escaped hydrocarbons or olher 
pollutant and shall be responsible for all damage to public: md privau: properties. Us:see shall build and auinlain fences around its slush, sump, and dninagc pits 
and tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lcs.see shall fill and level all 
slush pits and ~II= and completely clean 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, boaJes, paper c:ups or glVbage, and upon completion of operations shall restore the surfac1: of the land to as near its original 
condition and contours as is pl"3d.icablc. Tanks and equ.iproent will be lcept painted and prt:S4:ntablc. 

. 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee sball have the right to remove machinery and flXtUTCS placed by 
Lessee on the leased premises, including the right to dnw and remove casing, within one hundred twcnty (120) days after the cxpir.uion or the tcnnin:uion of this 
lease ~~ the owner of the soil grants Lessee an extension of !his 12~ay period. However, Lessee may not remove casing from any well capable of producing oil. 
anc1 cuitl paying quantities. Additionally, Lcsscc may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General 
lan4 Qfticc and 10 the owner of the soil. The owner of the soil shall become the owner of any rnac . .'tinery, fixtures, or casing which are not timely removed by Lessee 
un<!qr~e ~rms of this parigraph . 

• 
• • ~7. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and ParauaPh 29 of this lease, the rights and estates of either party to this 

le~rr.J~ ac assig'ned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heif3, devisees, legal reprcsenu.tives, suc:ce.sso~ 
and assi~ However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges 
an~~:>fLessec. impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
divisio~ in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
represenutijes or assigru) furnish~ the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a 
ccn)fa~QY of such original) when the ownership changed be=c of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
assi~ed, re!ieve and discharge l.c$sce 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 
opti•• b~ rentals shall be apportioned as between the several owners ratably, according to the area of each, and &ilurc by one or more of them to pay his share of 
the rent.al shall not affect this lease on the pan of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file 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 suc~ed to all rights and be subject to all obligations, liabilities, and penalties owed 10 the Stat.e 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 P:uagnph 27(a}, if the owner of the soil u:quircs this lease in whole or in part by 
assignment without the prior wrinen approval of the Commissioner of the Gcner.ll L3nd 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 ma.dc to the owner of the soil if the assignee is: 

(I) a nominee of the owner of the soi l; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corpomtion 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 stockholdc:r or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil; True and Correct 
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Original filed in 
Reeves County 

Clel\<s Office 



(6) ~fiduciary foe the owner of the soil; including but DOt limited to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner or the soil by murlage, blood, or adoption. 

23. RELEASES. Under the conditions contained In th~ p~h znd P~h 29, Lessee may at any time CXC:Ute :md deliver to the O\llner of the soil · 
md place of record a release or releases covering any portion or portions of the leased premises, md thereby surrender this lease as to such portion or portions, and be 
rel ieved of all subsequent obligations as to acreage surrendered. lhny part of this lease Is properly surrendaed, the delay renUI due under this lease shalt be reduced 
by the proportion that the surrendered acreage bears to the a.c:rcage which was c:ovend by th~ lease ~ly prior to such surrender; however, such release will 
oot relieve Lessee or any liabilities which may have acc:ued under this lease prior to the Sl1lTCDdcr of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigDCd or released. such assipllllCTU or release must be TCC()rdcd in 
the county where the land is situated, md the recorded instrument. or a copy of !be recorded instmmcni ceni.fied by the County Qerk of the county in which the 
instrument is recorded, must be filed in tbe General Land Office within 90 days or the last cx~oa dan: accompanied by the {mSCribed filing fee. If any sucb 
assignment~ not so filed, the rights acquired under this lease shall be subject to foz:fcitule a.t the option of the Commissioner of the Gcncnl Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the abovc-dcscribcd land have bec:u included in this instrument, including the 
stalCmeot or the true consideration to be paid for the execution of this lease md the ri&hts and dutia of tbe parties. Ally collatcnl agrec:ract~ts concerning the 
dC'VCiopment of oil znd ps from the leased premises whicb arc not contained in this lease render this lease invalid. 

