
# LeaseDate 

A Oct 30 1998 
B Mar 02 1999 

Rentals: 

Lease 
Admin: 

Mineral:-.J.~­

Maps: 

\ 

Acres Status 

160.00 ACTIVE 
160.00 ACTIVE 

STATE LEASE MF100242 

CONTROL BASEFILE COUNTY 

07-131766 142937 - REEVES / 195 

SURVEY PUBLIC SCHOOL LAND 
BLOCK 58 
TOWNSHIP 00 
SECTION/TRACT: 7 
PART 
ACRES 560. 00 ~\ 3lo .Je.-t 
DEPTH LIMITS NO 

LESSEE JOHNSON, CLAY 
LEASE DATE Oct 30 1998 
PRIMARY TERM 
BONUS ($) 
RENTAL ($) 
ROYALTY 
VAR ROYALTY 

5 yrs 
0.00 
0 . 00 
0.18750000 
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TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
COMMISSIONER 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: Clay Johnson 

County: REEVES 

Section: 7 Block: 58 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recommendedf?.AC.S ( 2·17·J8 
Not Recommended: - - --
Comments: 

Lease Form 

Recommended: ~ 1~/11 iur 
Not Recommended: ----
Comments: 

Bonus/Acre 

Rental/ Acre 

MEMORANDUM 

DATE: 14-Dec-98 

Base Fi le #: 142937 

Abstract: 5038 

$50.00 

$1.00 

Spencer Reid, Senior Deputy Date: ....-/ ...:;.__ ____ _ 
Recommended: "22.. 
Not Recommended: ----

Garry Mauro, Commissioner Date: ~ 
Approved: (3 "t 
Not Approved: ___ _ 



HAL REVIEW SHEET 

TMIIS3Ctm# 2940 GDJjst: R. Widmayer 

l..e8sm': Bush, Jesse W., and wife May Jarine Bush LBaso Data: 10/30/98 ll 0 

L.assoe: Clay Johnson Acr8s: 160 

f, .f-qn 

LIASE IESCRfTION 

Bass Fl8 No Part Sac. HilDe Twp StrVoy C1111ty 
REEVES 142937 ALL ~' ~ A;c_ . 7 58 00 PUBLIC SCHOOL LAND 

TIRMS OFFERfD TIRMS RECOMMENIID 

Prina"y Term: Is years Prina"y T 1n11 Is years 

lknls/ Aa'8: $54.oo 1 lknls/Ain $so.oo 1 

Rental Aln: $1 .00J Ront3/Ain $1 .00 J 
Roy~: 13/16 Roy~ 13/16 

COMPARISONS 

A.bst# 
5038 

MF# lBssm oats Tfl'lll Bmus/Ac. Renta/Ac. Roy~ llstD:a 

I II II I JC ~ 
"]I J I I I r Jl 

II II I II J I 
II II I II II 
II II I --11 II 

All of section 7, save and except the W/2 SW/4, block 58, Public School Land survey. Paid up rental. 
Gross acres 560. J 

Monday, December 14, 1998 

Lastleaso 
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TITAN REsoURCES. L.P. 

n cccmbc:r 8, 1998 

Mr. Drew Reid 
Texas C'reneral Land Office 
Stephen P. AustlnDuilding 
1700 North Congn:s~ Avem1e 
Austin, Te.lUls 78701 

Rc: l>coposed Relinquishment Act Oil oad Gas Lease 
covering land in Reeves County, Texns 
Paragon Prospect 

Dear Mr. Reid: 

VIA FlillllRAL EXPRESS 

With refe(encc to the following described Oil aud Gas J .ease covering hmd in Reeves County, Texas, enclosed 
herewith pleose fmd the following: 

1. Copy of Paid-Up Oil nud Gas J.ease dated October 30, 1998 between the State ofTcxus, nctiug by 
and through its Agent, Jesse W. Bu~h and wife, Mny Jarine Rush, referred to as owaec of the soil, and 
Clay Jolmson, J.e~sec. 111c tenru of this Lease are as follows: 

A. 
B. 
c . 
D. 
n. 

The Lease covets 560 gross and 160 net ncres; 
Consideration being poid is $54.00 per net minordl acre; 
Paid-up lease, no rentals due; 
Primnry temt is five (5) years; 
The royalty is 3/16. 

