
Rentals: ~ 
Lease -........~_ 
Admin:~ 
Mineral (1 ~ 
Maps: ~ 

STATE LEASE 

CONTROL 

07-102878 

SURVEY 
BLOCK 
TOWNSHIP 
SECTION/TRACT: 
PART 
ACRES 
DEPTH LIMITS 

LESSEE 
LEASE DATE 
PRIMARY TERM 
BONUS ($) 
RENTAL ($) 
ROYALTY 
VAR ROYALTY 

MF100195 

BASEFILE COUNTY 

100679 - REEVES 

PUBLIC SCHOOL LAND 
56 
00 
46 

320.00 
NO 

JOHNSON, CLAY 
Aug 25 1998 
5 yrs 
4320.00 
0 . 00 
0 . 18750000 

/195 



CONTENTS OF FILE NoJJk-,/tJO /f:;-

/ , 2 . hA.~J~ 
~- f-M--~~~~~'1. 
'3, MJA --19-

<f. Jxd /~7hA _. 
~)I)!) ~I M1!61 ctt: £j ·{cz_, 
~IV\- §~ -r rb/~3/o? 

1

!) L~-\-~(5 ~ T1~n ~d.LN:cS ~ [ 1"-(/ crJ 
czx~.Jj.i\t'-~ __ 0 >... ~(\\ ~I;}~ I IS 

I I 

CLD-S-08- (1-82) 



--------.. 

Gcatral Laacl Office 
Rellaqobbmat Act Lca.sc Form 
Revbccl, Stptembu 1997 

Paid-Up 
on. AND GAS LEASE 

nus AGREEMENT is made md entered into this 2 5 day of August I9..2.L ~the Stas.e of Texas, lding by and through its 
aacn Sharon B. St. Clair an<f""""GYj · · 

the1 r sole an separate pro~e rty ~ P. · 7 (SBS) 
807 Fron 1 

(Give Permmcut Address) 
bcrcin referred to as the owner of the soU {wbc1bcr one or more), and CLAY JOHNSON 

203 ~v. ~vall , suite BOO X&X 
Midland , TX 79701 

(Give Pam.ancn1 Address) 
bcrcinafter called Lessee. 

1. GRANilNG CLAUSE. For and in coasidct21ion of' the amounts sbtcd below md of' !he covenants md qrcemc:nts to be paid, kept aod performed by 
Lessee under this lease. the State ofTc:xas aain& by and through the owner of'tbe soil. baeby p'IIIU. leases aod lets UDio l..csscc, tOr tbc sole and only purpose of 
prospcc:ting and drilling for and producing oU and IU. layin& pipe lines. buildin& tan1cs. smrio& oil md buildin& power stations, ldcpbooc lines and othc:r suuttun:s 
thereon, to produce, save. take can: of'. treat and transport said products oftbe lease. the foUowing lands situarcd in Reeves County. State 
ofTc:us, to-wit: 

W/2 of Section 46, Block 56, Public School Land Survey 

containin ... g ___ 3_2_0 ___ acrcs, more or- Jess. The bonus consideration paid for this lease is as follows: 

... 
• • • ••• 
•••• • • • •• • 
• 

To the State of Texas: Four Thousand Three Hundred Twenty and 00/100---------
Dollars(S 4 , 320 . 00 ) 

Totheowncroftbcsoil: Four Thousand Three Hundred Twenty and 00/100---------
Dollars (S 4 , 3 2 0 • 0 0 ) 

Totalbonuseoo.sidcr.Woo: Eight Thousand S ix Hund r ed Forty a nd 00/100----------
Dollars (S 8 , 6 4 0 . 0 0 ) 

"IJlt~tatbonus consideration paid rcpr=ts a bonus of,__-=F~i!:-f=-:t'-,!y,_F"-"'o""u"-'r"--""'a'='n.!,;d,.,__,O'-'O.c...L../ ... 1..,0'-:0~-=-------------------------------
• • • Dollars (S 5 4 • 0 0 ) per ~ on 3 6 0 net acres. 

•••••: G 
• • 2. TERM. Subject to the other provisions in this Jc~ this lease shall be for a t.enn of Five ( 5 ) ye a rs s from this cU.tc 

(haein called "primary tc.rm") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. 
~ .~c~in this lease, the tcnn "produced in payinc quantities• means t1ut the receipts froiD the sale or other authorW:d commercial usc of the substance(s) covered 
aeee~ut of pock~t operational expenses fur the six months last past. 
·~~~:Exhibit "A" attached ~or Pd-Up Delay . Rental Provision . sho~ as Par~gra h #40 . 

• 
aruc. 

at or its successors (which sJWI continue as the depository regardless of ges in the ownership of 
said land), the amount specified below; ition, Lessee shall pay or tender to the COMMISSIONER OF 1HE GENERAL . CE OF THE STATE OF 
TEXAS, AT AUSTIN, TEXAS, a like sum oa or said date. Payments under this paragnph shall opcrau: as a shall cove:r the privilege of defc:rring 
the commencement of a well for one (I) year from said Payments under this par:1grapb shall be in the folio · 

To the owner of the soii: ________ -=.......,:::-----:'7""..::;.. _ __,:------------------
Dollars (S·------------~~::::;_ ___ __,J 

TotheS~ofTeMU: _____________ ~~~---~~---~------------------------
Dollars (S. ________ -::::>""..:::::.. ______ .......:::.......,~ 

To~Rcn~=----------~~~--------------------7~~---------------------------­
Dollars (5·---~~=--------------__,J 

True and Correct 
copy of 

Original filed in 
Reeves County 



. ~---- ---- ~·-------

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half {Ill) of the royalty 
provided for in this lease to the Commissiona- of the General lAnd Office of the State of Texas, at Au.stin, Texa1, and one-half (Ill) of such royalty to the owner of 
the soil: 

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

~/l6ths part of the gross production or the marlcet value thereof; at the option of the owner of the soil or the Commissioner of the 
General Land Office, such value to be detumined by I) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate:, or other liquid 
hydrocarbons, respectively, of a lilce ~ and gravity in the general area where produced and when nm, or 2) tbe highest marlcet price thereof offered or paid in the 
general area when: 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 ~ of cost to the royalty owners through an adequate oil and g.as separa!Or of conventional type. or 
other equipment at least as efficient, so that all liquid hydrocarbons n:covct"able from the gas by such means will be n:a>ven:d. The requirement that such gas be run 
through a separator or otha- equipment may be waived in writing by the royalty owners upon ~ terms and concfitions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defmc:d as all hydrocarbons and gaseous substances not defined 
as oil in subparagraph (A) above:, produced from any. wc:U on said land (j~ as provided herein with respect to ps proces.scd in a plant for the c:xtraction of 
gasoline, liquid hydrocarbons or othCTproducts) shall be 3 _1 bths part of the gross production or the marlc:et value then:o( at the option of the 
owner of the soil or the Commissionc:r of the General Land Office, such value: to be based on the bi&hest maricet price paid or offc:n:d for gas of compar3blc: quality in 
the general an:a where produced and when run, or the gross price paid or offen:d to the producer, whichever is the greater; provided that the maximwn pressure base 
in measuring the gas under this lease shall oot at any time exceed 14.6S pounds per square inch absolute, and the standard base tcmpe:rarure shall be sixty (60) 
deg:rec.s Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity IICCOrding to tests made by the Balance Method or by the 
most approved method oftestine 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 the recovery of gasoline or otha- liquid hydrocarbons 
shall be 3/16ths part of the residue gas and the liquid hyd.rocalbons c:xtracted or the marlc.et value thereo( at the option of the 
owna- of the soil or the Commissioner of the General Land Office.. All royalties due herein shall be based on one hundn:d percent. (100%) of the total plant 
production of residue gas attributable to gas produced from this lease:, and on fifty percc:nt (50%), or that pc:rcent a.ccruing to Lessee, whichever is the~. of the 
total plant production ofliquid 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 fifty percent (50"1.) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at ann's length (or if there is no such third 
party, the highest pc:rcent then being specified in processing agreements or contracts in the industry), whicheva- is the greater. The respective royalties on residue gas 
and on liquid hydrocarbons shall be determined by 1) the highest marlcet price paid or offen:d for any gas (or liquid hydrocarbons) of comparable quality in the 
general area, or 2) the gross price paid or offen:d 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, howeva-, shall the royalties payable: under this paragraph be less than the royalties which would have been due had the gas not 
been procc:ssed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) 
w~!W said gas be "casinghead, • "dry," or any other gas, by fractionating, burning or any other processing shall be . 3/1 6tbs part of the 
h~~duction of such products, or the market value thereo( at the option of the owner of the soil or the Commissioner of the General Land Office, such market 
vll,l~'~ 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 
~~f~e average gross sale price of each product for the same month in which such prOducts are produced; whichever is the greater . 

• 
• • 5. MINIMUM ROYALTY. During any year afta- the expiration of the primary term of this lease, if this lease is maintained by production, the royalties 

,~G.un:ter this lease in no event shall be less than an amount equal to the: total annual delay n:ntal hen:in provided; otherwise, then: shall be due: and payable on or 
beforl &!e last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the 
~§lg year. If Paragraph 3 of this lease does not specify a delay n:ntal amount, then for the purposes of this paragraph, the delay rental amount shall be: one 
/o II ar (S 1. 00) per acn:.. 

• 
• • • • •! 6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the: owner of the soil or the Commissioner 
3fthc:1Jc:nc:ral Laad 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 

~ ~iz!g to such royalty owner unda- this lease: be made in lcind. The: owner of the soil's or the Commissiona- of the General Land Office's right to take its royalty in 
tind .9hall not 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. 
under this lease. 

7. NO DEDUCTIONS. Lc:ssc:e agrees that all royalties accruing under this lease: (including those paid in lcind) shall be with~ut deduction for the cost of 
producing, gathering, storing. separating. treating, dehydrating, compressing, processing, transporting, and otherwise malcing the oil, gas and other products 
hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any n:imbursc:ments for severance taxes and 
production n:latc:d costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel u.sed to 
process gas produced hereunder in any processing planl Notwithstanding any other provision of this lease, and subject to the written consent of the owner o f the soil 
and the Commissioner of the Gf:ner.ll Land Office, Lessee may recycle: gas for gas lift purposes on the leased premises or for injection into any oil or gas producing 
fonnation underlying the leased premises after the liquid hydrocarbons contained in the gas have 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 roy alties not taken in kind shall be paid to the Commissioner of the General L3nd 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 c urrently provide that royalty on oil is due 
and must be received in the Gf:neral Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and 
must be received in the General Land Office on or before the I 5th day of the second month succeeding the: month of production, accompanied by the a.ffidavit of the 
owner, manager o r other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposit ion of 
all oil and gas produced and the market value of the o il and gas, toge ther with a copy of all documents, records or reports con fi rming the gross production. disposition 



and market value: Including gas meter readings. pipeline ru:cipu. gas line recc:ipts md othc:r c:beck1 or memoranda of amount producc:d and put into pipdinc:s, tanks 
or pools and gas lines or gas stonae, and any otha repons or rc:c:ords whidl the Gcnc:1'21 Land Ofikc: may require: to verify the: gross production, disposition and ' 

• market value. In all cases the authority or a man&geT or qc:nt to Kt for the: Lc:ssce bc:rc:in must be filc:d in the: Genc:1'21 Land Offic:c.. Each royalty payment shall be 
KCOmpanic:d by a ~lc stub, schc:dulc:, summary or ocher remittance advice showi.og by the assigned Gc:nc:ral Land Office lc:asc: number the amount of royalty being 
paid on each lease. JfLc:ssce pays his royalty oa or before thirty (30) days after the royalty pa:ymc:Dt 'WliS due:, then Lc:ssce owes a penalty of 5% on the: royalty or 
Sl.S.OO, whichever is greater. ~royalty payment which is ovc:r thirty (30) days Ja~e shall KCn1c: a pc:nalty of 10% of the royalty due: or S2S.OO whichever is~­
In addition to a pc:nalty, royalties shall accrue: interest at a rate of 12% per year; such interest will begin accruing whc:n the royalty is sixty (60) days overdue:. 
Affidavits and supporting doc:umc:ots which are not filed when due: shall inc:ur a penalty in an amollllt sc:t by the Gc:nc:ral Land Offic;c: administrative rule: which is 
effective: on the dm whc:o the affidavits or supporting doc;uments were due. The Lc:ssce shall bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due dale: provided herein. Payment of the delinquency penalty shall in DO 'IQ)' opc:r.Ue to prohibit the Stale's right of forfeiture: as provided by taw 
nor act to pos1p0nc: the dale: on which royalties were originally due. 1bc: above penalty provisioos shall oot apply in c:asc:s of title dispute: as to the State's ponioo or 
the: royalty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fanUsh the Commissioner oftbc Gcne1'21l.and Office with 
its best possible estimate of oil and gas reserves ~mderlying this lease or allocable to tbis lease aod shall finish said Commissioner with copies or all coo tracts under 
which gas is sold or proc:cssc:d and all subsequent agrc:c:mc:ms and amendments to such c:oatracts within thirty (30) days after entering into or making such contrac:ts, 
agreemc:ots or amendments. Sud! contracts ud agrcemcnts wbeo received by the Gcoc:ral Lmd Office shall be bcld in confidence by the General Land Office: unless 
ochc:rwisc: authorized by Lessee. All ochc:r c:ontnlc::tS aod m::ords pc:rtaininc to the production, traosportatioa, sale and marketing or the oil and ps produced oo said 
pn:misc:s. ioc:Juding tbc boola and accounts. rc:c:c:ipts and disc:harges of all wells, tiDies, pools. meters, and pipc:lines shall Ill all times be subject to iospec:tioo aod 
examination by the Commissionuofthe General Land Office:, the Attorney Geoc:ral, the Governor, or the representative: ofaay of them. 

(B) PERMITS, DRILLING RECORDS. Wriae:n ootic;c: of all opc:ratioo.s oa this lease: shall be submiaed to the Commissioner of the: General 
Land Office by Lessee or opentor five: (5) days before spud date, worlcovc:r, re-cnrry, ll:rnporary abandorvnent or plu& and abandorvnc:nt of any well or wells. Such 
written ootic;c: to the General Land Offic;c: shall include copies ofiUilroad Commission ronns Cor applic:ation to drill Copies of well tests, completion reports and 
plugging reports shall be supplied to the General Land Offic;c: at the time they are filed with tbc Tens Railroad Commissioa.. All applications. permits, reports or 
other filings that n:ferc:nc;c: this lease or any specific: well on the leased premises and that arc: submitted to the Texas lbilroad Commission or any othc:r govc:rnmc:ntal 
agency shall include the word "Stale" in the: title. Additionally, i.o ac:c:ordancc: with Railroad Commission rules, any signage on the leased premises for the pwposc of 
idc:ntifyin& wells, taolc batteries or other associau:d improvements to the lmd must also include the word "State. • Lessee shall supply the Gcncr.l1 Land Office with 
any records, memoranda. accounts, reportS, cuttings and cores. or other information rdalivc: to the opc:ration of the above: -described premises, which may be 
requested by the General Land Office:, in addition to those herc:in expressly provided for. Les.sc:c: shall have: an c:Jec:tric:al and/or radioactivity survey made do the 
bore-hole section, ftom the base oftbc swface casing to !he total depth of well, of all wells drilled oo the: above: described premises aod shall transmit a true copy of 
the: log ofc:acll survey on each well to the: Genc:ral Land Offic:c: within flfteen (15) days after the: making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty wbenevc:r reports, documents or othc:r materials arc: not filed in the General Land Office when 
due. The penalty for late filing shall be set by !he General Land Offic;c: administrative rule: which is effective on the: date when the: materials were due in the General 
Land Offic:c:. 