31. FIDUCIARY DUTY. 'The owner of the soil owes the State a fiduciary duty a.od must 1Wiy ~lose any facts affecting the State's interest in the teased 
premises. When the interests of the owner of the soil conflict with those of the State, the owner o!tbe soil is obligated to put the State's intcrats before his personal 
in tercsts. 

32. FORFEITURE. If Lessee shall fail or refuse to mak~ the payment of any sum withiD thirty day3 &ftC' it becomes dw:, or ifLcsscc or an authorized 
agent should knowingly make any false rerum or false report concerning production or drilling, or if Lessee shall f.ul or refuse to drill any offset well or wells in good 
fu.ith as required by law and the rula and regulations adopted by the Commissioner of the GcnenJ Land Office, or if Lessee should fail to file reports io the manner 
required by law or fail to comply with rules and regulations promulgated by the GcncraJ l...and Oflia. the School Land Board, or the Railroad Commission. or if 
Lessee should refus~ the proper authority a.cccss to the records pertaining to opcntioru., or if Lessee or an authori.z.ed agent should knowingly fail or refuse to give 
com:ct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correc;t log of any well, or ifl.cssc~ sha.Jilcnowingly 
violate any of the mat~ rial provisions of this lease, or if this lease is assigned and the assignment is 1101 filed in the General Land Office as required by law, tbe rights 
acquired under th~ le:I.Sc shall be subject to forfeiture by lbc 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 b::nnS of the Relinquishment Act. Ho~er, nothing hc:11:io shall be construed as 
waiving the automatic termination of this lease by opcr.llion of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
le3.Se and all rights thereunder reinsw.cd before the tights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of furure 
compliance with the provisions of the law md of this lease and the rules and regulations that may be adopted relative bcreto. 

JJ. UEN. In accordance with Texas Natur:ll Resources Code S2.136, the Stut; shall bave 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 tb .. '\1 may become due under this Je.ase. By acceptance of this l=e, Lessee grants the 
St.atc, in addition to the l ien provided by Texas Natural Resources Code Sl.IJ6 u.d any other applicable starutory lien, an express contr:u:tual lien oo and sewrity 
interest in all leased minerals in and CXU'al:1l:d from the leased premises, all proceeds which may a.caue to Lc.ssce from the sale of such leased minerals, whether such 
proceeds an: held by Lessee or by a third patty, and all iatures on and improvements to the lea:sc:d premises Uled in connection with the production or processing of 
such leased miner:Us in order to secure the payment of all royalties or other amounts due or to becon~e 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 of this IC3SC, whether express or implied. This lien and security interest may be 
foreclosed with or without court pro= dings in the manner provided in the Tide l , Chapter 9 of the Texas Business and Commerce Code. Lc:ssee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. L=e hereby 
re~T!Fs611at there arc oo prior or superior liens arising from and relating to Lcsscc's activities upoo the above-described property or from Lessee's acquisition of 
this tea!l Should the CAmmissioner a.t my time det.cnnine that this represellllltioo is not true, then the Commissioner may declare this lease forfeited as provided 
hcr;tt:·. 

•• • 
• J4. POOLING. Lessee is hereby granted the tight to pool or unitize the royalty interest of the owner of the soil under this lease with any o ther leasehold 

or ~foLl Sntercst,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" ane~e Commissioner of the GcncraJ Land Office for the pooling or uniti:zing of the intcn:st of the State under this lease pursuant to Texas N awrai Resow= 
C~ • s.z.liiiS I -52.153. The owner of the soil agrtCS that the inciUlion of th~ provision in this lease satisfia the execution requiremenlS stated in Texas Natur.ll 
Resa..n:es tode 52.152. 