With regard ro the required processing f<.:c of $100.00 for the above Oil and Gas Lease, enclosed p lense find 
our request for credtt by letter dated September 22, 1998, HCcepted by the General L1md Office on September 
30, 1998. Per the tcm1s of this ag.reemen~ we woultllike to npply this fee to our outstanding halancc thereby 
leaviug a $3,322.36 credit for future items. 

Please review the enclosed lease for pcloc approval. If the terms of this transaction Ul'e acceptable to the Stnte 
of Texas, plense acknowledge by signing and returning one C<lJlY of this letter. Should you have any questions 
concerning this matter , p lease do no t hesitate to contact me. 

Very truly yours, 

ACCEPTllD THJS 9 DAY OF ~~ • ,1998 

w mtd,~ By:_-==:.---=~'-""'~;__...:._+-'---""1---
Encl<>stu-os State of Texas General Land 0 

500 W, Texas • Suite 500 • Midland, Texa& 70701 • Fax: {915) 687-0192 • Offlce: (915) 682-6612 
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' CucnJ u .fd omco 
Jldlaqalslllllal Acl Lu.u Form 
Rnisccl, Scprtmbu 1997. 

Paid-Up 
OIL AND CAS 1.Z.ASE 

I. CiR.Q(TING CLAUSE. For md in c:ocsidr:nrloa of the"""""""=«! bdow md of !be c:ov<mii'I!:J md q:=ncna 11> be p&icl, l:r;>t md ;><r.or-.l by 
l..cs:S<oc UDda !IUs 1--=. !he St><c ofTcus ..W.c by md tlwqb !he OWDC" of !be soil. bacby JnC1S. lases acd lea= L=cc. li>r !he >Ole md only~ of 
p<espcamc acd c!nlLinc for ""d prod~~ oil acd ps.. byinc pipe ll=s.builc!inc tm.1::s. szariz>c oil acd builc!inc j>O'OWC" s:adcm. z!c;:bccc llDc:s md ocbc:r ,.= 
lh=oa.., produce. ~c, talc== o( = md :nmport uid pn>duc:t1 of !he lase, !be follawiac Jaac!J situlzal in Reeves · Counrr.sa:c 
ofTc::u:s, ID-wi&: 

A11 of Section 7, save and except the W/2 SW/4, 
B1ock 58, Pub1ic School Land Survey 

.~. 

c.onainin • .,, __ 5=6ll.OL.... ___ """"' :n.cre oc less.. The bo~U:S corulc!cncion paid for !his lase Is as lbll"""" 

To!heSw.o: ofTmr Fou r Thousan d Thr ee Hund r ed Twenty and 00/100- -------­
Dollon(l 4 . 320 00 

To!hco....;.,.oflhcsoii:FOur Thou sand Thr ee Hundred T\venty and 00/100-------- -
Dollzn(l 4 . 320 . 00 ) 

Towbonusconsidcnlioo: E i ght Th ousa n d Six Hu nd r ed For ty and 00/100--- - - ----
Do!lan (S 8 . 640 . 00 ) 

The tcw boa us Q)ft.Sic!cndoa paid rcpr=a a boaus of'-;;----i:F~irf::....rlt:f.yr'F:....:::O..:U:.:r:.._=ac-=;n::..:d:::-:-:::0:::0:-'/'::l~O..:;O:.,-~-rr----=--=-:-:------------------------
---------- - ---Doll= (S 54 . 00 ) per a=_ oa 160 DCt :o=s. 

2. TD.\ol Subjctt ro me other vn>viJlons in litis I~ diu lese shall be for a rem of F i v e { 5 ) ye a r S !ram thiJ <We 
(hc.-.:i.~ ailed 'prinwy ram") and u loac tl:cra.'tu., ail and ps.. or oithcr a ftbc:a. is prac!u«4 in ;>a)'inc quanritia !ram sa.d land. 
As used in lhis lase, the:= 'pn>duc:d iD ~inc qc=ricc:s• rn=.s dw the r=:ipa !ram !he sale or other mrl'.cr'==1 ='~usc of th: subsa~~c.:(s) oovc:.d 
cxc=:d our of podtot operational cxpc:1SCS ~ lhe six mcnrlu Jut put. 

*See Exhibit "A" attached f?r Pd-Up De1ay ~enta1 Provis ion s hovn a s #40 . 

• • •••••• • 
• .. . . . . 