II . DRY HOLE/CESSATION O F PROD UCTION DURING PRIMARY TERM. It: during the primary term hereof and prior to discovery and production 
of oil or gas on said land, Lessee shouJd drill a dry hole or holes thereon, or if during the primary tc:nn hereof and after the discovery and a.ctual production of oil or 
gas~ the leased premises such production thereof should c:casc ftom any cause, this lease shall oot taminate if on or before: the c:xpitalion of sixty (60) days from 
d~6,~pletion of said dry hole: or cessation of production Lcssc:e commc:nc:c:s additional drilling or reworking operations thereon,. or pays or tenders the: next 
~4c:lay rental in the same manner as provided in this lease.. u; during the: last year of the: primary term or within sixty (60) days prior thereto, a dty hole be 
c:o'tv;lttef aoll abandoned, or the: production of oil or gas should c:casc for my cause, Lcsscc:'s rights shall remain in full forc:c: and c:ffec:t without further operations 
until.the expiration of the primary term; and if Lessee: has not rc:sumc:d production in paying quantities at the: expiration of the primary tam. Lessee may maintlin this 
Je~ by ;onduc:tinc additional drilling or reworlcing operations pumwtt to Paragraph 13, using the expiration of the prinwy tum as the dare of c:cssation of 
p~\Ktien under Paragr.1ph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
primarY fcrm hereof; Lessc:e may resume payment of the annual rental in the same manner as provided hc:rein on or before the: rental paying date: following the 
«tiraMln of sixty (60) days from the: date of completion of such shut-in oil or gas we'll and upon the failure to make such payment, this lease: shall ipso facto 
terminal!:. If at the expiration of the primary term or any time thc:rcafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
accardanc:c: with tbc: shut- in provisions hc:reot: ..... : 

• • 12. DRlLUNG AND R.EWORK.ING AT EXPIRATION OF PRIMARY TERM If; at the expiration of the primary term, neither oil nor gas is being 
p~d on said land, but Lessee is then engaged in drilling or rc:worlcing operations thereon, this lease shall remain in forc:c so long as operations on said well or for 
dfillintor reworking or any additional well arc: prosecuted in good faith and in-woricnaolikc: manner without interruptions totaling more than sixty (60) days during 
any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas u produc;c:d 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. I( after the: expiration of the primary tc:nn, production of oil or gas from the leased premises, after 
once obtained, should cease from any cause. th.is lease shall not terminate if Lessee commc:nc:c:s additional drilling or reworking operations within sixty (60) days 
after such cessation, and this lease shall remain in full forc;c: and effect for so long as such operations continue in good faith and in worlcnan.likc: manner without 
interruptions totaling more than sixty (60) days. If such drilling or reworlcing operations re.sult in the production or oil or gas, the lease: shall remain in full fo~c: and 
effect for so long as oil or gas is produced from the leased premises in pay ing 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 Jaw. If the drilling or reworlcing operations result in the completion of a well as a dry hole, the lease will not 
terminate: if the lessee commenc:c:s additional drilling or reworking operations w ithin sixty (60) days after the completion of the well as a dry ho le:, and this lease 
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a worlcmanlilcc: manner without intc:rruptions totaling more 
than sixty (60) days. Lessee shall give: written no tice to the General Land Offic;c: within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. Fo r purposes o f this paragraph, •well" means any well that bas been assigned a well number by the stale agency having 
jurisdiction over the production of oil and gas. u: at any time after the: expiration o f the primary tenn of a lease that, until being shut in, was being maintained in 
fo rc:c: and e ffect, a well capable: o f producing oil o r gas in paying quantities is loc:au:d on the le:ucd premises, but oil or gas is not being produced for lade of suitable 
production fac il ities or lack of a suitable m:u-ket.. then Lessee may pay as a shut-in o il 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 fo r eac h well capable o f producing oil or gas in paying quantities. If Paragraph 3 o f this le ase does not specify a delay rental 
amount.. then fo r the purposes o f !his pa.ragraph, the delay rental amount shall be one do llar (SI.OO) per acre. To be effective, each initial shut-in oil or gas royalty 



must be paid on or before: (I) the expiration of the priawy term, (2) 60 daY" after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days 
after Lessee completes a drilling or reworking opcntion i.a ac.cordance with the lease provisioas; whichever date is latest. Such payment shall be made one-half(l/2) 
10 the Commissioner of the GcnenJ l..md Office and onc-half(l/2) to the owner of the soiL If the shut-i.a oil or gas royalty is paid., the lease shall be considered to be 
a producing lease and the payment shaiJ c:xleDd the lmD of the lease for a period of ooc: year fiom the end of the primary tcnn. or from the first day of the month 
following the month in which production ecascd, 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. 

15. COMPENSATORY ROYALTIES. 11; during the period the le2SC is Jcept in effect by p:rymcnt of the shut-in oil or gas royalty, oil or gas is sold and 
delivered in paying quantities from a weD located within one thousand (1,000) feet of the leased premises md completed i.a the same producing reservoir, or in any . 
case in whieb drainage is occuning. the right to continue to maintain the lease by paying tbe shut-i.a oil or gas royalty sba.ll cease, but the lease shall remain effettive 
for the remainder of the ye-ar for which the royally bas been paid. The Lessee may mamtain the lease for four more successive years by Lessee paying <Xlmpetlsalory 
royalty It the royalty raze provided i.a the lease of the martcet value of production from the well causing the drain.age or which is completed in the same producing 
reservoir and within one thousand (1,000) fcct of the leased premises. The compensatory royalty is to be paid monthly, one-half(l/2) to the Commissioner of the 
General Land Office and one-half(l12) to the owner of the soil, beginning on or before the last day of the month foUowi.ag the month In which the oil or gas is 
produced fiom the well causing the cfrainace or lhllls completed i.a the same produci.ag reservoir lind loaled within one tbousmd ( 1,000) feet of the leased premises.. 
J( the compensatory royalty paid in any 12-month period is i.a an amount less than the 1nnual shut-i.a oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days fiom the end of the 12-mootb period. Compensatory royalty payments which 1rc not timely paid will aecruc penalty and interest in 
KCOrdance with Parqraph 9 of this lease. Nooc: of these provisions will relic:vc Lessee of the obliptioo of reasonable development nor the obligation tD drill offset 
wells as provided m Tens Natural R.c:sources Code 52.173; however, It the detcrmina.tion of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatOry royalties can sa!isfy the obligation to dn11 offset wells. 

16. RErAINED ACREAGE. Notwithstanding any provision of this lease ID the eootr.uy, after a well producing or capable of producing oil or gas bas 
been completed on the leased premises, Lessee sba.IJ exercise the diligence of a reasonably prudent opentar in drilling such additional well or wells as may be 
reasonably necessary for the proper development of the leased premises md in marketing the production thereon. 

(A) VERTICAL In the event this lease is in force and effect two (2) years after the exriratioo date of the primary or octcnded term it shall then tcnnin:w: 
as to all of the leasc:d premises, EXCEPT (I) 40 acres surrounding eacll oil well capable of producing in paying quantities and 320 acres surrounding each ps well 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in 
continuous drilling or reworking opentions, or (2) the numbcrofxres included in a producing pooled unit pursuant to Texas Natural Resources Code 52..151-
52.153, or (3) such greater or lesser number of acres as may then be allocalCd 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 tennioation provisions hereof; the applicable field rules are changed or the well or wells locakd thereon are reclassified so that less acreage is 
thereafter allocated to said well or wells for production purposes. this lease shall the.reupon terminate as to all acreage not thereafter allocakd ID said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hcn:by, Lessee shall ncvc:nhelcss continue to have the right of 
ingress to and egress fiom the lands still subject tD this lease for all purposes described in Paragraph I bc:rcof; together with easements and right:Hlf-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 tnnsportation of oil, gas and other minerals produced from the retained lands. 

• •• fB) WQRiiCQtfFA:L: Ju dac evuil ttais lcwe is in fvacc aid cSiect rwo f.ij )Cal a1tu ttsc cxpdtdion date of the p;istta) oa extended tcsm it shall fiwdau 
:.~iMf. 11!1 le allll1ptlu eeloill 188 feet eelo111 the tobd depdi llsillcll (bctcinatk:r 'deeper depth31 ifteaelt 'IIICIJ locate!! oaaereer;e .reteiftell it! P-~h 16 fM 
'ha'lfu •lew '" ar lie faN PAo (2) )call ar&ta the ptismJ or c:xtcndetJ lel'lll LeM cc p,.,., • •unlftt ett-a te OIIC helf(IJl) of the lsanttt anziaell> plitl., 
;...,t4tfetieft far thi31cG:IC (a:s specified ou page 1 haec,. lfsach aaJOwtt i:J paid; thi:J I01L1C ,._.I be in: forec ••d cff.Kt.., te Jtteh •cper elept:M; •-' .ttl 
te,..inetion JheJI be «:la,cd fva WI additional pcaiod of t-wo (2) )CIM'! ~~~~,., laasllheN.n.as eiJ er 1111 il PRI'hu;•d ia pa,'iAI 'l.,lAsi&irr &om R'Ch deeper 4eprhs 

•• were- "' lhis I ewe. 
• • • • •• 

(q JDENTIACA TION AND FlUNG. The SUiface acreage retained hereunder as to each well shall, as nearly as practical, be io the form of a square with 
~e -! 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 part.ial 
tetmination of this lease as provided hen: in, Lessee shall execute and record a release or releases containing a satisfactDry legal description of the acreage and/or 
depths not retained hereunder. The recorded reltasc, or a catified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed 

·~,. ~neral Land Office rules io effect on the c!au: the release is filed. If Lessee fails or refuses ID execute and record such release or releases within ninety (90) 
3ays ~cr being requested tD do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the aacage and/or 

• ..... ~tto 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 
bene~ Land Office and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation tD prot.cct 
the oil and gas under the above~escn"bed land from being drained. Lessee, sublessee. receiver or other agent in conttOI of the leased premises shall drill as many 
wc:lls as the facu may justify and shall use appropriaiC m= and drill to a depth necessary to prevent undue drainage of oil and gas fiom the leased premises. In 
addition. if oil and/or &as 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 conttOI of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within 100 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 statutory offset obligation may subject this lease and the owner of the 
soil 's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable starutory 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 w ith any express or implied covenant of this lease, from 
conducting drilling opc:r.ltions 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 valid order, rule or regulation o f government authority, then while: so prevent.cd, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall no t be liable for damages for failure tD comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cat1Se, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this parauaph shal l suspend the 
payment of delay rentals in order to majntain this lease in effect during the: primary term in the absence of such drilling or reworking operations or production of oil 

or gas. True and Correct 
copy of 

Original filed in 
Reeves County 

,..... __ a , ~ f"'IHil"'o 



19. WARRANTY CLAUSE. The owner of the soil wamnts and agrees to defend title ID the leased pl'l:lltisa. If the owner of the soil defaults in 
payments owed 011 the l~d premises, then Lcs.see may redeem the rights of the owner of the soil in the lc2sed premises by paying any mortgage, taxes or other liens 
on the leased premises. If Lessee makes payments oo bdlalf 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} rr..cron:r:ONJ..n REDUGTION CLAUSE. Jftbe-ownerofthe soil owns less than the entire undivided surfxt: esta1c in the above 
dc:scribed land. whether or not l.cs.see's interest is ~ified 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 wbich his interest bean to the entire undivided surface eswe and the royalties and rental herein provided to be paid to the Conunissioner of the 
General Land Office of the State ofTe:xas shall be likewise proportionately reduced. However, before Lessee adjusu the royalty <X" rental due to the Commissioner of 
the General Land Office, Lessee or his authorized representative must submit to the Commissiooc:r of the General Ulld Office a writtl::n statement which explains the 
discrepancy between the interest purportedly leased under this lease and the actual Interest owned by the owner of the soil. The Commissioner of the General Land 
Offite shall be paid the value of the whole production allocable to any undivided interest not covered by a lease. less the proportionate developmcnl and productioq 
cost allocable to such undivided interest. However, in no event shall the Commissioner oftbe General Land Office receive as a royalty on the gross productio11 
allouble to the undivided interest not leased an amount less thao the value of one-sixteenth (1116) of such gross.productioll. 

(B) REDUCTION OF PAYMENTS. u: during !be primary term, a portion of the land covered by this lease is included ~thin the boundaries 
of a pooled unit that has been approved by the School Land Board and the: owner of the soil in ac:c:ordance with Narun.J Resources Code Seajons S2.1Sl-S21S-4, or 
U: 11 any time after the expiratio11 of lbe primary term or the extended term. this lease covers a lesser number of laeS than the total amount desc:t'ibed herein. 
payme11ts that are made on a per acre basis hereunder shall be reduted according to the number of acres pooled. released, surrendered. or otherwise severed. so that 
payments dctc:rmincd oo a per acre basis under the terms of this lease during the primary term shall be caleulaed based upoo the numba- of acres outside the. 
boundaries of a pooled unit, or, if after the e:xpiratioo of the primary term, the number of acres adUilly retained and covered by this lease.. 

21. USE OF WA TElL Lessee shall have the right to use water produced on said laod necessary for operations under this lease ex<:ept water from wells or 
tanks of the owner of the soil; provided, however, Lessee shal.l not use 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, improvements. 
livestoclc and aops on said land. 

23. PIPEUNE DEPTII. When requested by the owner of the soil. Lessee shall bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled never than two hundred (200) feet to any house or barn now on said premises without the 
written consent of the owner of the soU. 

2S. POLLU1lON. In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing. pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent 
spill age, seepage or ground wat~ contamination. In the event of pollution, l..cs$ee shall use all means ~ its disposal to recap~ all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage to public and privatc properties. Lessee shall build and maintain fences around its slush. sump, and dr.llnage pits 
and tank batteries so as to protect livestodc against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
sl~es and tellars and completely c:Jean up the drilling site of all rubbish thereoo. Lessee shall. while conducting operations on the leased premises, keep said 
prdni~ b of all rubbish, cans, botlles, paper cups or garbage, and upon completion of operations shall restore the swU.ce of the land to as near its original 
t<indi~. and contours as is practicable. Tanks and equipment will be lcept painted and presentable. 

•• • 
• 26. REMOVAL OF EQUIPMENT. Subject to Hmita.t.lons in this paragraph. Lessee shall have the right to remove machinery and fiXtUreS placed by 

t.e.¥e ~the leased premises, including the right to draw and remove casing. within one hundred twenty (120) days after the expiration or the tennination of this 
1~¥e taJO:ss the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove easing from arry well capable of producing oil 
and gas lo paying quantities. Additionally, Lessee may not dnw and remove casing until after thirty (30) days written noti~ to the Commissioner of the General 
UM'o~te and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures. or casing which arc: not timely removed by~ 
un~ the terms of this pangraph. 

•: • • •! 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and esta.t.es of either party to this 
lease m._ay be assigs;ed, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees. legal repre.sent3tives, successors 
~~US:gns. However, a change or division in ownership of the land. rentals, or royalties will not enlarge the obligations ofl.cs.see, diminish the rights, privileges 
and cs~ of Lessee, impair the effectiveness of any payment m;:~de by Lessee or impair the effectiveness of any act performed by Lessc:c:. And no change or 
division in ownership of the land, rentals, or royalties shall bind Lessee for any pu:pose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
represenWives or assigns) furnishes the Lessee with satisfactory written evidente of the change in ownership, including the original recorded muniments of title (or a 
certified copy of such original) wbCn the ownership changed be=e of a conveyance. A total or partial assignment of this lease sbait, to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent oblig.uions under this lease. lf 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 of each, and failure by one or more of them to pay his share of 
the rental 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 Offi~ before the next rental paying date, the entire lease shall tcnninatc for failure to pay the entire rental due 
under Pilr.lgraph 3. Every assignee shall succeed to all rights and be subject to all oblig.uions, liabilities, and penalties owed to the Sta1e by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties.. 

(B) ASSIGNMEm LIMITATION. Notwithstanding any provision in P:uag:l'3ph 27(a}, if the owner of the soil acquires this lease in whole or in pan by 
assignment without the prior written approval of the Commissioner of the General Land Offite. 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 ifit 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 so il 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 stockholdCT or employee of the corporation which is the owner of the soil; 
(5) a panner or employee in a partnersh ip which is the owner of the soil; 
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(6) ~fiduciary for the owner of the soil; including but not limited to a JUS~t[..m. trust.cc, 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 ownct of the soil by mllrlagc, blood, or adoption. 

28. RELEASES. Under !he conditions contained in this paragraph and P~h 29, Lessee may at any time execute and deliver to the owner of the soil 
an<l" piaee or record a release or releases covering any portion or portions of the leased premises, md tbc:rcby swrcndcT this lease c to such portion or portions, and be 
relieved of all subsequent obligations as to ~age surrendered. If any part of this lease is properly Sllfi'CIIdercd. the delay rental due under this lease shall be n:duced 
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immc:dialely prior to such surrender, however, such release will 
not relieve Lessee of any liabilities which may have acaucd under this lease prior to the surn:ndcr of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any pan of this lease is assigned or released, such iLSSignment or release must be recorded in 
the county where the land i.s situated, and the recorded instrument, or a copy of the recorded instrument certi1ied by the County Clerk of the county in which the 
insuument i.s recorded, must be tiled i.o 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 forfeirure at the option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease oftbc above-described land have been included in this instrument, including the 
st3lcmeot of the true consideration to be pald for the exeeutioo of this lease aod the ri&hts and duties of the parties. Ally collateral agreements concerning the 
development of oil111d ps from the leased premises which arc oot contained in this lease reader this lease invalid. 