• 
4S. INDEMNITY. Lcs.sec hc:rcby releases and discharges the Su.te of Texas :!Ed the owner of the soil, their officen, employ~ partners, agents, 

confrSc!t8c\!subcontractors, guests, invitee:s, and their respective successors and assigns. of and from all and any actions and c;wses of action of every na[lll'C, or other 
harm, incluiling environmental harm, for which recovery of damages il sought, including, but DOt limited to, alllossa ~d expec.sa which are c:au.scd by the 
actif~ 5Clessee, iu officers, employees, and agents arising out of, incidental to, or resulting from. the operations of or for Lessee oo the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's brc:1ch of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Further, Lcs.scc hereby agrees to be liable for. exoner.ue, indemnify, defend and hold harmless the State of Texas and the owner of the soil, 
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injlll)' (including dea.th), 
cosu and expenses, or other harm for which recovery of damages is sought. under any theory including tort, contract, or strict liability, including attorneys' fees and 
other legal expenses, including those related to environmenUI hazards, on the leased premises or in any W"E'f related to Lessee's failure to comply with any and all 
environmentaJ laws; those arising from or in any way rel:ued to Lessee's oper.uions or any other of Lessee's activities on the le:1Sed premises; those :lrising from 
Lessee's usc o f the surface of the le:lScd premises; and those th:u may arise out of or be occ:lSioned by Lcs.sec's breach of any of the terms or provisions of this 
Agreement or any other act or omisSion of Lessee, its directors, offic~rs. employees, partners. agents, contractors, subcontractors, guests, invitees, and their respective 
suc=sors ;md J.Ssigns. Each :lSsignec: of this Agreement, or an interest therein. agrees to be liable fer , cxonerat.e, indemnify, defend and hold harmless the State of 
TexJ.S and the owner of the soil, their officers, employees. and agents in the same manner provided above in coMection with the activities o f Lessee, its office rs. 
e mployees. ;md agents :u describe d above. L'<:CEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF TIIE ll'i'DEi\INITY OBLIGA Tlm;s 
Ai~D\OR LlABILITIES ASSUMED l.J"l'o'D ER THE TER.VtS OF THIS AGREEMENT SHALL BE WITHOtrr LIMITS A.'ID WITHOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING COM> mONS), STRJCf LIABILITY, OR THE NEGLIGENCE Of AJ•N PARTY 
OR PARTIES (INCLUDING THE NEGLIGE~CE OF THE INDEMNlFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, J OINT, 
CONCURRENT, ACfiVE, OR PASS rYE. 



.. 

36. ENVIRONMENTAL HAZARDS. Less« shall usc the highest degree of c:an: and all reasonable safe pards to prevent contamination or pollution of · 
any environmental medium.Indudi.ng soU. surface wuers, croundw21u, sediments. and surface or subsurface stra11. ambient air or any other environmcll13111'1tdium . 
in. on, or under, the leased premises, by any waste, poiiUWit, or contaminant. Lessee shall not bring or permit to remain on the lc~d premises any asbestos 
containing rna.tuia,U. explosives. toldc mau:ria1s, or substan~ re&U)aud as h.uardous wastes. haz3rdous mat.cria,U. bantdous subsun~ (as the tcn:a Mlhzudous 
Substance .. is defined in the Comprehensive Eovironmenw Response. Compenn.tion and Uability A a (CERa.A), 42 U.S.C. Sections 960 I, et seq.). or toxic 
substanc.es under any fedcr.U, St3%C, or IOQJ law or rqu!atioa ("Haz3rdous Maurials'"), except ordinary products conunoaly used 10 conncc:tloa with ·oil and au 
c:xploratJon md development operations and stored in the usualiJWlller and quantities. LESSEE'S VlOLA TION OF THE FOREGOING PROmBmON 
SHALL CONSTITUTE A MA TERlAL BREACH AND DEFAULT HE REUNDER AA"D LESSEE SHALL INDEMNIFY, HOLD HAR.'tlLESS AND 
DEFEND TilE STATE OF TEXAS A."lD THE OWNER OFTIIE SOD.. FROM AND AGAINST ANY CLAL-...,IS. DA.'tiAGES, JUDGMENrs. PENALnEs. 
LlABILJTIES,A.ND COSTS (INCLUDING REASONABLE AlTORl'4EYS' FEES AND COURT COSTS) CAUSED BY OR ARISING our OF (I) A . 
VIOLATION OF 11IE FOREGOING PROHlBmON OR (U) 11IE PRESENCE, RELEASE. OR DISPOSAL OF Ai.'N HAZARDOUS MATI:R!ALS ON 
VNDER., OR ABOUT TilE LEASED PRE.~ES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL • 
CLEAN UP, REMOVE, RE.~Y AA"D REPAIR A.'N SOIL OR GROUND WATER CONTA.'tliNATION A."'(D DA.'tiAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR AJ30UT 11IE LEASED PRE.'\ USES DURlNG LESSEE' S 
OCCUPANCY OF THE LEASED PRDUSES IN CONFORMANCE WITH THE REQt.rnu:.'ri.ENTS OF APPUCABLE LAW. THIS 
INDEMNlFICA TION .A."'(D ASSUMPTION SHALL APPLY, Btrr IS NOT LIMITED TO, LIABILITY FOR RESPONSE AcnONS UNDERTAKE'( 
PURSUANT TO CERCLA-<>RANY OTB'ER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IM\[EI)lATELY GIVE 1liE STATE OF 
TE."'<AS AND 1HE OWNER OF THE son. WRri'IEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
LEAR."'4ING OF 1HE PRESENCE OF ANY HAZARDOUS MATERIALS. OR UPON RECEIVING A NOTICE FROM A.'N GOVER.~ "TAL · 
AGENCY PERTAINING TO HAZAlU>OUS MATERIALS wmCH MAY AFFECT THE LEASED PREMISES. 1HE OBUGA TIONS OF LESSEE 
HEREUNDER SHALL st.'RVJVE THE .EXPIRATION OR E.ARLIE.R TER.'tllNA TION. FOR ANY REASON. OF l1iiS AGREL"\iENT. 