• •• ... 
• • • ••• 

l .• . : .. · 
• •• • • • •••• 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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4. P~OOUCTlON ROYALnE.S. Upco prodvc:tioo of oil >lld/a< ps.l..c1uc o.cr<cs to prJ or au.se to be pajd or..c·IW/(112) or !he royllty 
provided for ill thu lease to the Comm.issioaaoftb< Ga>traJ Ulld cmc.c of the St.w: o!Tcu.s. JtAIUtin. Tc::as. :md occ-h.U/(112) ofsocll roy-.tzy to the owner f 
~~ 0 

(A) OIL. !loyalty p"}'2blc oa oil. wbi <-!1 is de!1ncd u IDdudloc >11 hydroc:>ttxlns pn>duec<IID a liquid form "" lhc =lUll or lhc well Uld ..uo., ll.l 
a>ndcnw=, distill=. :and otltu liquid lrydtocari>oN reccvcnd !rom oil or ps ND tbn:lup • sqanu:>r rK otba eqvipmclU. >S bacUWI.cr pn>vjdc.d_ .sl>&lJ be 

3 I 16 put of tbc puss production or the II1.&IUt value tbcnot; u the option of the ownu of th.c soil or l.bc Ccmmlssioacr of tbc 
Cic:lcnJ LAnd otfiu, such value ID be clcu:tl:nlud by I) the bill>= pos1Cd price. plus pn::mium, l! any, o!!cn:d or pa;d fer oil, aon.dcu=. clistill=, or oUter li'l"icl 
bydto=t>oo.s. rcspcaivcly, ofa lllc.o rypc md uMt>' ill tbc ~ vca wbcrcproduc.cd md wbc!l run, or2) the bilb= m.>ri= pric.c rl=aofol!:"=d or poid in !.be 
J oocnl area wbcn pi'OC!uc.cd md w!w::l nm. or J) the puss prc>ecc<!s of lllc sale tbucot; wh.lcllcvcr Is !be zrc=:r. t..c.uc ap=s :hJt be !ere :my J>S ~cod Croo :be 
leased premises Is sold. a.scd ar ~ iD a ;lane. it will be nm Inc of c:cst to !be ro)'21ty OWI>C:1 t!:n>u&b m ~~ oil and ps ~or c:oa• e::ticn.J type. or 
other cqulpa:>CU u last >S et!lci=. so d1.u all Uquld hyc!roc:art>oos rccovcnblc &om the p> by Ncb mc.o.as will be recovm:d.. The n:c;ui=:>c::t lhJt such cu be nm 
tbtouch a uponu>r or otba cquipax:u rzay be wajved iD writln& by the royalty~ apon $UC!l tams md coaditlcns >S the)' prescribe. 

(B) NON PROCESSED GAS. R.oyalty on :any &>S (iDdudlDc t!=d &>Sl. whic Is defined u JJi lrydro<=t>o<U .,d z=us ~not c!dincxl 
>S oil ill Nbp~b (A) above. pn>c!uccd &om asty 'tlrdJ oa s:&ld Wld (~ os provided bacill with rapcc:t !D ps ~ ill • pl>ll1 tbr the c:anctico of 
p.s<>linc, liquid bydroc;arbons or o<l>cr prodw:ts) s.IWl be 3 / 1 6 • part otthe pou production or tbc tii.UUt value lbcrcct; • the optioa of !be 
owner of the Jail or the Ccmminioaa of the Ga>cnJ L>nd Ot!lu, •uch value to be baed oa the hi chest mori::ct pria:' pajd o r o!frn:d (or ps of eou>p>nble qu.Jity ;.. 
the &mcnl orc:a wbcrc produced Jlld wl>cn nm. or tbc pou price pajd or otrucd to the procll>ccr, wlUc:.bc'n:r is the va=; provided lhJt !he m.uiawm l"=urc bue 
In tnuJUrin& t1>a &>S uadu this lase .sl>&lJ oat "' my tim& c:xccc4 14.6.5 po=IJ per >quan: IDcb absohm:, aad the .stal>dud ba:sc tcnpcnc= .siWl be Jixty (60) 
de pus Fal\rcnbcic. =tloa to be m.adc for l'f"=W'' occoni!Dc to Boyle 's L.aw, md fcc JpCCi& a:zvity oc:occrdinc ID tc:szS ma.dc lry thc &lance Mdhod or by !he 
mcst approved aacthod oftcst!DJ bcq uud by !be !Ddus:ty • the time oCt.c:sUnc. . 