31. FIDUCIARY DtrrY. lbe owner of the soil owes the State a fiduciary duty IDd must 1\illy disclose any facts affecting the State's interest in the leased 
premises. When the interests of the owner of the soil oonflict with those of the State, the OWDer oftbc soil is obligarcd to put the State's interests before his pcnonal 
interests. 

32. FORFEITURE. If Lessee shall fail or refuse to ITUike the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized 
agent should knowingly make any false return or false report concerning production or drilling. or if Lessee shall fail or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by lbe Cornntissioner of the General Land Office, or if Lessee should fail to file reports in the manner 
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the RMlroad Commission. or if 
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should Jcoowingly fail or refuse to give 
correct information to the proper authority, or knowingly fail or refuse to tumish the General Land Office a correct log of any well, or if Lessee shalllcnowin&IY 
violate any of the material provisions of Ibis lease, or if this lease is assigned and the assignment is DOt 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 
forf'eiturc, and when forfeited the area shall again be subject to lease under the tc:nns of the Relinquishmcot Act. Ho~er. nothing herein shall be construed as 
waiving the automatic tennination of this lease by operation oflaw or by reason of any spccijll limitation arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
compliance with the provisions of the law and of Ibis lease and the rule.s and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code S2.136, the State shall have a first lien upon all oil and gas produced from the area coven:d 
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 licq provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security 
~'i all leased minerals in and extracted from the leased premises, all proceeds which may ~e to Lessee from the sale of such leased minerals, whether such 
p"'cc!4s arc held by Lessee or by a third party, and all fJJCtures on and improvements to the leased premises used in connection with the production or processing of 
Sileft ~ed minerals in order to se= the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
lo!!."tha1<Lcssor may suffer by reason of Lessee's breach of any covenant or condition of this tease, whether express or implied. This lien and security interest may be 
fo~losed with or without court procecdingl in the manner provided in the litle 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
~~~Rlfl~ioner may require Lessee to c:xccua: and record such instJUITlents as may be reasonably necessary to aclcnowledgc, anacb or perfect this lien. Lessee hen:by 
~~ats that there arc oo prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of 

~is leue. Should the Commissioner a1 any time detennine that this representation is not true, then the Commissioner may declare this lease forfeited as provided •••• re10.e 

• 
• • 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 
~·~~ intercstJor the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land 
Board,111d the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease purruant to Texas Na.tural Resources 

•eM!! :s2.1s 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 NaruraJ 
Resources Code 52.1 52. 

35. INDEMNITY. Lessee hereby releases and discharges the State o f Texas aEd the owner of the soil. their officers., employees, partners, agents. 
contractors., subcontractors, guests, iov.ia:es, and their respective successors and assigns, of and from all and any actions and causes o f action of every nature, or other 
harm, including environmental harm. for which recovery of damages is sought, including. but not limited to, all losses and expenses which an: caused by the 
activitie.s of Lessee, its officers, employees, and agents arising out of; incidental to, nr 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 lbe terms or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State ofTexas and the owner of the soil, 
their officers, employees and agents, their successors or assigns, against any and all clainu, liabilities, losses, damages, actions, personal injury (including deiUh}, 
costs 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 environmental hazards, on the leased pn:mises or in any w~ related to Lessee's fail we to comply with any and all 
environmental Jaws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the leased pn:mises; those arising from 
ussee'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 other act or omisSion of Lessee, its directors, officers, employees, partners., agents, contractors., subcontractors, guests, invitees, and their respective 
successors and assigns. Each assignee o f this Agreement, or an interest therein. agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of 
Texas and the owner of the soil, their o'fficers, employees. and agents in the: same: mannc:r provided above in COMection with the activities of Lessee, its officers, 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE IJ',"DEMN ITY OBUGA TIONS 
AND\OR LlABILITIES ASSUMED UNDER THE TER.<\1S OF TillS AGREEMENT SHALL BE WITHOliT LIMITS AND WITHOliT REGARD TO 
TilE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDmONS), STRlCT LIABILITY, OR THE NEGLIGENCE OF ~y PARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INI>EMNlFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, 
CONCURRENT, ACTIVE, OR PASSIVE. 



. 36. ENVIRONMENrAL HAZARDS. lessee shall use the highest degree of care and all reasonable safepards to pte'VentCQntml~on or pollution of · 
any cnvii'Onmental medium. lnc:luding soil. surbc:c: ~ voundwuu, sediments.. and surface or subsurface stra1a. ambient air or any other c:uvironmentlllllCdium . 
Ia. on, or under, the leased premises, by aoy waste, pollutant, or c:ontaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos 
containing materials, explosives, toxic maLerials, or substances re&Wa~cd as h.uarclous wasteS. hazardous materials, hazardous substances (as the term ·Hazardous 
Substance~ is defined in the Comprehensive Environmental Response. Compensation and Uability Ac:t (CERCI..A). 42 U.S.C. Sections 960 I, ct seq.), or toxic 
substanceS under any federal, st31e. or JoeaJ Jaw or regulation ("HJ:ZJrdous Maurials"). except cmfuwy products c:ommonly used iD CQnnec:tlcn with oil ~c! iii.> 
cxplontioa and development operations and stored iD the usual11W111C1 and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBmON 
SHALL CONSTITUTE A MA TElUAL BREACH AND DEFAULT HEREUNDER AA"D LESSEE SHALL INDEMNIFY, HOLD HAR.\ILESS AND 
DEFEND THE STATE OF TEXAS A."'m TI:1E OWNER OF TilE SOIL FROM AND AGAINST ANY CLAIMS, DA.'\iAGES. JUDCMLVIS. PENALTIES. 
LIABILITIES, AND COSTS (INCLUDING llEASONABLE A TTORl'oiEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING Our OF (I) A 
VlOLA TION OF l1iE FOREGOING PROHIBmON OR (D) THE PRESENCE, RELEASE, OR DISPOSAL OF A.'N HAZARDOUS MATERIALS ON. 
UNDER, OR ABOur THE LEASED PRE.'\IISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PRE.'WSES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AA"D REPAIR A.'N SOIL OR GROUND WATER CONTA.\IINATION A."'D DA.'dAGE CAUSED BY THE 
PRES£.~CE OR RELEASE OF ANY HAZARDOUS MA TER.IALS IN, ON, UNDER. OR ABOUT THE LEASED PRE.\ USES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PR.E.MlSES IN CONFORMANCE wm1 TilE REQUQU:..~ OF APPUCABLE LAW. THIS 
IND£MNIFJCA TION .A."'D ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABIUTY FOR RESPONSE ACTIONS UNDERTAJ<E:'( 
PURSUANT TO CI:RCLA OR ANY 0TI1ER ENVJRONM.ENTAL LAW OR REGULATION. LESSEE SHALL IM'IEDIATELY GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE son. WJUI"I'EN NOTICE OF ANY BREACH OR. SUSPECTED BREACH OF THlS PARAGRAPH. UPON 
LE.AR.~ING OF TI:IE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM A."''Y GO~ "TAL · 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WlDCH MAY AFFECT THE LEASED PREMISES. TI:IE OBUCATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE :EXPIRATION OR EARUER TER."ttiNA TION, FOR ANY REASON, OF 11fJS AGR.E£.'f£NI". 

37. APPUCABLE LAW. This lease is issued under the provisions o(TcwNatunl Resources Code 52..171 through 52.190, c:om.moaly known u the 
Relinquishment Act, and other applicable staruta and amcndmenu thereto, and if any provisioa ill this lease docs not c:onfonn to these swutes, the swutes will 
pte'Vail over 1ITfY nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed ofreCQrd in tbe c:ounty records and ill the 
General Land Office of the State ofTex.u.. Oocc the filing requirements found ill Paragraph 39 of !his lease have bcc:n satisfied, lhe effective date of this lease shall 
be the date found on Pace I. · 

39. LEASE FILING. Pumlant to Chapter 9 of the Texas Business and Commerce Code, thjj lease must be filed ofre~rd in the office of the County 
Ocrlc in any CQunty in which all or any part of the leased premises is loc::ued, and certified copies thereof must be filed in the General Land Office. This I= is not 
effective until a cenified copy of this lease (which is made and certified by the County Clerfc: from his reCQrds) is filed in the General Land Office in acCQrdancc with 
Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the ac:rual and tnJe consideration paid or promised 
for execution of this lease. The bonus due the State and the prescribed filing fee shall ac:CQmpany such certified copy to the General Land Offic:c. 

••• • • • ••• BY: CLAY JOHNSON 
•••• • • • •• • lTILE=-------~-------

DATE: _ ___.I~a=--- c,::..._..t.-z.!:::.~-----• 
•• • ~ .. 
• •• 

·tr~Ti OF TEXAS 

.BY: .~4»- (Y~ 
JtMt~uaJiy and~ agent for the State ofTcxas Sharo n B . St. 

a ir, al n g in h e r s ol e a n d sepa r ate 
pr opert y 

STATE OF TEXAS 

BY: 
Indi._vi:-:d:-ual-::-ly-an--:d-as_ag_c_n_t 7fo-r-:th:-c-:S:-ta.tc--o-=-f=T:-cxas-----

Date:. _______________ __ _ 

ST A 1'E OF TEXAS 

BY:~~--:---------------
Individually and as agent for the Sute ofTcxas 

D~e: _________________ _ 
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, 
. -

STATE OF ______________________ _ 
(CORPORATION ACKNOWLEDGMENT) 

COUNTY OF _________________ _ 

BEFORE ME, the undersigned authority, oa this day persooally appeared~-----------------------

lcnown tD me tD be the person whose a.amc is subscribed tD the fo~&einc instrumc:nt. as, _________________________________ ,or 

~-:;----------:---:-:---.,.--.,...--....,....----------------.,...--.,...---:-.,...--.,...---.,...---:--:--:--:-:---'ind aclalowlcdced tD me tiU1 be cxeeutcd the same 
for the purposes and co~ tbcRiD cxprcsscd. in the apa.city ~d. m:uf as the aa md deed of said c:cxpor3tioo.. · 

Given under my hand and seal of office this the. ____ chy of ________________ _, 19 __ . 

STATEOF __ ~~~~~~~--~---
Not31)' PubUe in and for~-:-:--.-,.--......,..------­

~"c:L.\ >J\ Clv.."-\ 
(e0RPORXT2ot( ACKNOWLEDGMEN'I) 

COUNTY OF_--...:rYl--::..!.i.li:::CLtill\lPt==:::=:...... __ __ 

BEFORE ME. the undcrsipcd authority, on this day pasonally appcarcd. ___ ..~.,C,...O._.~IiC:::.-TI·I--CJa+,L.Jhn~_ ::!L..t....::$1J7\:l.L.l~~----
known tD me to be the penon whose zwnc is subscribed to the forccoinc in.sttumcat.e:==================='* 
~:::;=;===::;:=:;::::;==:::;:::====-===:::;:==~~=:;:::==~=7:::::;:~=-IDd aclcnowledced tD me that he c:xeeutcd the same 
for the purpo5cs and comideruion therein expressed. ia the c;apacity swcd. and as the act and deed of said corporation. 

Given under my hand and scal'·""o""f ... offi.._c:e...,th .... is_th,...e.~:{p:~~~=d~a .... y ... o""'f _.A(O~!J}~ 
<~~ MONICA MARLOWE 
~~~\ NOTARY PUBLIC 
t;~Jt) State of Texas 

~/ t ~S/ Comm. Exp 10-30-99 
STATEOF ____ ~~~=F~~~~-··-·~·-• __ • 
COVWOF ~ 

Notary Public: in md for_.....tLT..::~:.._..::..;_· _____ _ 

(INDMDUAL ACKNOWLEDGMENT) 

• • • 
• "• Before me. the undersigned :authority on this day pcrsona.lly appe:ared S h a r 0 n B • S t • C 1 a i r , de a 1 i n g i n 
•••• t 

• • • her s ole and se para t e pro pe r t y 
1cno'Jn ufme to be the persons whose names arc subsaibed to the foregoing instrument. and aclc:nowledged to me that they executed the same for the purposes and 
cons1dcration therein expressed. 

•• • • • • 
• • • Given under my hand and seal of office this the 

• •••••• • • 

d:ay or_ .... ~.:::::...c~;c==--=~---.!..------'· 19 Y' ~ 
~~ • 

• •••••• • • 
• 

BETIY V. GRANT 

Notary Public, State of T exes 

My Commission Exp. 03-09·99 

~A~F~~~L-~~~~------~------~ 
co WIT oF M 1'd I a 

Notary Public: in and for J '># ~ 

(INDMDUAL ACK.'IOWLEDGMEN1) 

Before me, the undersigned authority, on this day personally appeared Gvrendo 1 y n B . Ge 1 terneye r, de a 1 i ng 
in her sole and se p a r ate pro pe rty 

lulown to me to be the persons whose names arc subscribed to the foregoing instrument, and acknowledged to me thaL they executed the same for the purposes and 
consideration therein expressed. 

/ II~ 
Given under my hand and seal of ofijc:c this the_.._ __ 7!,__ ____ day of ~k •• 4'? 

~ ln~ 
Notary Public: in and for_h..!...:.e~)(;:::q:L.::S~-------

True and eorreet 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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EXHffiiT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
AUGUST 25, 1998, BY AND BETWEEN SHARON B. ST. CLAIR AND GWENDOLYN B. 
GELTEMEYER, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING THE W/2 OF 
SECTION 46, BLOCK 56, PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS. 

40. Notwithstand ing anything to the contrary indicated in Paragraph Three (3) herein this Lease for 
all purposes shall be considered a fully Paid-Up Oil & Gas Lease. Said Delay Rentals have been paid in 
fu ll 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 6erFe6l: 
copy of . 

Original Hied 1n 
Reeves County 

Clerks Office 

/c 
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Geacnl uad Omc:t 
R.dlaqllisbmat Act Lease Form 
R.tvistd, September 1997 

Paid-Up 
on. AND GAS LEASE 

nus AGREEMENI' is made md enle'ed into this 25 day or Auqustl9~ bctwccn the Stmc ofTexas, lding by md throup its 
•~ Becky B. Griffin and Jonn-w. Bush, each dealing in their sole and 

separate ~ro~erty of 7534 T ri C i ty Beach Rd ., Ba ytown, 

------~--------------------------------~~~----~~~~~~~~----------------------~~d~eu · (Give PcrmanCDl Address) · 
bercin referred to as the owner of the soil (whctbcr one or more), and CLAY JOHNSON 
~·~------------------------------------~2~o~3~· ~w~·~w~a~l~l~,~s~u~l~t~e~8~o~o~----------~x&x 

Mi dland , TX 79701 
(Give Pamanent Address) 

hcrcinaftc:t called Lessee. 

1. GRANTING CLAUSE. For and iD considcntioo of the amounts sb!ed below and of the covcoants and agreements to be paid. kept and performed by 
Lessee under this lease. the State ofTc:us acting by and throu&h the owner of the soil. baeby pmts, !cases and lets UIUo Lc:sscc, for the sole and only purpose of 
prospecting and drilling for and produc:in& oil and gas, laying pipe lines.. building tanks, SIDrin& oil and building power stations, tdepbooc lines and other stnactures 
thCTCOn, to produce, save, take care of; tn:3% and t."'al!Spott said products of the lease, th~ foUowing lands sitc.tted in Reeves County, State 
ofTcxas, to-wit: 

W/2 of Section 46, B1ock 56, Pub1ic Schoo1 Land Survey 

containin . ..,g~ _ _,3~2=0:....__acres, more or less. The bonus consideration paid for this lease is as follows: 

••• • • • ••• 
•••• • • • •• • 

To the State ofTcx.as: Four Thousand Thr ee Hundred Twenty and 00/100---------
Dollars (S 4 ,320.00 ) 

Totheo~aoftbesoil: Four Thousand Thr ee Hundred Twenty and 00/100---------
Dollars (S 4 , 3 2 0 • 0 0 ) 

Total bonus c:onsidcr.ltion: E ight Thousand S i x Hund r ed Forty and 00/100---------
Dollars (S 8 , 640 . 00 ) 

The to61 bonus c:onsidcntioa paid repr=ts a bonus of."":"::"'-----?.F...:irf~t~y:---'F::....::::o~u::..::r::.._..:::a7-n.:..;d::._..:::0:...:0::..../~1..:::0:...:0::....-;-;:--,.-,------------------------------
• • • Dollars (S 54 . 0 0 ) per aae, oa 1 6 0 net acres. 
• • • 

• • • • • ; TERM. Subject to the other provisions in this le~ this lease shall be for a term of F ive ( 5 ) yea rS from this date 
(herelb c:.alled "primary term") and as loag thcn:after as oil and gas, or either of them, is procluc:cd in paying quantities from said land. 
As usd in this lease, the tetra "produced in paying quantities" means that the rec:cipts from the sale or other authoriz.ed c:ommerdal usc of the substanc:c(s) covered 
exc:~~.o!11 tfpoclca operational expenses for the six months last past. 