37. APPUCABLE LAW. This lcasc is issued 110der the provisioiU ofTc::as Narun.l R.csources Code 52.171 through 52.190, commonly known u the 
k linquishment Act, and othCT applicable stalUtcS and amendments thereto, and if any provision in this le.ue docs oot confonn to these swutcs, the sta.tutcs will 
prevail over my nonconformin& lease provisions.. 

38. EXEctrnON. This oil and gas lease must be signed and aclcnowlcdged by the U5see before it is filed of record in tbe county tttords m d ill the 
General LOltld Office of the State oCTex.as.. Ooce the tiling requirements found io Pa.ragr.~ph 39 of this lease have been satisfied. the c.lfective ~of this lease shaJJ 
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 io the office of the County 
Cleric in any county in which all or any pan of the lcasc:tl premises is J~tcd. and certified copies thereof must be fLied in the ~ner.:!.ll.and Office. This I= is not 
c ffeclivc: until a cenilied copy of this le:ue (which is made and ccnified by the: County CleriC from his records) is filed in the General Land Office in accordance with 
Te.us Narur.LI Resources Code 52.133. Additionally, this Je:uc: shall not be binding upon the State unless it recites the actual and true consider.l.lion paid or promised 

'" a•~tioo of<hU I<~•. Th• boo~ d~ ~;I K~mP"'l' '""' '"""'' ~PY " "'' "''""" Uod Offi•c ' 

LESSEE 
BY: CLAY J OHNSON 

TITLE=----- ----::+-' - - ----
DATE:._ L(',=::{)___:-,f;;J.:...::::;_....t.' iJL-<:---- - -

••• • • • 
ST).-rt•oF TEXAS 

····~ ~ . ~. 
B~ ~a..<UUV' .zr:~ 
lndi~dually and :u agent for the State ofTexas 
.l~~s~ V\ • 

O at!· •• 

~~ 
• 

STATE OF TEXAS 

BY:~~~~----~~~--~~--------­
lndiv idually and as agent for the Sure of Texas 

0~=--------------------~-------------

STATE OF TEXAS 

BY:.~---------------------------------
Individually and i1S agent for the State ofTexas 

0~=-----------------------------------

True and Correct 
copy of . 

Original tiled Jn 
Reeves County 

Clerks Office 



... ; 

STATE OF _________________ ___ 
. (CORPORATION ACKNOWLEDGMENl) 

COUNTY OF ___________ _ 

BEFORE ME, the undtrligned authority, on this chy persooally appc:ared'------------------------

known to me to be the pc::son whose name is .subscribed to the fo~soing instturnent. as ___________________ ..Jof : -.. 