*SeE! E~hibit "A" attached for Pd- Up De1ay . Renta1 Provision shovn as 

To the owner of the soii: __________ __::::._-.:::::---------::::>,.....:::=--~~---------------------------
Dollars (S:--------------------....:::::.-.....:;::-:::.,......:::::;_----....J 

To the State ofTexas: __________________ ":::::>"...-::=,:.......:::::....,o::::::----------:-------------------------------
Dollars (S ________ --::::,........,::::::...,_ ____ ~.......,:::--' 

TowRenw: _____________ ~~-----------------~~~----------------------------Dollars (S. _____ --:::::o.....:::::::._ _______ _____ .....J 

#40 . 

True and Correct 
copy of 

Original filed in 
Reeves County 



. 4.. . PRODUcnON ROYAL TIES. Upon production of oil and/or gas, Lessee agrees .to pay or cause to be paid one-half (112) of the royalty 
provaded for 111 thas lease to the Conunissiontr of the General Land Office of the State of Texas. at Ausun. Texas. and one-balf(l/2) of such royalty to the owna- of 
the: soil: 

(A) OU... Royalty pa~le on oil, which is defined as including all hydrocarbons produced in a liquid fonn at the mouth of the well and also as all 
condensate, distillate, and other liquid hydrocarbons recovered from oil or cas run through a separator or otha- equipment, as hercinafta provided, shall be 

3/J 6ths 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 Laid 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 area where produced and when nm, or 2) the highest matket price thtrc:of off=ed or paid in the 
genc:t'al area wbc:rc: produced and wbco run, or 3) lhe gros.s proceeds of the sale thereof; whichever is the greater. Lc:ssc:e agrees that before any gas produced from the 
lc:asc:d prell'lises is sold, usc:d or procasc:d 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 efficienl, so that all liquid hydrocarbons recoverable from the gas by such means wiiJ be recovered. The requirement that such ga.<; be run 
through a sc:paruor or other equipment may be waived in writing by the royalty owners upon ~ terms and conditions as they prescribe.. 

(B) NON PROCESSED GAS. Royalty on any ps (including ftared gas), which is defined as all hydrocarbons and gaseous S\Jbstancc:s not defined ' 
as oil in subparagraph (A) above, produced from any weU on said land (except as provided herein with respect to gas procc:s.sed in a plant for the extraction of 
gasoline, liquid hydrocarbons or other products) shall be 3/1 6th s part of the: gross production or the market value thcreo( at the option of the 
owner of the: soil or the Commissioner of the: Gc:ntral Land Office. such value to be based on the hichest maricct price paid or offercd for gas of comparable quality iD 
the: genc:ral area when: produced and when run, or the gross price paid or offered to the producer, whichever is the gre3ter; provided that the maximum pressure base 
in measuring the gas under this lc:asc: shall not at any time exceed 14.65 pounds pc:r square inch absolute, and the: standard base temperature shall be sixty (60) 
degrcu Fahrenheit. correc:tioa to be made for pressure accor<{ing to Boyle's Law, and for specific gravity acccrdiac to tests made by the Balance Method or by the 
most approved melhod of testing being usc:d by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas procc:sscd in a gasoline plant or olha plant for the recovery of gasoline or olher liquid hydrocarbons 
shall be: 3/ 16tbs part of the residue gas and lhe liquid hydrocarbons atracted or the market value thcrco( at the option of the 
owner of the soil or the Commissioner of the General Land Office.. All royaltiC$ due licrcin 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 (50%), or that percent accruing to Lessee, whicheva- is the grqier, oflhe 
total plant production oCliquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas' procc:ssed 
in a plant in which Lessee (or its parent. subsidiary or affiliate) owns an interest, then the perccntagt: applicable to liquid hydrocarbons shall be fifty percent (500/e) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at ann's length (or if there is no such third 
puty, the highest percent lhen being specified in processing agreements or contracts in the industry), whichever is the grc:ater. The respective royalties on residue ga.> 
and on liquid hydrocarbons shall be determined by I) the highest market price paid or offt:red 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 avaage gross selling priet: for the respective grades of liquid hydroca.rlJons), 
whichever is the grcatcr. In no event, however, shall the royalties payable under this paragraph be lcs.s than the royal tiC$ which would have been dut: had the gas not 
beenpr~d. 

(D) OTiiER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufac=d from gas (excepting liquid hydrocarbons) 
wbether said gas be "casinghead, • "dry, • or any other gas, by fractionating, burning or any other processing shall be 3/1 6 tb s part of the 
gros, JIIQduction of such products., or the market value thereof, at the option of the owna- of the soil or the Commissioner of the General Land Office, such market 
v~'lQ~ 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 
basi~ PC Ute average gross sale price of each product for the same month in which such products are produced; whichever is the greater. 

• • • •• • 
• 5 . MINIMUM ROYAL IT. During any year after the expiration of the primary term of this lease, if this lease is maintained by production. the royalties 

paid .IJ!lder this lease in no event shall be Jess than an amount equal to the total annual delay rental hc:rcin provided; otherwise, therc shall be due and payable on or 
before lhe~ast day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the 
pre~diniiear. lCParagraph 3 of this lease docs not specify a delay rental amount, then for the JXITPOSCS of this paragraph, the delay rental amount shall be one 
doU..(U .. ~) per acre. 

• • 
• 6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Corrunis.sionc:r 

of IJ!' ~Ira! Land Office may, at the option of either, upon not I~ than sixty (60) days notice to the holder of the lease, require that the payment of any royalties 
ac:crdi(lg let such royalty owner under this lease be made in lcind. The owner of the soil's or the Commissiona of the General Land Office's right to take its royalty in 
lcini~Q\ILCot diminish or negate the owner of the soil's or the Corrunissioner of the Ge.1:ra! Land Office's rights or lesse::'s obligatiocs, whether exp~s or implied. 
undef this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be ~thout deduction for the cost of 
producing. gathering, storing, separating, !Jl:ating, dehydrating, compressing, processing, transporting, and otherwise: making the oil, gas and other products 
hereunder ready for sale or usc. Lessee agrees to compute and pay 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 proportionate share of any fuel used to 
process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subj ect to the written consent of the owner of the soil 
and the Commissioner of the General Land O ffice, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing 
fonnat ion 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. ROYAL IT PAYMENTS AND REPORTS. All royalties not talcen in kind shal l be paid to the Commissioner of the General Land Office at Austin, 
Tex as, in the following manner: 

P ayment of royalty on production o f oil and gas shall be as prov ided in the rules set forth in the Texas Register. Rul t:s currently providt: that royalty on oil is due 
and m!ISt be received in the General Land Office on or before the 5 th day of the second month succeeding the month o f production, and royalty 011 gas is due w d 
must be received in the General Land Office on or before the 15 th 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 manne r prescribed by the General Land Office and showing the gross amount and disposition of 
all oil and gas produced and the: market value: of the: oil and gas, together with a copy of all documents , records or reports confirming the gross production, disposition 



... . , 

and market value Including gas meter readings, pipeline receipts., gas .Jine receipts and othu ehcclcs or memoranda of amount produced and put into pipelines, tanlcs, 
or pools and gas lines or gas st.oraee, and any other reports or m:ords whlc:h the General Land Office may require to verify the gross production, disposition and 

•" marlcet value. In all c:ascs the authority of a manager or agent to act for the Lessee berein must be filed in the General Land Office. Each royalty payment shalt be 
accompanied by a checlc stub, sclledule. swnmary or other remittance advice sllowiog by the assipxd Gcnc:ral lAnd Office lease number the amount of royalty being 
paid on each leaK. ltlcsJee pays his royalty oa oc- before thirty (30) days afta the royalty ~was due, thc:n Lessee owes a penalty ofS% on the royalty or 
$25.00, whichevu i.s ~r- A royalty payment which i.s over thirty (3Q) days late shall ac:crue! peo.alty of lG--' of the royalty due or S2S.OO whichever is p-eater. 
L1 addition to a penalty, royalties shall acaue interest a1 a rate of 12% per ye.ar; such interest will bqin accruing when tbe royalty i.s sixty (60) days overdue. 
Affidavils and supporting documents which are not tiled when due shall incur a penalty in m amotmt set by the General Land Office administrative rule which is 
effective on the dale when the affi<bvits or supporting doalments were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as 
prexribed by the due date provided herein. Paymcm of the delinquency penalty shall in no way operate to prorubit the Slate's ri&ht of forfeiture as provld«< by law 
nor act to postpone the date on which royalties were originally due. The above penalty provisioos shall oot apply in c:asc:s of tide dispute as to the Stale's portioa of 
the royalty or to thai portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND O'mER RECORDS. Lessee shaiJ annaally fUrnish the Comm.issloner of the General Und Office with 
its best possible eslimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts Wider 
whi~ gas is sold or processed and all subsequent~ and amendments to such cootracts WithiD thirty (30) days after entcrioglnto or making such cocuracts, 
qreements or amcDdments.. Suc:b c:ontraas and agreements when received by the GcncraJ Land Office shall be beld in confidence by the General Laad Office unless 
otherwise authorized by Lessee. AJI other contracts and records pertaining to the production, transporta.tion, sale and IIWiceting of the oil and gas produced oa said 
premises, including the boolcs and acco1111ts, receipts and di.sc:lwges of all wells, tanks, pools, meters, md pipelines shall • aD times be subject to inspection and 
examination by the Conunissioner or the General Land Office. the Attorney General, the Govemor, or the representative of any of them. 

(B) PERMITS, DR.ILUNG RECORDS. Written ootlce of all operalloos oo this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee oc- opera1or five (S) days before spud date, woricovcr, re-enb')', temporary abandonment or plug and abandonment of any well or wells. . Such 
written notice to the General Land Office shall include copies oflU.ilrosd Commission fonns for application to drill. Copies of well tests, completion reports and 
plugging reporu shall be supplied to the General Land Office a1 the time they are filed with the Texas Railroad Commission. All appliealions., permits, reportS or 
other filings that reference this lease or any specific well on the leased premises and that are submitted 10 ~Texas Railroad Commission or any other governmental 
agency shall include the word "State" in the tide. Additionally, in aca>rdance with Railroad Commission rules, any signage on the leased premises for the purpose of 
identifying wells, tanlc batteries or other associa~td improvements to the land must also include the word "State. • Lc:ssce shall supply the Gcueral Land Office with 
any records, memoranda:, accounts., reports., cuttings and cores, or other infonnatioa relative 10 the opcntion of the above-4c:scribed premises. which may be 
requested by the General Land Office. In addition to those herein expressly provided for. Lc:sscc siWI have an electrical and/or radioactivity survey made oil 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 p1C111isc:s and shall transmit a true ccpy of 
the log of each survey on each well to the General Land Office within fa.fteen (lS) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty wbenevu reports., documents or other materials are not filed in the General Land Office when 
due. The p<:nalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in the General 
Land Office. 

· 1 I. DRY HOLE/CESSATION OF PRODUCTION DURING P.RlMARYTERM. U: during the primary lrnll 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 terTD hereof and after the discovery and actual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall DOt terminate if on or before the expirallon of sixty (60) days from 
date oi ccnpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking opentions thereon, or pays or tenders the next 
innuli.c!c:llar rental in the same manner as provided io this lease. II, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be 
complst&" ,jl.lld abandoned, or the production of oil or gas should cease for any cause:, Lessee's rights shall remain in full force and effect wiihout further oper.Uions 
Wltil~txf:Oration of the primary tenn; and if Lessee has not resumed production in paying quantities ill the expiration of the primary tenn, Lessee may maintain this 
lease by.eonductin& additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary t.enn as the date of cessation of 
produwn UJider 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 
prim"lltrfl hereof; Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rentaJ paying date following the 
expiration o(sixty (60) days from the dale of completion of such shut-In oil or g-as well and upon the failure 10 malce such payment, this lease shall ipso facto 
tennirl~,. tiatthe expiration of the primary term or any time thereafter a shut-in oil or gas well is IOC<Jted on the leased premises, payments may be made in 
accord~ce with the shut-in provisions hereof: 

•• • • .&1 DIULUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM I( a1 the expiration of the primary tetm, neithu oil nor gas is being 
productd on •said land, but Lessee is then engaged in drilling or n:worlcing operations thereon, this lease shall remain in force so long as operations on said well or for 
drilli~ Qr.rd.-orking of any additional well are prosecuted in good faith and in- workmanlike mann.:r without interruptions touling more than sixty (60) days during 
any on! suclt operation, and if they result in the production of oil and/or gas, so long thercalkr 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 i.s made as provided in this lease. 

13. CESSATION, DRJLLING, AND REWORKING. U: after the expiration of the primary tmn, production of oil or gas from the leased premises, after 
once obtained, should cease from any cause, this lease shall not termil}atc: ifLcs,5ee 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 reworldng operations result in the completion of a well as a dry hole, the lease will not 
tennimue if the l essee 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 or reworicing operations in good faith and in a woricmanJike manner without inlemlptions totaling more 
than sixty (60) days. Lessee shall give written notice 10 the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. for p~~~poses 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. It; at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in 
fllr~ and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable 
production facil ities or lac:k of a suitable market. then Lessee may pay as a shut-in oil or gas royalty an amount equaJ to double the annual rental provided in the 
lease, but not less than S 1,200 a year for e3ch well capable of producing oil or gas in paying quantities. lf Para.gr.tph 3 of this lease docs not speci fy a delay rcnUII 
amount, then fo r the purposes of this paragraph. the delay rental amount shall be one doll ar (SI.OO) per acre. To be effective, each initial shut-in oil or gas royalty 
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must be paid on or before: (I) the expiration of the primary tmn. (2) 60 days after !be Lc:ssce ceases to produc:e oil or gas from the leased premises, or (3) 60 days 
after Lessee c:ompletcs a drilling or I'CWOfking opaation in accordance with the lease provisions; whichever date is IlleSt. Such p.ymcnt shall be made ooe-half(l/2) 
to the Comnussioner of the General Land Office and one-balf(l/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be 
• producing lease and the payment shall extend the tmn of the lease for a period of one year from the end of the primary term. or from the first day of the month 
!ol!owi~; !..'l~ c:::::.'o ;;; whi.:!l produc:tioo ceased, aad, after that;" at no suilablc production fxilities or suiuble marlcct for the oil or gas exists, Lessee may c.xtend the 
lease for four more successive periods of one (I) yur by paying the sanJC amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYALTIES. I( during the period the lease is lc.cpt in effect by payment of the shut-in oil or gas royalty, oil or gas is sold a~~d 
delivered in paying quantities from a weD located wilhin oae tbousalld (1,000) feet of the leased premises aod completed in the same producing reservoir, or in my ~ 
case in which dninagc is occwring. the ri&ht to eootinuc to maintain the lease by p.aying the shut-in oil or gas royalty shall cease, but tbc: lease shall remain effective 
for the remainder of tbc year for which the royalty has bcal paid. The Lessee may maintain the lease for four more su~ive Y= by I..essce paying COI!lpC1lSalory 
royalty at the royalty rate provided in the lease of the martcct value of production from the well =ing the clrainage or whi.ch is complctrd in the same produ,.mg 
r'C$Ctvoir and within one thousand (1,000) feet of the leased premises. The compcnsa!OQ' royalty is 10 be paid monthly, one-half(J/2) to the Commissioner of the 
General land Office and one-half(l/2) to the owaer of the soU. bqiniUng oo or before the last day of the month following tbc: month in wb.ic:b the oil or gas is 
produced from the weU Cliii.Sing the drainace or that Is completed iD the same produciJJg resc:rvoir and loc:aled within ODC thousand (1,000) feet of the leased premises..' 
If the compensauxy royalty paid in lilY 12-mooth period is iD an amouot less thaD tbc: mnual shut-in oil or gas royalty, I..esscc shall pay an amouat equal to the 
di1fcrence within thirty (30) days from the end of the 12-mooth period. Compensatory royalty payments wb.ich .-c DOt t.imdy paid will acauc penalty and interest in 
accordance with Par.agnph 9 of this lease. Nooe of these provisions wiD relieve Lc:ss= of the obliptioa of reasonable development nor the obligation to drill offset 
wells as provided in Texas Natural Resources Code S2.173; howevcr,ll the dctenninal.ioo of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties can satisfy the oblig.ll.ioo 10 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 
beco completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent opentOr in d;illing ~uch additional well or wells as may be 
reasonably necessary for the proper development of the leased premises and in marlccting the production thereon. 