~""7------=--~~...,.------------,.---...,.---:--,----,.--:---:--:-~-'IDd ac1::Dowlcdged to me Ibn be executed the umc ·' 
for the: purposes and c:on.sidcntioJl tbcrcin cxprcssc:d, In the capa.city ~d. and a.s the: aa and deed of ~d eotpor.Wo.a.. . 

Given undc:r- my hand and KaJ of office lhis thc:'----~day or __________ -J 19 __ • 

Notary Public in and few __________ _ 

STATE OF _________________ ___ 
(CORPORATION ACKNOWl.EDGMENl) 

COUNTY OF _________________ _ 

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

known to me: to be the person wbo1e o.ame is subscribed to the: fon:going instrument. zs. ____________________ .of 

;:-:-:=:------:--~~-=---:---:-----:--:---:-----:----:---::---.----;--;--;--;--:-;--'IOd a.cknowlcdged to me thal be: cxccuu:d the same 
for the purposes and consider.uion therein expressed, in the c:apaeir:y stated, and as the act and deed of said corporation. 

Given under my hand and seal of office this the. _____ day o f ______ ____ _. 19 __ . 

NoCary Public in and for _________ _ 

I\ . I " 
STATEOF ___ ~~~~~~~~~---------
COUNTY OF ___ 'R......_ ...... !> ... Il _..>...~:J"'U..~::J....~. _ ___ _ 

(INDIVIDUAL ACKNOWLEDGMEN1) 

Before me, the undersigned authority, oa Ibis d~ pcnonally ;ljlpe:m:d __ -=J'-'e=s;.;;s::..e=--....:W..;...;..--::B=u:..:s""h:.:...;.;;a=-n::.:.::d=-'.:.:."..:::i;..:f=-::::e:..J,~----­
May JaR1ne Bus h 

known to me to be the persons whose: names are subscribed to the foregoing instrument. and aclcnowlcdgcd to me that they executed the same (or the purposes and 
consideration therein exp=cd. 

• • • • • .Given under my hand and seal of office this the. _ ___:;[=._~ ____ .day of 
••• 
•••• • • • •• • 
• 

•• • • • • • •• STATE OF ..... ~.-~~~~~--~~~~~~~~~~~=-~---~~ 
• • 

COUNJYOF _ __ ~~~~~-------

Notary Public in and for _____ _____ _ 

(INDMDUAL ACKNOWLEDGMENT) 

kno"ft llloltll to be the persons whose: names arc subscribed to the foregoing instrument. and acbowledgcd to me that they executed the same for the purposes and 