(A) VERTICAL. ID the event this lease is iD force and effect two (2) years after the CXFiration date of the primary or extended term it shall then terminate 
as to all of the leased premises, EXCEPT (I) 40 aau surrounding each oil well capable of producing in paying quantities and 320 acres swrounding 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 rcworlcing operations, or (2) the number of acres included in i. producing pooled unit pursuant to Texas Natural Resources Code S2.1SJ-
S2.1 SJ, or (3) such grearu or Jesser number of aaes 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 arry successor agency, or other governmental authority having jurisdiction. If at any time aftu the effective · 
date of the partial tennination provisions bm:o( the applicable field rules are changed or the well or wells located thereon are reclassified so that Jess acreage is 
thereafter allocated to said well or wells for production purposes, this lease shall thereupon tenninate as 10 all acreage not thereafter allocated to said well or ~lis for 
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hc:n:by, Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this lease for all pwposes described in Paragraph 1 hcreo( together with casements and rigb~f-way for existing 
roads, existing pipelines and other existing facilities on. ovu and acf0$S all the la11ds described in Paragraph I bercof("thc retained lands"), for access to and from the 
reu.incd lands and for the gathering or tr.uuportation of oil. gas and other minerals produced from the rel3ined lands. 

fB) IIO~OtfTAL: fn dte c•uat dais Jeme is in fusoc .,dcffuc ..,,., ~)) • ..., .A.r dt• apiA&iaa .a... af\he ,.......,. •• _....., • ., ..... ii1MII fwoil., 
car:-~ r le aU ~eplhs below 188 f<:et below daetcbd ckplta darllcd (l!ctcinafkJ 'ok:epet deplta:l~ in caeh a11CIIlocaf1Cd oa aucagc tetai:ued in P11apaph 16 (lo\) 
abO a:; arm on oa befvae two('!) JCZS aftu tbe ptiutaJ ot cxtt:n.ful..,. ~ ..... Pa!J• • -Quat squal to oae bai£(1Q) oCtbc boa··r oAaina''y paid" 
coa& .. .-ion rua this lease (as specified 06 page I haco6. lfwM IM&'IIAC if paid, this Jcav shall be: jo fga;c and s ffq;t as to ruclJ a,, per depths. and said 
tea•,¥•toJ sludl be dciA)td fut za additiuua:l puiod of two~ )Cit! •tl Mleec t:AeNa"-11 ei;l '" gM il ,, .. " .. ''~ ia ,., iAI ~WIIIIIili• h• , ..... _,,,, ... .,w 
ee o erwt h) t:h~ lease. 

• • • • • • • %C) IDENTIFICATION AND FJI.n.lG. The surface acreage retained hereund~ as to eacb well shall, as nearly as practical, be in the fonn of a square with 
the wellloyued in the center thereo( or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial 
tert11ptl~ofthis lease as provided herein, Lessee shall execute a~~d record a release or releases containing a satisfactory legal description of the acreage and/or 
depths.not retained hereundu. The recorded release. or a certified copy of same, shall be filed in the General Land Office, a.ccompanied by the filing fee prescribed 
by the Gen;raJ Land Office rules in effect on the c!ate the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
da~:a.r~ing ~quested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the ~e andlor 
deptlis to be released hereunder and record s~:ch instrument at Lessee's .:xpensc in the ccanty or counties whe:e the I= is located and in the official records of the 
Ge~ ~ Office and such designation shall be binding upon Lcs.sce for all purposes. 

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

the oil and 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 a~~d 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 lcasd premises, or in any case where the leased premises is being 
drained by production of oil or gas, the Lessee, sublessee, receivu 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 100 days after the drain.ing well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the starutory offset obligation may subject th.is lease and the owner of the 
soil 's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable st.an.Jtory parameters satisfy the obligation to drill an offset well or wells required under this pangnph. 

' 
18. FO RCE MAJEURE. If, aftc:r a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from 

... ~ 

conducting drilling oper.uions 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 valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be swpcnded and Lessee 
shall not be l iable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cawc, 
from conducting drilling and reworking operations or from producing oil or gas from the leilSed premises. However, nothing in this parayaph shall suspend the 
payment of delay rentals in order to maintain this lease in e ffect during the primary term in the absence of such drilling or reworking oper.uions or production or oil 
or g as. True and Correct 

copy of 
Original filed in 
Reeves County 

Clerks Office 



... 

19. WARRANI'Y CLAUSE. The: owner of the: soil warrants and ~c:s ~defend title: to the: leased prem.isc:s. lf the owner of the: soil defaults in 
• payments owed on the leased premises. then Lessee may redeem the rights of the owner of the soil in the: leased premises by paying any morfiJ&e. taxes or other lic:ns 

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) rROPORTIGNA .1 r. REDuCTiON CLAUSE. If the owner of the soil owns less than the entire undivided surfxe estate iD the above 
ifcsaibed land, whether or not Lcsscc's interest is sp«ificd hen:in. then the royalties and rental berein provided to be paid to the owner of the soU shall be paid 10 him 
in the proportion which his interest bealS to the entire undivided surface eswc and the royalties and rental hctein provided to be paid to the Commissioner of the 
General Land Officz of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the ComnUssioncr of 
the General Land Office. Lessee or his autho~d represcntalive must submit to the: Commissioner of the Genen.l Ulld Office a wrilll:n natcmcnt which explains the 
discrepancy betwcc:n the interest plllpOftcdly leased under this lease aod the acrua1 ince:rest owned by the owner oftbe soil. The Commissioner of die General Land 
Office shall be paid the value of the whole production allocable to any undivided iiii:Uest not covered by a lease. less the proportionate development and production 
:;ost allocable: to such undivided interest. However, in no event shall the Commissioner of the General Land Officz m:eive 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. I~ during the prinwy tenn. a portion of the land covered by this lease is Included within the boundaries 
ofa pooled unit thallw been approved by the School Land Board and tbc owner of the soil in a.cx:ordancz with Nanual Resources Code Sections S2.1Sl-52.1S4, or 
iJ: 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 dc:saibed herein. 
payments that are made on a per acre: basis bc:reunder shall be reduczd IIXOrding to the: nwnbcr of acres pooled, relc:ased, SUlTCDdered, or otherwise SC"Vc:red, so that 
payments dc:tcrminc:d on a per ~ basis under the terms of this lease during the: primary tenD shall be calculated based upoa the number of ac:n::s outside the. 
boundaries ofa pooled unit, or, if after the cxpiratioa of the primary term, the: nwnbcr of acres actually retained and covered by this lease. 

21 . USE OF WATER. Lc:ssc:c shall have the: right to use water produczd on said land necessary for operations under this lease except water from wells or 
ta.nlcs of the owner oftJte soil; provided, however, Lcssc:c: shall not use potable: WIICl or water suitable for livestoc:k or Irrigation purposes for watertlood operations 
without the: prior consent of the: owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee: shall pay the: owner of the soil for damages causc:d by its opcntions to all personal property, improvements. 
livestoclc and crops on said l211d. 

23. PIPELINE DEPlli. When requested by the owner of the soil, LcssCe shall bury its pipelines below plow depth. 

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

. iS. POLLUTION. In developing this area, Lessee: shall use the highest degree of c:arc and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, natural waterways, river3 and impounded waler shall be prevented by the usc: of containment facilities sufficient to prevent 
spillage, seepage: or ground wat~r contamination. In the event of pollution. Lessee shall use all m~ at its dLcposal to recapture all escaped hydrocarbons or other 
pollutant and shall be ~asible for all damage: to public and private properties. Lessee shall bu.ild and maintain fences around its slush. sump, and dr.Linage pits 
a::~d tanJc batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells. Lessee shall fill and levc:J all 
slush pits and cellars and completely clean up the: drilling site of all rubbish thereon. J..c.ssec: shall, while conducting operations oa the leased premises, keep said 
prcr;&~~ of all rubbish. cans, bottles, paper cups or garbage. and upon completion of opcra.tioas shall restore the: surface of the land to as near its original 
ccmdi!ioft lnd contour3 as is practicable:. Tanks and equipment will be lcc:pt painted and presentable. 

•••• • • • 
• • 2'6. REMOVAL OF EQUIPMENT. Subject to limitalioas in this paragraph. Lcsscc shall have the: right to remove machinery and fixtures placed by 

Lessee en 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 
leas~ MIF:Jte owner of the soil grants Lessc:e an extension of this 120-day period. However, Lessee may not remove easing from any well capable: of producing oil 
and &• in,.ying quantities. Additionally, Lc:ssec: may not draw and remove casjng until after thirty (30) days written notice to the Commissioner of the General 
1..1.n1 Ofi!c:;:md to ~c: owner of the: soil. The owner of the soil shall become the owner of any machinery, fixtures, or easing which arc not timc:ly removed by Lc:ssec: 
under~c: t.eJms ofllus paragraph . 

• 
21. (A) ,ASSIGNMENTS. Under the: conditions contained in this pangraph and Paragraph 29 of this lease, the rights and estaLes of either party to this 

lc:ascr~&eassigncd, in whole: or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal represc:nwives. successors 
and assigns . .However, a change or <!ivision in ownc:r3hip of the land, rentals, or ro>•alties will not enlarge the obligations ofl.c:ssee, diminish the rights. privile3c:s 
and ~'fLessec:, impair the: effectiveness of any payment made by Lessee: or Impair the: effc:ctivenc:ss of any act pcrfonned by Lessee:. And no change: or 
division in ownership of the: land, rentals, or royalties shall bind Lessee for any purpose unli.l thirty (30) days atkr 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 
cenilicd copy of such original) when the: ownerlhip changed beeausc of a conveyance. A total or partial assignment of this lease shai1, to the extent of the int.erelt 
assigned, relieve and discharge Lcsscc of all subsequent obligations under this lease. Hthis lease is assigned in its entirety as to only part of the acre:~&C. the: right and 
option to pay rentals shall be apportioned as between the several owners ratably, iccording to the area of each. and failure by one or more of them to pay his share of 
the rental shall not affea 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 file: a 
cenilied copy of such assignment in the General Land Office before the next rental paying date, the: entire lease shall terminate for failW'C 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 Paragr.~ph 27(a), if the: owner of the soil acquires this lease: in whole: or in part by 
assignment without the prior wrinen approval of the Commissioner of the General L3nd Office. this lease is void as of the time ofassigrunent 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 subsidia:y; 
(3) a partner3hip in which the owner of the soil is a partner or is 31\ employee: of such a partnership; 
(4) a principal stockholder or employee o f the corporation which is the owner of the soil; 
(S) a partner or employee in a partnership which is the: owner of the: soil; True and Correct 

copy of 
Original filed in 
Raeves County 

C'9rks Office 



·, 

(6) a fiduciary foe the owner oflhc soil; including but DOC limited to a pan:lim. trustee, cxec:utor, administn.tor, r=:iver, or conservator for the 
owner of the soil; or 
(7) a &roily mcm.bcr of the owner of the soil or related to the owner oftbc soil by muriagc. blood, or adoption. 

28. RELEASES. Under the conditions contained in this pangnph md Paragraph 29, Lcsscc m.y at any time execute md deliver to the owner or the soil 
anci piac:c oi recora a release or releases covering any portion or pc)rtions of the leased premises, and thereby surrender this lease as to suclfportion or ponions, and be 
relieved of all subsequent obligations as to acreage surrendered.. If any part of this lease is properly surrcndcrcd, the delay rental due under this lease shall be reduced 
by !Jie proportion that the surrendered acreage bears to the acreage which was covered by this lease immcdiatcly prior to such surrender; however, such release will 
not relieve Lessee of any liabilities whic:h may have accrued under this lease prior to the surreuder of suc:h ac:rcage. 

29. FILING OF ASSIGNMrNTS AND R.EL.EASES. If all or any part of this lease is assigned IX released, such assicnmcnt or release must be rcc:ordcd in 
the county where the land is situated. and the recorded insuument. IX a copy of the recorded instrument c:ertified by the County Cleric of the county in which the 
instrument is rcc:ordcd. must be filed in the General Land Office within 90 days of the l&Sl c:xCQJtion date accompanied by !Jie prcsc:ribed filing fee. If any sucb 
assignment is not so filed, the rights acquired under this lease shall be subjcc:t to fotfi:illlre a the option of the Commissioner of the General Land Offic:c. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease o( the abovc-dcsai'bed land have been included in this instrwncn,t, including the 
SWemcJit of the true consideration to be paid for the excc:ution of this lease and the rights and duties of the parties. Ally collateral agreements concerning the 
development of oil and gas from the leased premises whic:h arc DOt conlaioed io this lease render this lease invalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduc:i.y duty and must fully disclose my facts affecting the State's interest in the leased 
premises. When the interests of the owner of the soil conflict with those oftbc State. the owner of the soil is oblig3ted 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 wililiil thirty clays after it ~comes du:, or if Lessee o:- an authcrized 
agent should knowingly make any Ca1sc rerum or false report conc:crning production Of drilling. IX if Lessee shall fail or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner 
required by law or fail to comply with rules and regulations promulgated by the Gcnenl Land Office, the School Land Board, or the Railroad Commission, or if 
Lessee should refuse the proper authority ac:c:css to the records pertaining to operations, IX if Lessee or an authorized agent should knowingly fail or refuse to give 
c:onec:t information to the proper authority, or knowingly fail or refuse to furnish the General Land Offic:c a c:orrcc:t log of any well. or if Lessee shall knowingly 
violate any of!Jie material provisions of this lease. or if this lease is assigned and the assignment is DOt filed in the General Land Offic:c as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall rorfcit same wbcn sufficiently informed of the facts whic:h authorize a 
forfe iture.. and when forfeited the area shall again be subjcc:t to lease under the tcnns or the Relinquishment Ac:t. However, nothing herein shall be construed as 
waiving !Jie automatic: termination of this lease by operation oflaw or by reason ofany special limitation arising hereunder. Forfeitures may be set aside and this 
le3.SC and all rights ~hereunder reinstaLcd before the rights of another intervene upon satisfactory cvidenc:c to the Commissioner of the General Land Office of future 
complianc:c with the provisions of the Jaw and of this l~e and the rules and regulations that may be adopted relative hereto. ' 

33. UEN. In acc:ordanc:c with Texas Natural Resources Cede S2.136. 111e State shall have a first lien upon all oil and gas produc:cd from the arc:a covered 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By ac:c:cptance of this le~ Lessee grants the 
State, in addition to !Jie lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contn.ctuallien on and security 
interest in all leased minerals in and cxtr.~Ctcd from the leased premises, all proc:ccds whic:h may ac:aue to Lessee from the sale of suc:h leased minerals, whether such 
proe/e4t:,. held by Lessee or by a third party, and all rJXtUrcS on and improvements to the leased premises used in alnnection with the production or processing of 
such reate~ minerals in IXder to secure the payment of all royalties or other amo1mts due or to bccoi!IC due under this lease and to secure payment of any damages or 
l~r 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 
foreclb!ed olith or wi!Jiout coun proc:cedings in the manner provided in the Title 1. Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Cornm~ioner may require Lessee to execute and rcc:ord suc:h instruments as may be reasonably oecc:ssary to aclcnowledge, attach or perfect !Jiis lien. Lessee hereby 
rep!J*tl~ ~at there arc no prior or superior liens arising from and relating to l..essce's activities upoa the above-described property or from Lessee's ~uisition of 
this lc.'IISC. -!hould the Commissioner at any time determine that this representation is not true. then the Commissioner may declare !Jiis lease forfeited as provided 

herej11-•• •: 
• • 

• 34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of!Jie soil under this lease wi!JI any other leasehold 
or mineral iltlercst.for the exploration, development and production of oil or gas or either of!Jiem upon the same terms as shall be approved by the School Land 
Bo~&~~·~ Commissioner of the General Land Offic:c for the pooling or unitizing or the interest of the State under this lease pursuant to Texas Natural Resources 
Code: S2.1Sl-Sl.!S3. The own<::r of the soil agrees that the inc:lusion of this provision in this leas: satisfies :he execution requirements stated in Texas Natur.ll 
Restf~e\ tlxfe 52.1 52. 