considhation therein expressed. / ;J_ day of OC:/o L " _ 
19 

C) 2 Given under my hand 3Jld sc31 of off!ee this the r .).$/ L -----

d~~~- MONICA MARLOWE 
(J(..J>_'\~ NOTARY PUBLIC 
\\~)tJ Stata of Texas 
~~~';1/ Comm. Exp. 10-30-99 

Noury Public in and for 7Pt;~ 

True and eorres\ 
coPY of . 

Original filed In 
Reeves Co~nty 

Clerl<s Qtf1ce 



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

• •••••• • • 
• 

• •••••• • • 
• •••••• • • 

EXHIBIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
SEPTEMBER 25, 1998, BY AND BETWEEN JESSE W. BUSH AND WIFE MAY JARINE BUSH, AS 
LESSORS, AND CLAY JOHNSON, AS LESSEE, AND COVERING THE E/2 NW/4 OF SECTION 24, 
BLOCK 59, PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS. 

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

True and 6oFFest 
copy of 

Original filed in 
Reeves County 

Clerks Office 



••• • • • •• • 
•••• 
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RAL REVIEW SHEET 

Transaction # 2893 

Lossor: Bush, Jesse W., and wife May Jarine Bush 

LOSS88: Clay Johnson 

lfASE IISCRfTIDN 

C1111ty Baso Flo No Part 

G~DQst: 

l.oas8Data: 

Acros: 

L. Collier 

9/25/98 

80 

Soc. Ilea Twp Slrvey 

II: 0 

REEVES ~3078 E/2 NW/4 ~ A c. 24 59 00 PUBLIC SCHOOL LAND 

TERMS OFFERED TERMS RECDMMENIID 

Prina'y T 111'111: Is years Prina'y Term Is years 

Bonus/ Aero: $50.00 Blnls/Acra $50.00 

RBIItal/ Aero: $1 .00 Rlllta' Acre $1 .00 

Royalty: 13/16 Roymty 13/16 

App'ovffiSiS /!J 2.. 7 ~ 

Tuesday, October 20, 1998 

Abst# 
5946 





TEXAS GENERAL LAND OFFICE 

GARRY MAURO 

M -loo 17t.f 

VtAi J -tAp 

COrviMISSIONER 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: Clay Johnson 

County: REEVES 

Section: 24 Block: 59 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recommende~ )0 fl . .Qg 

Not Recommended: ----
Comments: 

Lease Form 

Recommended: q?? ~ I' \ I 1 \ q~ 
Not Recommended: ----
Comments: 

Spencer Reid, Senior Deputy 

Reconm1ended: ~ 
Not Recommended: - ---

Bonus/Acre 

Rental/ Acre 

Date: 

DATE: 20-0ct-98 

Base File#: 153078 

Abstract: 5946 

$50.00 

$1.00 

Garry Mauro, Commissioner 

Approved: G11 
---- --

Not Approved: ___ _ 





TITAN RESOURCES, L.P. / 
ACQUISITION CHECKING 

COMMIS.SIONER OF THE GENERAL LAND OFFICE 
PARAGON #299: Lease Bonus 

• •• 
• Cl'"~ing 
•••• • • • •• • 

TITAN-RESOURCES, L.P. 

Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 09/25/98 from the State of Texas by Agent 
Jesse W. Bush and wife, May Jarine Bush. Lessor, 
in favor of Clay Johnson, Lessee, covering the E/2 
of the NW/4 of ection 24, Block 59, 
PSL Survey, Reeves County, Texas . 

I 1/4/98 

Acq~l6~:r&~fs~H'ffi.JER OF THE GENERAL LAND OFFICE 11/4/98 
PAij,AGON #299: Lease Bonus Payment in fu ll of 1/2 Lease Bonus Consideration due 

': • • •: the State of Texas for Paid-Up Oil & Gas Lease 
• dated 09/25/98 from the State of Texas by Agent 

••••• : Jesse W. Bush and wife, May Jarine Bush, Lessor, 
• • in favor of Clay Johnson. Lessee, covering the E/2 

•••• •: of the NW/4 of Section 24, Block 59, 
• • PSL Survey, Reeves County, Texas. 

-, 
c...J 

0 CJ 
\ - ---I C'...l 

0 ?"' 

' c::> 
:z;.. 

0 
O" 

Checking Lease Bonus 

002863 A 2,160.00 

99014404 

2,160.00 

002863 
2, 160.00 

2, 160.00 



A/1- /dtJ/9~ 

~~· 

••• • • • •• • 
•••• • • • • • • 

• 
• • • . . . 
•• • 
• ...... 
• • 

• 
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• •••••• • • 



Texas General Land Office 
Garry Mauro, Commissioner 

December 14, 1998 

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

Re: RELINQUISHMENT ACT LEASE NO. M-100194 
E/2 NW/4 of Sec. 24, Blk. 59, PSL 
Reeves County 

Dear Mr. Ready: 

Stephen F. Austm Building 
1700 North Congress Avenue 
Austin. Texas 7870! · 1495 
(512) 463-5001 

The certified copy of the Relinquishment Act Lease covering the above referenced tract has 
been approved and filed in our records under mineral file number M-100194. Please refer to 
this number in all future correspondence concerning the lease. 

Your remittance of $2,285.00, has been applied as the state's portion of the bonus, the 
processing fee and the filing fee. Please let me know if you should have any questions. 

:s;l~ J 
DrewReid ~ 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MT:mrg 

Punted on recycled paper wrth soybean •nk 