3S. INDEMNITY. Lessee hereby releases and discharges the State ofTcxas aEd the owner of the soil, their offic:crs. employees, partners, agents, 
c:ontrac:tors, subc:ontnctors, guests, invitees, and their respective successors and assigns. or and from all and any actions and causes of action of every nature, or o!Jier 
haml, including environmental harm, for whic:h recovery of damages is sought, including. but not limited to, all losses and expenses which arc cawed by !Jie 
activities of Lessee, its officers. employees, and agents arising out of, incidental to, or resulting froai, the operations of or ror Lessee on !Jie 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 o!Jier negligeot or sttictly liable 
ac:t or omission of Lessee. Funhcr, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless !Jie State of Texas and the owner of the soil, 
their officers, employees and agents, their succ:cssors or assigns, against any and all claims, liabilities, losses, damages, ac:tions, pcnonal injW)' (including dca.th), 
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract. or sttict liability, including attorneys' fees and 
other legal expenses, inc:luding those related to environmental hazards, on !Jie leased premises or in any w;ry related to Lessee's failure to comply with any and all 
environmental laws; those arising from or in any way related to Lessee's opcr.Uions or any o!Jier of Lessee's activities on the leased premises; those ari.sing from 
Lessee's use of !Jie surfac:e of the leased premises; and !Jiose !Jiat may arise out of or be occasioned by U='s breach or any of!Jie tenns or provisions of this 
Agreement or any o!Jicr act or omisSion o( Lessee, its directors, officers, employees, partners. agents, contractors, sub~ntractors, guests, invitees, and their respective 
successors and il.SSigns. Each assignee of this Agreement, or an interest therein. agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of 
TcJCas 3/ld !Jie owner of the soil, their officers, employees. and agents in the same manner provided above in coMection wiiJIIJie ac:tivities or Lessee, its officers, 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 11IE Il'ol>EMNITY OBLIGATIONS 
Ai'W\OR LL\BILITIES ASSUMED UNDER THE TERl\15 OF THIS AGREEMENT SHALL BE WITHOUT LIMITS Al'm WITHOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDffiONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE Of THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, 
CONCURRENT, ACTIVE, OR PASSIVE. 

.-



I' ,. 

36. ENVIRONMENr AL HAZARDS. Lessee shall use lbe highest decree of ean: and all reasowle safe pards to prevent conwnilwion or pollution of · 
any environmental mediwn, includina soil. surface W21eiS, uoundwaler, sediments, and surface or subsumce straU. ambient air or any olber environmental medium · 
in. on, or under, the leased premises, by any waste, polluW!t, or contaminant. Lessee shall not brine or permit to remain on the leased premises any asbestos 
conwnina materials. explosives, toxic materials, or substances refUlatcd as h.az.ardous wastes. hazardous materials, haz:ardous substances (as the term ·lhurdous 
Substance .. is defined .in the Com_9rchensive EnvimiiJDCtltal Rcspo~ Compensation and Uability Act (CER.a.A). 42 U.S.C. Sections 960 l, et seq.). or toxil: 

·substances under any federal, stale, or loc;all~ or regulation ('"Hazardous Malerialsj, except ordirwy products conunooly used in connection with oil and aas 
c:cploratlon and development operations and stored in tbe usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBmON 
SHALL CONS1Tl1.TTE A MATERIAL BREAOI AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND 
DEFEND THE STATE OF TEXAS A;~D THE OWNER OF THE son. FROM AND AGAINST ANY Cl.AL"IS. DA."'AGES, JUDGMENTS, PENALTIES, 
LlABILrrn:s, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARJSING Our OF (I) A 
VIOLATION OF TilE FOREGOING PROHIBmON OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATDUAI..s ON. 
UNDER, OR ABOt.rr TilE LEASED PRL~ES DURING LESSEE'S OCCUP .ANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
.CLEAN 1,1P, REMOVE, RE.'\fEDY AA"D REP AIR A."iY SOU. OR GROUNDWATER CONTA."IINA TIONA.~ DAMAGE CAUSED BY THE 
PRESE.~CE OR RELEASE OF ANY BAZARDOUS MA TEJUALS IN, ON, UNDER. OR ABOUT THE LEASED PRE.'\llSES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PRL"\fl.SES IN CONFORMANCE WITH lliE REQtJIRE.~ OF APPUCABLE LAW. nus 
INDEMNIFICA noN A.~ ASSUMPTION SHALL APPLY, BUT IS NOT l.IMITED TO, UABILITY FOR RESPONSE AcnONS lJl'IDERT AKE:'4 
PURSUANT TO CERCLA OR ANY <>mER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL ~lED lATELY GIVE THE STATE OF 
TEXAS AND mE OWNER OF THE SOIL WRn;n:N NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON 
LEAR.~ING OF THE PRESENCE OF ANY HAZARDOUS MA TElUALS, OR UPON RECEIVING A NOTICE FROM A."iY GOVERNMDI'TAL 
AGENCY PERTAL""aNG TO HAZARDOUS MATER.IALS WJDCH MAY AFFECT THE LEASED PRE:\-IISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE DC.PIRA TION OR EARLIER TER.'\fiNA TION. FOR ANY REASON, OF THIS AGREEMENT. 

37. APPUCABLE LAW. This lease is issued under lhc provisions of Texas Narun.l Resources Code 52.171 through 52.190, commooly known as the 
Relinquishment Act, and other applicable swutes and amendments thereto, and if any provision in this lease docs noc conform to these swutes, the swures will 
prevail over mynonconforminalcase provisions. -

38. EXECUilON. This oil and gas lease must be signed and acknowledged by the Less« before it is filed of record in the county records ana in the 
General Land Office of the State ofTcx.as. Ooc:c the filin& rcquircmeniS found in Paragraph 39 of this lease ~c: bec:o satisfied, lbe effective dale of this lease shall 
be the date found on Page 1. · ' 

••• . . . 
••• 

~SEE Cw ,JOHNSON 

•••• • • • •• • TnLE.~·----------------------------
• 

•• • • • • • •• 

STATE OF TEXAS 

BY:-:-:--::---:-----::----:-~-~~---­
Individually and as agent for the St.atc: ofTc:;us 

Date: ________________ __ 

~Ae .. ~~ BY.-:~~F....:..;--::;.._:/L£--::-.::::-<).-7--~-----:::-:-;--:---; 
G r i f f i n lndividuilly and as ~ent for the State ofT exas J 0 h n w • Bush I 

property deali~g 1n ~r sole and separate 
o~: . ¥~£1 - propert y 
ss 
STATE OF TEXAS 

BY;-:----:---,-------~~----
IndividuaJJy and as agent for the State of Texas 

D~e:. ________________ _ 

True and Correct 
copy of . 

Original filed m 
Reeves County 

Clerks Office 



; 

STATE OF ____________________ __ 
(CORPORATION ACKNOWLEDGMENl) 

COUNTY OF _________________ _ 

8EFC:U: ME. the Ul•ciersigned authority, on this day personally appeared. ______________________ _ 

known to me: to be: the person whose: name: is subscribed to the fo~goillg insuumc:nt. as, __________________ __,:of 

-;---:;:--:---------=---:-::---:---:--~----:-~'"'7'"--~--~--:---:----:-:--:--:-.;-llld aclCDowlc:dged to me that be: c:xec:utcd the: same 
for lhe purposes and eonsidenlion lhc:rcin c:xptc:SKd. in the: capacity stated. md as the act and deed of said corporation.. 

Given under my hand md seal of office this thc:~ ___ .cby of __________ ....J 19 __ • 

Noury Public in and for=--,.....""""'--:------
-:J;"I'id iv lilw.t.A 
(€()R:PeR:.fcTION ACKNOWL£DGMENT) STATE OF __ .:.-l....cW.aOo:;....:,;~=----.---­

COUNTY OF __ f\'\___. .... \=~..;..;::;;.-.;...._ __ 
BEFORE ME, the undersigned authority, on this day pc:rsonally appearc:d, ____ ___;~;:;;....;;..___H--~-ft...._._ hnsem_-=:::..;; ________ _ 

known to me: to be: the: pc:rson whose~ is subscribed to the: foregoing instrument, w:t:===================~ 

• :. :: eeforc: me:, the undersigned authority, on this day personally appe.1red Becky B . G r i f f i n I de a 1 i n g i n 
her sole and se parate property 

• 
• •••••• • • 

(INDMDUAL ACK.'lOWLEDGMENT) 

Beforeme, theundcrsigncdauthority,onthisdaypersonallyappe3red John W . Bush , dealing in h i s sole 
se par a te prope rty · 

known to me to be the persons whose names ace subscribed to the foregoing instrument, and acknowledged to me !hat they executed the same for the purposes and 
consideration therein expressed. 

Given under my hand and seal of off}ce this the g 't:k 

3HELENA A. GUIDE 
NOTARY PUBLIC 
STATE OF TEXAS 

rvly Comm. Exp. 04-20-02 

Notary Public in and for ~lb./) 

,l9_q..J....I.L~--

True and 6eFF66t 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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• •• 
• •• • • • • .. . 
• 

•• • .. . . .. . . 
• •••••• • • 

• 
• •• •••• • • 
• ...... 1 

EXHIBIT ''A'' 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
AUGUST 25, 1998, BY AND BETWEEN BECKY B. GRIFFIN AND JOHN W. BUSH, AS LESSOR, 
AND CLAY JOHNSON, AS LESSEE, AND COVERING THE W/2 OF SECTION 46, BLOCK 56, 
PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary indicated in Paragraph Three (3) herein this Lease for 
a ll purposes shall be considered a fully Paid-Up Oi l & Gas Lease. Said Delay Rentals have been paid in 
fu ll with the Bonus Consideration tendered herein. Delay Rental payment was based on a $1.00 per net 
minera l 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 Penod on the nel mineral acres indicated in this Lease . 

Tl fE STJ\ 1E OF lTX;\S 
COU.\TY OFRFE\TS l, Diann: D. nort7. Ck;1· <-(tt·~C,...-myC"Tt, •1 

~,- 6-'i~t· -'~"';7' ~~~-"' d.S. 

(\ ~ • "l ,.. LmyoffiQ!{ • tc+ '--.. .r {\if:' U · 
~ ~ 1)3t . ( r ·~ ~"l· .(? ~ ~s 

C•4.. , ' t.... ) j. .~ 
N ., ,-:\~==' <io 

OL - . · --~ True and 6orreot 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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Transaction# 2894 

Lossor: Griffin, Becky B., and John W . Bush 

LBSS88: Clay Johnson 

HAL REVIEW SHEET 

GldJijat: 

l.8as8 Date: 

Acr8s: 

L. Collier 

8/25/98 II: D 

160 

LEASE DESCRIPTION 

C0111ty Bas8 FIB No Part S8c. BID Twp Strvay Abst# 
2597 REEVES 

TERMS OFfERED 

Prinary Term: 

Bows/ Acre: 

Rlllta/ Acre: 

Roymty: 

COMPARISONS 

Mf# 

js years 

c 
L 
~/16 

LBSS88 

L 

L_ __ ___, L 

100679 

$so.oo 1 

$1 .0Q_j 

~ 

Cllflll1llllts: @ross acres 320. Paid up rental. 

~VIlli:~ } 0·2.? :?9 

Wednesday, October 21, 1998 

W/2 1 flc 46 56 00 PUBLIC SCHOOL LAND 

TERMS RECOMMENIID 

Prina'y T 11'111 

Blnls/ Aero 

Rllllta/ Acre 

Roymry 

Data 

[5"}€ars 

I 
L 
j3/16 

~ 

$50.00 

$1 .00 J 

llstB:e 
LastLBasa 



HAL REVIEW SHEET 

Transactllll # 2898 ~t: L. Collier 

Lessor: St. Clair, Sharon B. and Gwendolyn B. Geltemeyer LBasaDats: 8/25/98 ll 0 

LOSS88: Clay Johnson 

LfASE DESCRIPTION 

COliJty 

REEVES 

TERMSOFFIRED 

Prloul'y T 111'111: 

Bonus/ Aero: 

RBIItlt/ Acre: 

Royalty: 

COMPARISONS 

Mf# 

Is years 

I 

13/16 

Baso Flo No Part 
100679 W/2 

J 
$50.00 J 

$1.60] 

I 

Acres: 160 

Soc. llodt Twp Slrvsy 
46 56 00 PUBLIC SCHOOL lAND 

TERMS RECOMMENDED 

Pri'la'y T 11'111 @years ~ 
Blois/ Acre c_ $50.60] 

Rllltlt/ Acre L $i¥] 

Royalty [3t16 I 

Data Tll'lll Bonus/Ac. Rllltlt/Ac. Royalty llsta'D 

Abst# 
2597 

J L - J c J [ ~ c J [ I Last LBas8 
L_ .--------------,~I -~J L _l L ~ L __ J L _=-:J ,__C _ ___, 
.--L-____, I II II II II I ._ _ ___, 
,__I _ __. ~==========~ I II II II II II I 
C L J[ JL =:JI JL Jl o=J 

Gross acres 320. Paid up rental. 

~vsd:~ Jo z) . .!J2, 

Wednesday, October 21 , 1998 



.TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
COMMISSIONER MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: 

County: 

Clay Johnson 

REEVES 

Section: 46 Block: 56 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3116 

Consideration 

Recommende~ /D·2.7 ~ 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: f?:;tl I J / lr /If' 
Not Recommended: ----
Comments: 

Spencer Reid, Senior Deputy 

Recommended: 1JL 
Not Recommended: ----

Bonus/Acre 

Rental/ Acre 

Date: 

DATE: 21-0ct-98 

Base File #: 100679 

Abstract: 2597 

$50.00 

$1.00 

Garry Mauro, Commissioner ------

Approved: ___ _ 

Not Approved: ___ _ 



ACQUISITION CHECKING 0 0 2 8 6 2 
COMM ISSIONER OF THE GENERAL LAND OFFICE 11/4/98 

PA~GON #'299: Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due \ 4.320.00 
the State of Texas for Paid-Up Oil & Gas Lease 

• •• . . . 
• •• 
•••• • • • •• • 

~kOlg . . . 
• •••••• • • 

Lease Bonus 

dated 08/25/98 from the State of Texas by Agent 
Becky B. Griffin & John W. Bush, each dealing in their 
sole and separate property, Lessor, in favor of Clay 
Johnson, Lessee, covering the W/2 of Section 46. 9 9 014 4 O 5 
Block 56, PSL Survey, Reeves County. Texas . 

4,320.00 

TITAN RESOURCES, L.P. 

ACQ~!:~~~~~@%J~ER OF Ti lE GENERAL LAND OFFICE 11 /4/98 002862 
"PA~GON #299: Lease Bonus 

• ...... 
• • 

0 
t.: 
, -pi 
0 
\ 

Checki ng 

:) 

c..l 

-~ 
('J -
~ 

" "% 
en 
Cf"' \...._ 

Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 08/25/98 from the State of Texas by Agent 
Becky B. Griffin & John W. Bush, each dealing in their 
sole and separate property, Lessor. in favor of Clay 
Johnson, Lessee, covering the W/2 of Section 46, 
Block 56, PSL Survey, Reeves Coumy. Texas. 

4,320.00 

4,320.00 



TITAN RESOURCES, L.P. a/ 
ACQUISITION CHECKING 

COMMISSIONER OF THE GENERAL LAND OFFICE 11 /5/98 002889 
PARAGON #299:Lease Bonus Payment in fu ll of 1/2 Lease Bonus Considerat ion due I\ 4,320.00 

the State of Texas for Paid-Up Oil & Gas Lease 
dated 08/25/98 from the State of Texas by Agent 

... • • • . .. .... 
• • • •• • 

• 
•• • • • • • Ohecking 

• •••••• • • 
Tll' AN RESOURCES, L.P. 

Lease Bonus 

Sharon B. St Clai r & Gwendolyn B. Gcltcmeyer. Lessor, 
in favorofCiay Johnson, Lessee, covering the W/2 of 
Sect ion 46, Block 56, PS L Survey. 
Reeves County, Texas. 

\/U 9901439 3 

~tJ!-'ITI<(~:,Ci\1~~~~ER OF THE GENERAL LAND OFFICE 11/5/98 

••••• : PARAGON #299:Lease Bonus 
• • 

( 
N 

\. 

-
\..! C"...l 

f~ 
(;..") 

Checking 
0' 

Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the tate ofTexas for Paid-Up Oil & Gas Lease 
dated 08/25/98 from the State of Texas by Agent 
Sharon B. St Clair & Gwendolyn B. Gcltemcyer. Lessor. 
in favor of Clay Johnson, Lessee, covering the W /2 of 
Section 46. Block 56, PSL Survey, 
Reeves County, Texas. 

4.320.00 

002889 
4.320.00 

4,320.00 



••• • • • •• • 
•••• • • • • • • 

• 
• •• • • • •• • 
• •••••• • • 

• 
: ..... 
• • 
• •••••• • • 



TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
COMMISSIONER 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: 

County: 

Clay Johnson 

REEVES 

Section: 46 Block: 56 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/ 16 

Consideration 

Recommende~ /tJ·.Z-7 ?.ft 

Not Recommended: ----
Cot1U11ents: 

Lease Form 

Recommended: '/?Hf tl/tt/?~ 
Not Recommended: ----

Comments: 

Spencer Reid, Senior Deputy 

Recommended: lfli' 
Not Recommended: ----

Bonus/Acre 

Rental/Acre 

Date: 

MEMORANDUM 

DATE: 21-0ct-98 

Base File #: 100679 

Abstract: 2597 

$50.00 

$1.00 

Garry Mauro, Commissioner 

Approved: Gm 
------

Not Approved: ___ _ 





Texas General Land Office 
Garry Mauro. Commissioner 

December 18, 1998 

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

Re: RELINQUISHMENT ACT LEASE NO. M-100195 
W/2 of Sec. 46, Blk. 56, PSL 
Reeves County 

Dear Mr. Ready: 

Stephen F. Aust1n 8u1ldmg 
1 700 North Congress Avenue 
Aust1n. Texas 78701 -1495 
(512) 463-5001 

The certified copy of the Relinquishment Act Lease covering the above referenced tract has 
been approved and filed in our records under mineral file number M-100195. Please refer to 
this number in all future correspondence concerning the lease. 

Your remittance of $4,445.00, has been applied as the state's portion of the bonus, the 
processing fee and the filing fee. Please let me know if you should have any questions. 

Sincerely, 

0~~ 
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MT:mrg 

Pnnled on recycled paper wtlh soybean tnk 





I TITAN REsoURCES, L.P. 

Apri l 13, 1999 

Mr. Drew Reid 
Texas General Land O ffi ce 
Stephen F. Austin Building 
1 700 orth Congress A venue 
Austin, Texas 7870 l 

Re: Re linquishment Act Oil & Gas Lease dated August 25, 1998 
Sharon B . St. Clair & Gwendolyn B. Geltemeyer, Agent for 
the State ofTexas, Lessor, covering lands in Reeves County, Texas 
Titan Lease o. TX299-389-287-002-00 
Paragon Prospect 
State Mineral File l':o. ;\l-100 195 

Dear Mr. Reid: 

VIA FEDERAL EXPRESS 

•••• Pursuant to our meeting on March 26, 1999, in which you requested that we review certain matte rs and provide copies 
• •• • :of materia ls re lated to certa in Re linquislm1ent Act leases, enclosed herewith please find the following: 
•••• • • • • :L. Certi fied Copy of Paid-Up Oil and Gas Lease dated August 25, 1998 between the State of Texas, acting by 

and through its Agent, Sharon B. St. Clai r and Gwendolyn B. Geltemeyer, referTed to as owner of the soil , 
and Clay Johnson, Lessee, covering the W/2 of Section 46, Block 56, PSL Survey, Reeves County, Texas . 

• 
•••• • .... 

•• ••• :2. Copy of request for approval of the above lease by letter dated October 13, 1998 fi·om J. Robert Ready, 
Landman, to Drew Reid, accepted by the Texas General Land Office on ovember 3, 1998 . . . 

• 
Copy of request for credit by letters dated September 22, 1998 and September 28, 1998, both accepted by 
the General Land Office on September 30, 1998. $ 100.00 o f said credits were used to cover U1e required 
processing fee in connection with the above request for approval. 

4. Copy of lette r dated ovember 11 , 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. 

5. 

6. 

Copy of request for credit by letter dated September 22, 1998, accepted by the General Land Office on 
September 30, 1998. $25.00 of said credit was used to cover the required fi ling fee in connection with ilie 
above lease transmittal. 

Titan Resources, L.P. Check umber 2889 made payable to the order of Comm issioner of the General Land 
Offi ce of tbe State of Texas in the amount of $4,320.00 representing payment in full of the lease bonus 
consideratron due the State of Texas for the above lease. 

If additional infom1ation is requi red, please do not hesitate to contact the undersigned. Thank you for your continued 
cooperation and comtesy in this matter. 

WJB/dss 
Enclosures 

Yours very truly, 

I obert~ 
and man 

500 W. Texas • Suite 500 • Midland, Texas 79701 • Fax: (915) 687-0192 • Office: (9 15) 682-6612 



r 

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

• •• •••• . . 
•••• • •••• 

I TrrAN REsoURcES. L.P. 

October 13, 1998 

Mr. Drew Reid VIA FEDERAL EXPRESS 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress A venue 
Austin, Texas 787Q1 

Re: Proposed Relinquishment Act Oil and Gas Leases (14) 
covering lands in Reeves County, Texas 
Paragon Prospect 

Dear Mr. Reid: 

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

1. Copy ofPaid-Up Oil and Gas Lease dated September 25, 1998 between the State 
ofTexas, acting by and through its agent, Jesse W. Bush and wife, May Jarine 
Bush, referred to as owner of the soi l, and Clay Johnson, Lessee. The terms of 
tlus Lease are as fo llows: 

A. The Lease covers 80 gross and 80 net acres; 
B. Consideration being paid is $54.00 per net mineral acre; 
C. Paid-Up Lease, no rentals du e~ 

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

2. Copy ofPaid-Up Oil and Gas Lease dated August 25, 1998 between the State of 
Texas, acting by and through its agent, Becky B. Griffin and John W. Bush, 
referred to as owner of the so il, and Clay Johnson, Lessee. The tetms of th is 
Lease are as follows: ·· 

A. · The Lease covers 320 gross and 160 net acres; .... 
B .~ Consideration being paid is $54.00 per net min.eral acre; 
C. · Paid-Up Lease, no rentals due; 
D. Primary term is five (5) years; 
E. The royalty is 3/16. 

500 W. Texas • Suite 500 • Midland, Texas 79701 • Fax: (9 15) 687-0192 • Office: (915) 682-6612 



..... 
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• •••••• • . 
• 
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Mr. Drew Reid 
General Land Office 
October 13, 1998 
Page 2 

3. Copy ofPaid-Up Oil and Gas Lease dated June 15, 1998 between the State of 
Texas, acting by and through its agent, Wanda G. Wallace, referred to as owner of 
the soil, and Clay Johnson, Lessee. The terms of this Lease are as follows: 

A. The Lease covers 160 gross and 32 net acres; 
B. Consideration being paid is $54.00 per net mineral acre; 
C. Paid-Up Lease, no rentals due; 
D. Pri~ary term is five (5) years; 
E. The ~oyalty is 3/16. 

4. Copy ofPaid-Up Oil and Gas Lease dated June 15, 1998 between the State of 
Texas, acting by and through its agent, Frances Bexley, referred to as owner of the 
soil, and Clay Johnson, Lessee. The terms of this Lease are as follows: 

5 . 

A. The Lease covers 160 gross and 32 net acres; 
B. Consideration being paid is $54.00 per net mineral acre; 
C. Paid-Up Lease, no rentals due; 
D. Primary term is five (5) years; 
E. The royalty is 3/16 . 

Copy of Paid-Up Oil and Gas Lease dated June 15, 1998 between the State of 
Texas, acting by and through its agent, Charlene Welch, referred to as owner of 
the soil, and Clay Johnson, Lessee. The terms ofthis Lease are as follows: 

A. The Lease covers 160 gross and 10.67 net acres; 
B. Consideration being paid is $54.00 per net mineral acre; 
C. Paid-Up Lease, no rentals due; 
D. Primary term is five (5) years; 
E. The royalty is 3/16. 

6. Copy of Paid-Up Oil and Gas Lease dated June 15, 1998 between the State of 
Texas, acting by and through its agent, Rebecca P. Wallis, referred to as owner of 
the soil, and Clay Johnson, Lessee. Jhe,terms of this Lease are as follows: 

'• 

A. The Lease covers 160 gross and 10.67 net acres; 
B . ., Consideration being paid. is $54.00 per net mineral acre; 
C. Paid-Up Lease, no rentals due; 
D. Primary tennis five (5) years; 
E. The royalty is 3/16. 



•••• 
8 • • 

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

• ······ . . 
• 
•••• • •••• 

Mr. Drew Reid 
General Land Office 
October 13, 1998 
Page 3 

7. Copy ofPaid-Up Oil and Gas Lease dated June 15, 1998 between the State of 
Texas, acting by and through its agent, Charles E. George, referred to as owner of 
the soil, and Clay Johnson, Lessee. The terms of this Lease are as follows: 

A. The Lease covers 160 gross and 3.56 net acres; 
B. Consideration being paid is $54.00 per net mineral acre; 
C. Paid~Up Lease, no rentals due; 
D. Primary term is five (5) years; 
E. The royalty is 3/16. 

8. Copy of Paid-Up Oil and Gas Lease dated June 15, 1998 between the State of 
Texas, acting by and through its agent, Clyde A. George, referred to as owner of 
the soil, and Clay Johnson, Lessee. The terms of this Lease are as !follows: 

9 . 

A. 
B . 
c. 
D . 
E . 

The Lease covers 160 gross and 3.56 net acres; 
Consideration being paid is $54.00 per net mineral acre; 
Paid-Up Lease, no rentals due; 
Primary term is five (5) years; 
The royalty is 3/16. 

Copy ofPaid-Up Oil and Gas Lease dated June 15, 1998 between the State of 
Texas, acting by and through its agent, Robert J. George, referred to as owner of 
the soil, and Clay Johnson, Lessee. The terms of this Lease are as follows: 

A. The Lease covers 160 gross and 3.56 net acres; 
B . Consideration being paid is $54.00 per net mineral acre; 
C. Paid-Up Lease, no rentals due; 
D. Primary term is five (5) years; 
E. The royalty is 3/16. 

10. Copy ofPaid-Up Oil and Gas Lease dated May 21, 1998 between the State of 
Texas, acting by at}d through its agent, Richard Ruff, Jr., referred to as owner of 
the soil, and Clay Johnson, Lessee. The terms ofthis Lease are as follows: 

A. The Lease covers 640 gross and 42.67 net acres; 
B. Consideration being paid is $54.00 per net mineral acre; 
C. Paid-Up Lease, no rentals due; 
D. Primary term is five (5) years; 
E. The royalty is 3/16. 



•••• • • • •• • .... 
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Mr. Drew Reid 
General Land Office 
October 13, 1998 
Page4 

11. Copy of Paid-Up Oil and Gas Lease dated August 25, 1998 between the State of 
Texas, acting by and through its agent, Sharon B. St. Clair and Gwendolyn B. 
Geltemeyer, referred to as owner of the soil, and Clay Johnson, Lessee. The terms 
of this Lease are as follows: 

12. 

13. 

A. The Lease covers 320 gross and 50 net acres; 
B. Con~ideration being paid is $54.00 per net mineral acre; 
C. Paid~Up Lease, no rentals due; 
D. Primary term is five (5) years; 
E. The royalty is 3/16. 

Copy ofPaid-Up Oil and Gas Lease dated August 25, 1998 between the State of 
Texas, acting by and through its agent, Sharon B. St. Clair and Gwendolyn B. 
Geltemeyer, referred to as owner of the soil, and Clay Johnson, Lessee. The terms 
of this Lease are as follows: 

A 
B . 
c . 
D . 
E . 

The Lease covers 40 gross and 30 net acres; 
Consideration being paid is $54.00 per net mineral acre; 
Paid-Up Lease, no rentals due; 
Primary term is five (5) years; 
The royalty is 3/16. 

Copy ofPaid-Up Oil and Gas Lease dated August 25, 1998 between the State of 
Texas, acting by and through its agent, Sharon B. St. Clair and Gwendolyn B. 
Geltemeyer, referred to as owner of the soil, and Clay Jolmson, Lessee. The terms 
of this Lease are as follows: 

A. The Lease covers 320 gross and 160 net acres; 
B. Consideration being paid is $54.00 per net mineral acre; 
C. Paid-Up Lease, no rentals due; 
D. Primary term is five (5) years; 
E. The royalty ~s 3/ 1<? . .. -

:i 
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Mr. Drew Reid 
General Land Office 
October 13, l!J98 
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14. Copy ofPaid-Up Oil and Gas Lease dated July 13, 1998 between the Stute <>f 
Texas, acting by and through its agent, Gloria Swisher, refen·ed to as owner of the 
~oil, and Clay Johnson, Lessee. The terms of this Lease are as follows: 

A. The Lease covers 187.5 gross and 93.75 net acres; 
B. Consideration being paid is $54.00 per net mineral acre; 
C. Paid-Up Lease, no rentals due; 
D. Primary term is five (5) years; 
E. The royalty is 3/16. 

With regard to the required processing fee of$1 ,400.00 for the above 14 Oil and Gas 
Leases, enclosed please find our requests for credit by letters dated September 22, 1998 
and September 28, 1998, both accepted by the General Land Office on September 30, 
1998. Per the terms ofthesc agreements, we would like to use the remaining $1,066.62 
credit of the letter dated Septemher 28, 1998 and apply the balance of $333.38 to the 
letter dated. September 22, 1998 thereby leaving a $15,791.62 credit for future items. 

Please review the enclosed leases for prior approval. If the terms of these transuclions are 
acceptable to the State of Texas, please acknowledge by signing and returning one copy 
of this letter. Should you huve any questions concerning this matter, please do not 
hesitate to contact me . 

Very truly yours, 

AGREED TO AND ACCEPTED THlS ...3 DAY OF _ ___:_J -=-=o --=-0 ...:..... - --·- .. ·• l 998. 

State of Texas Generul LandO:! 
By: .D~'&~ 

WJB/dss 

P : l'l3 

y 
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I TrrAN REsoURcES. L.P. 

September 28, 1998 

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

VIA FEDERAL EXPRESS 

Re: Relinquishment Act Oil and Gas Lease dated July 10, 1998 between 
Anna Delila Looney, Agent for the State of Texas, Lessor, and Clay 
Johnson, Lessee 
The West 3/8ths of Section 3, Block 96, PSL 
Culberson Countv. Texas 
Paragon Prospect 

Dear Mr. Reid : 

On August 31, 1998, the captioned Oil and Gas Lease was forwarded to you for processing and fi ling in 
your records. A copy of the following infonnation is attached for your reference: 

I. Copy of Oii and Gas Lease dated July I 0, 1998. between the State of Texas, acting by and through its 
Agent, AD11a Delila Looney, said Agent referred to as owner of tbe soil , and Clay Johnson, Lessee, 
covering U1e captioned lands in Culberson County, Texas . 

2. Copy of Titan Resources, L. P. Check No. 2210 made payable to the order of Commissioner of tile 
General Land Office of the State of Texas in the amount of $1936.62, representing payment of tile 
total lease bonus consideration due the State of Texas for U1e above mentioned Oil and Gas Lease . 

3. Copy of Titan Resources, L. P. Check No. 2447 made payable to tile order of Commissioner of the 
General Land Office of the State of Texas in tile amount of $225.00, representing payment in full of 
tile processing and filing fee due the State of Texas. 

4. Copy of transmittal letter dated May 11, 1998, from J. Robert Ready, Landman, Titan Resources, L. P. 
to the Texas General Land Office. 

The above mentioned lease and checks were submitted in error for Relinquishment Acts lands when in fact 
they cover free royalty lands. 

Accordingly~; we would appreciate your reimbursement of the overpayment by approval to allow us to use 
this $ 1961.62 as a credit for future .terms. Please acknowledge your approval to c redit such amount by 
signing, dating and faxing a cqpy of this let.ter to the undersigned. Our fax ~umber is (915) 498-8692. 

Very truly yours, 

Enclosures /0-1 3 - 9 i 
Uu.d. 

/0 - 13 - CJf 
I.A/.J<d._ 

• 1998. 



I TrrAN REsoURcES. L.P. 

September 22, 1998 

Mr. Drew Reid 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress A venue 
Austin, Texas 7870 1 

VIA FEDERAL EXPRESS 

Re: Relinquishment Act Oil & Gas Lease dated April 2, 1998 
Hallie C. Guthrie, Successor Trustee u/w/o H.M. Crighton, deed. and 
as Independent Executrix of the Estate of Hallie R. Crighton, deed., 
Agent for the State of Texas, Lessor 
Clay Johnson, Lessee 
All of Sections 26 and 27, Block 103, Public Scho<?l Land Survey 
Culberson Countv. Texas 
Paragon Prospect 

Dear Mr. Reid: 

• ::€>rcMay 11, 1998, the captioned Oil and Gas Lease was forwarded to you for processing and fLling in your records. A 
•• ~Qpy of the following information is attached for your reference: 

• • • •• • 
• 
•••• • •••• 

• •••••• . . 
•••• • •• •• 

!. 

2 . 

Copy o f Oil and Gas Lease dated April2, 1998, between the State of Texas, acting by and through 
its Agent, Hallie C. Guthrie, Successor Trustee u/w/o H.M. Crighton, deed., and as Independent 
Executrix of the Estate of Hallie R. Crighton, deed., said Agent referred to as owner of the soil, and 
Clay Jotmson, Lessee, covering the captioned lands in Culberson County, Texas . 

Copy of Titan Resources, L.P. Check No. 1569 made payable to the order of Commissioner of the 
General Land Office of the State of Texas in the amount of $ 16,000.00, representing payment of the 
total lease bonus consideration due the the State of Texas for the above mentioned Oil and Gas Lease. 

3. Copy of Titan Resources, L.P. Check No. 1568 made payable to the order of Commissioner of the 
Genecal Land Office of the State ofTexas in the amount of$ 125.00, representing payment in fu ll of 
the processing fee and filing fee due the State of Texas. 

4. Copy of transmittal letter dated May 11, 1998, from J. Robert Ready, Landman, T itan Resources, 
L.P. to the Texas General Land Office. 

TI1e above mentioned lease and checks were submitted in error for Relinquishment Act lands when in fact U1ey cover 
free royalty lands. 

Accordingly, we would appreciate your rein1bursemcnt of the overpayment by approval to allow us to use this 
$ 16, 125.00 as a credit for future items. Please acknowledge your approval to credit such amount by signing, dating 
and faxing a copy of tl1is letter to the undersigned. Our fax number is (9 15) 498-8692. 
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I TrrAN REsoURcES. L.P. 

November I I, 1998 VIA FEDERAL EXPRESS 

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

Re: Relinquishment Act Oil and Gas Leases (14) 
covering lands in Reeves County, Texas 
Paragon Prospect 

Dear Mr. Reid: 

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

•••• • • • •• • 
•••• • • • •• • 

•••• • •••• 
• •••••• • • 

• 
•••• • •••• 

l. 

2 . 

Certified copy of Paid-Up Oil and Gas Lease dated September 25, 1998, between the State of Texas, 
acting by and through its agent, Jesse W. Bush & wife, May Jarine Bush, referred to as owner of the 
soil , and Clay Johnson, Lessee, covering the E/2 ofNW/4 vf Section 24, Block 59, PSJ... Survey, 
Reeves County, Texas. Titan Resources, L.P. Check No. 2863 made payable to the Commissioner of 
the General Land Office of the State ofTexas in the amount of$2, 160.00 representing payment in 
full of lease bonus consideration (l/2 due the State of Texas) for the above mentioned Oil & Gas 
Lease . 

Certi fied copy of Paid-Up Oil and Gas Lease dated August 25, 1998, between the State of Texas, 
acting by and through its agent, Becky B. Griffm & John W. Bush, referred to as owner of the soil, 
and Clay Jolmson, Lessee, covering the W/2 of Section 46, Block 56, PSL Survey, Reeves County, 
Texas. Titan Resources, L.P. Check No. 2862 made payable to the 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 (1 /2 due the State of Texas) for the above mentioned Oil & Gas Lease. 

3. Certified copy of Paid-Up Oil and Gas Lease dated June 15, 1998, between U1e State of Texas, acting 
by and through its agent, Wanda G. Wallace, referred to as owner of the soil, and Clay Johnson, 
Lessee, covering the SE/4 of Section 7, Block 59, PSL Survey, Reeves County, Texas. Titan 
Resources, L.P. Check No. 2879 made payable to the Commissioner of the General Land Office of 
the State ofTexas in the amount of$864.00 representing payment in full of lease bonus consideration 
(112 due the State ofTexas) for tl1e above mentioned Oil & Gas Lease. 

4. Certified copy of Paid-Up Oil and Gas Lease dated June 15, 1998, between the State of Texas, acting 
by and through its agent, Frances Bexley, referred to as owner of the soil, and Clay Johnson, Lessee, 
covering the SE/4 of Section 7, Block 59, PSL Survey, Reeves Cow1ty, Texas. Titan Resources, L.P. 
Check No. 2880 made payable to the Commissioner of the General Land Office of the State of Texas 
in tl1e amow1t of $864.00 representing payment i.n fu ll of lease bonus consideration ( 1/2 due tl1e State 
of Texas) for the above ment ioned Oil & Gas Lease. 

500 W. Texas • Suite 500 • Midland, Texas 79701 • Fax: (915) 687-0192 • Office: (9 15) 682-6612 



Mr. Drew Reid 
Texas General Land Office 
November I I, 1998 
Page 2 
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5. Certified copy of Paid-Up Oil and Gas Lease dated June 15, 1998, between the State of Texas, acting 
by and through its agent, Charlene Welch, referred to as owner of the soil, and Clay Jolmson, Lessee, 
covering the SF14 of Section 7, Block 59, PSL Survey, Reeves County, Texas. Titan Resources, L.P. 
Check No. 288 1 made payable to the Conunissioner of the General Land Office of the State of Texas 
in the amount of $288.09 representing payment in full of lease bonus consideration ( l/2 due the State 
of Texas) for the above mentioned Oil & Gas Lease. 

6. Certified copy of Paid-Up Oil and Gas Lease dated June 15, 1998, between the State ofTexas, acting 
by and through its agent, Rebecca P. Wallis, referred to as owner of the soi~ and Clay Johnson, 
Lessee, covering the SF14 of Section 7, Block 59, PSL Survey, Reeves County, Texas. Titan 
Resources, L.P. Check No. 2882 made payable to the Commissioner of the General Land Office of 
the State ofTexas in the amount of$288.09 representing payment in full oflease bonus consideration 
(l/2 due the State of Texas) for the above mentioned Oil & Gas Lease. 

7. 

8. 

9 . 

Certified copy of Paid-Up Oil and Gas Lease dated June 15, 1998, between the State of Texas, acting 
by and through its agent, Charles E. George, referred to as owner of the soil, and Clay Johnson, 
Lessee, covering the SF14 of Section 7, Block 59, PSL Survey, Reeves County, Texas. Titan 
Resources, L.P. Check No. 2883 made payable to the Commissioner of the General Land Office of 
the State of Texas in the amount of$96.12 representing payment in full of lease bonus consideration 
(112 due the State of Texas) for the above mentioned Oil & Gas Lease . 

Certified copy of Paid-Up Oil and Gas Lease dated June 15, 1998, between the State of Texas, acting 
by and through its agent, Clyde A. George, referred to as owner of the soil, and Clay Johnson, Lessee, 
covering the SE/4 of Section 7, Block 59, PSL Survey, Reeves County, Texas. Titan Resources, L.P . 
Check No. 2884 made payable to the Commissioner of the General Land Office of the State of Texas 
in the amount of $96. 12 representing payment in full of lease bonus consideration ( 112 due the State 
of Texas) for the above mentioned Oil & Gas Lease . 

Certified copy of Paid-Up Oil and Gas Lease dated June 15, 1998, between the State of Texas, acting 
by and through its agent, Robert J. George, referred to as owner of the soil, and Clay Johnson, Lessee, 
covering the SE/4 of Section 7, Block 59, PSL Survey, Reeves County, Texas. Titan Resources, L.P. 
Check No. 2885 made payable to the Commissioner of the General Land Office of the State of Texas 
in the amount of $96.12 representing payment in full of lease bonus consideration ( l/2 due the State 
of Texas) for the above mentioned Oil & Gas Lease. 

10. Certified copy of Paid-Up Oil and Gas Lease dated May 21, 1998, between the State ofTexas, acting 
by and through its agent, Richard RuiT, Jr., referred to as owner of the soil, and Clay Johnson, Lessee, 
covering all of Section 46, Block 57, PSL Survey, Reeves County, Texas. Titan Resources, L.P. 
Check No. 2886 made payable to the Conunissioner of the General Land Office of the State of Texas 
in the amount of $1,152.09 representing payment in full of lease bonus consideration ( 1/2 due the 
State ofTexas) for the above mentioned Oil & Gas-Lease. 

11. Certified copy of Paid-Up Oil and Gas Lease dated August 25, 1998, between the State ofTexas, 
acting by and through its agent, Sharon B. SL Clair & Gwendolyn B. Geltemeyer, referred to as owner 
of the soi~ and Clay Johnson, Lessee, covering the W/2 of Section 8, Block 58, PSL Survey, Reeves 
County, Texas. Titan Resources, L.P. Check No. 2887 made payable to the Conunissioner of the 
General Land Office of the State of Texas in the amount of $1,350.00 representing payment in full 
of lease bonus consideration (1 /2 due the State of Texas) for the above mentioned Oil & Gas Lease. 



Mr. Drew Reid 
Texas General Land Office 
November I I, 1998 
Page 3 

12. Certified copy of Paid-Up Oil and Gas Lease dated August 25, 1998, between the State of Texas, 
acting by and through its agent, Sharon B. St. Clair & Gwendolyn B. Geltemeyer, referred to as owner 
of the soil, and Clay Johnson, Lessee, covering the NW/4 ofNW/4 of Section 29, Block 58, PSL 
Survey, Reeves County, Texas. Ti tan Resources, L.P. Check No. 2888 made payable to the 
Commissioner of the General Land Office of the State of Texas in the amount of $810.00 representing 
payment in full of lease bonus consideration (112 due the State ofTexas) for the above mentioned Oil 
& Gas Lease. 

13. Certified copy of Paid-Up Oil and Gas Lease dated August 25, 1998, between the State ofTexas, 
acting by and through its agent, Sharon B. St. Clair & Gwendolyn B. Geltemeyer, referred to as owner 
of the soil, and Clay Johnson, Lessee, covering the W/2 of Section 46, Block 56, PSL Survey, 
Reeves County, Texas. Titan Resources, L.P. Check No. 2889 made payable to the Commissioner of 
the General Land Office of the State of Texas in the amount of$4,320.00 representing payment in 
full oflease bonus consideration (112 due the State ofTexas) for the above mentioned Oil & Gas 
Lease. 

14. 

•••• • • • •• • 

Certified copy of Paid-Up Oil and Gas Lease dated July 13, 1998, between the State of Texas, acting 
by and through its agent, Gloria Swisher, referred to as owner of the soil, and Clay Johnson, Lessee, 
covering a 187.5 acre tract ofland, being the West 207.5 acres, Save & Except a 20 acre tract of land 
in the center part of the North part of said 207.5 acre tract in Section 29, Block 59, PSL Survey, 
Reeves County, Texas. Titan Resources, L.P. Check No. 2890 made payable to the Commissioner of 
the General Land Office of the State of Texas i11 the :tmount of $2,53 1.25 representing payment in 
full of lease bonus consideration (l/2 due the State of Texas) for the above mentioned Oil & Gas 
Lease . 

•••• • • • •• • 
• 
•••• • .... 

••••. ~ith regard to payment of the required fi ling fee for the above 14 leases, enclosed please ftnd our request for credit 
• f:>y letter dated September 22, 1998, accepted by the Texas General Land Office on September 30, 1998. Per the terms 
: •• 1>f this agreement, we would like to apply the $350.00 filing fee to our outstanding balance thereby leaving a $6,346.62 

••• : credit for future items. 

In addition to the above referenced leases and request for credit by letter, enclosed is a copy of request for approval of 
the lease by letter dated October 13, 1998, accepted by the Texas General Land Office on November 3, 1998. As soon 
as U1e leases transmitted herewith have been approved and ftled, please advise tllis office of the assigned Mineral File 
Numbers. If additional information is required, please do not hesitate to contact the unders igned. Thank you for your 
continued cooperation and courtesy in this matter. 

WJB/dss 
Enclosures 

Very truly yours, 



I · TrrAN REsoURcES. L.P. 

Septeml>cr 22, 1998 

Mr. Drew Reid 
Texas General Land Office 
Stephen F. Austin Building 
1700 North O>ogress A venue 
Austin, Texas 7870 1 

(0 - 13 -.<l g 
cu.._~ ., 3 3 3 . "?;..~ 
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Re: Relinquislunent Act Oil & Gas Lease dated Apri12, 1998 
Hallie C. Guthrie, Successor Trustee ufw/o H.M. Crighto·n; deed. and 
as Independent Executrix of the Estate of Hallie R. Crightoa, deed., 
Agent for the State of Texas, Lessor 

~I j()t/. 6() 

~- ~JOb ."60 - " 

Clay Johnson, Lessee 
All ofS~oos 26 and 27, Block 103, Public Sctiool Land Survey 
Culberson County. Texas 
Paragon Prospect 

/ 0 -ZJ·1f 
~L.-flzoz>. ob 

jd - L 7- 1 y 
Dear Mr. Reid; 

0 

, ~ 
0 ,Jil {I v . () Cl 

0 

• • - •• fp.:.~f---PI j · 
• • •: •Qn May 11, 1998, the captioned Oil and Gas Lease was fon'((U'ded to you for processing and filing in your rec<>rds. A · 

• • &py of the following informati01i is attached for your reference: ~l d ~ 0 v G t> ... . -, . 
• • • •• • 

• 
•••• • .... 
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• 
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2 . 

Copy ofPil and Gas ~e dated April2, 1998, between the State of Texas, acting by and through 
its Agent, HaUie C. Guthrie, Successor Trustee'ufw/o H.M. Crighton, deed., and as .Independent 
Executrix of the Estate of Hallie R. Crightoa, deed., said Agent referred to as owner of the soil, and 
C lay Johnson, Lessee, covering the captioned lands in Culberson County, Texas. 0 

O>py of Titan Resources, L.P. Check No. 1569 made payable to the order of Commissioner of the 
General Land Office of the State of Texas in the amount of$16,000.00, representing payment of the 
total lease bonus consideration due the ilic State of Texas for the above mentioned Oil and Gas Lease. 

3. O>py of Titan Resources, L.P. Check No. 1568 made payable to the order ofO>mmissioner of the 
Gene(3..{ Land Office of the State of Texas in the amount of$125.00, representing payment in full of 
the processing foe and filing fee due the State of Texas. 

4. O>py of transmittal letter dated May ll, 1998, from J. J.tobert Ready, Landman, Titan Resources, 
L.P. to the Texas General Land Office. 

The above mentioned lease and checks were submitted in error for Relinquislunent Act lands when iu fact they cover 
free royalty lauds. 

Accordingly, we would appreciate your reimbursement of the overpayment by approval to allow us to use tltis 
S 16,125.00 as a credit for future items. Please acknowledge your approval to ecedit such an1ount by signing, dating 
and faxing a copy of this letter to the undersigned. Our fax number is (915) 498-8692. 

·, . . . 
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CHASE BANK OF~ AS 
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I 1/5/98 I 
$ **4,320.00 
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Four Thousand Three Hundred Twenty and 00/ 100***********•••••••••••••••• • ••••••••••••••••••••••••••••••• • ••••••• 
DOLLARS 

COMM ISSIONER OF THE GENERAL LAND OFFICE 

OF THE STATE OF TEXAS 

MEMO 

Stephen F. Austin Building 

1700 North Congress 

Austin, Texas 7870 I 

Lease Bonus 

u•oo 288 9 11' 

TITAN RESOURCES, L.P. 
ACQUISITION CHECKING 

COMMISSIONER OF THE GENERAL LAND OFFICE 11/5/98 

PARAGON #299:Lease Bonus 

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

• •••••• • • 
• 
•••• • •••• 

Checking 

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 08/25/98 from the State of Texas by Agent 
Sharon B. SL Clair & Gwendolyn B. Geltemeyer, Lessor, 
in favor of Clay Johnson, Lessee, covering the W/2 of 
Section 46, Block 56, PSL Survey, 
Reeves County, Texas . 

ACQUISITI<(_~~~l'iSl-mR OF THE GENERAL LAND OFFICE 1115/98 

PARAGON #299:Lease Bonus 

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 08/25/98 from the State of Texas by Agent 
Sharon B. St. Clair & Gwendolyn B. Geltemeyer, Lessor, 
in favor of Clay Johnson, Lessee, covering the W/2 of 
Section 46, Block 56, PSL SurVey, ... v 

Reeves County, Texa:s. ' 

f 
E3 

002889 
4,320.00 

4,320.00 

002889 
4,320.00 

4,320.00 
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•••• • •••• FedEx Shipping Label 

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

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

2. Fold the printed page in half and usc 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. 

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 Details" 
button. 

https://www.fedex.com/cgi-binlship_iUinterNetShip 11/11198 
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