(C) PROCESSED GAS. R.o)'21ty on asty ps proc=d iD • p ol Inc plml or otha pl:ms ~r the '""vay of p>Oii.nc or otba liquid lryc!roc.>rboc.J 
shall be 3 / 1 6 part of tbc raiduc &U ood tile liquid h)'drocut>o<U CXIraCtl:d 0< the auna value ~!~era>( u tl>c opcion of the 
owner of tile soil<>< the CcrnmWioaa ofthc Gc:>cnl L.and OC'lc:c.. All roy.Jtia due bacm shall be bucd oo one hundred pc= (100'1.) of the teal pl:w 
produc:tlon ofn:siduc ca:s Ollribuahle 10 ps produud &om thiJ le~ and on ruty pcrcc:u (50'1.). or thu pc:recn.t xauillc ID L=cc. wbic.'lcva is !he~. of tbc 
toaJ pl>llt production ofliqwd bydro<:ubon.s utributoble to the c;:u pro<fuc.cd &om tiW l=c: provided tlw illiquid hyc!nx=bo<u an: n:=d "=> ps pn>c:=cd 
ill • plont In wbicb l.cJ.scc (or Its porcl, subJi<flary or offil~) o wns oo i11tac::s1, lhco tile pcrcci"'«< opplia.ble to liquid hydrocrbons siWl be ruty pa=u (50'1.) or 
llle hi chest percent accruinc !D • third patty proc=inc ru thn:luc.~ sue plalu under a pn><:::SJlnc fCR=e>t DeiOtWcd u um's tcnr.b (or iC there iJ oo sue!! Ill in! 
patty, tile hi &)>est paccnr thco beillc spccillcd ill proccsJi.nc ~IS or cootrxu ill the iDdustry). whi~ !J !he~· The rcspcc:tivc roy.Jtia oo residue ps 
ond oo liquid bydro=t>oos JIWI be de=iocd lry I) the IU~c.st marka price p.Ud or otrcn:d for any J>S (or liquid bydro=i>ocu) of ccm;>o.n.ble qu.>Jity in lbe 
ccncrJJ on: :a. or 2) !he pass pri<:< p.Ud or o !!en:d (or s.ucb residue c;:u (or lbc wcichtcd :rvcnce pou <cUin& price for the rc::spc<::ive po>dcs of liquid lryclrocubcru). 
whichever iJ the cr=. l.o no cv=. however, JIWI the ro)'21lics p~le un4u tiW pancrzpb be I= thm lhc ro)'21tia w!tich would~~ due h>d ll:e ps cot 
bccnprocaud.. 

(D) OTHER ?ROOUCTS. ~y.Jty on =t>on bloclc. Julphur or my otbcr proc!uc:-;s proc!uc.cd w <=nu/ac:ur<d :Tom ps (ae<2cint liquid hydro=boru) 
whet.~cr sajd ps be '=in~=!.' ' city, ' or any otha cu. lry fr.u:-Joo.atins. buminc or any otbu ;m>c=illc s!WJ be 3/16 part oft!:<: 
crou productlon of such products. or the market value the reo( ot the option of the owca ofthe soil or the CommisJioner o f the GcnerJJ ~d Office. suo.!~ auritct 
value to be determined u follows: I) on the ba.siJ o(the biib<Jt m orlc.<t price of ae produa for the same month in whi<-!1 Juch produc: is 'roduco d. or 2) on t.~e 
ba.sis of !he avuqc sr= $3lc price of~ produa !or the um.c: moruh ill wbi<-!1 suo.!~ products on: pro~ wbiCcvcr u tbe cr=a. 

5. MINlMUM ROYALTY. Durinc >llY year &1\ct the c:pir.uion oflhc primary :am of t!W leuc:. iCthiJ I=• iJ mainuiaed hy production. !he roy>ltics 
p.Ud under thu le>SC itt no event Jh.Jl be I= lh:an an omount cqu.alto the tobl ONIW det..y =u.l bcTciii provjded; otltcrwiJc. tbac slWI be due >tld poyol:>le on ot • 0 •: o 
before l.bc I on d~y oftltc month SUC<%ediac the :annivcno:y cl.uc of this l=e a sum equ.>J !D the tot>! JNIW ra>bl lcss the :an:ount ofn>yal t!cs p.Ud durinc the • 
pn::c.cdlnc yur. UP>.nanph J o(t!W l=e doc DO t spcci.t'y • del~y rcnuJ omowu. the= ll>r !he~ oftbb pan.cnph. the ~Y n:obl m:.ount sluJI be occ 
do II or (S 1.00) per acre. • .. . 

• • • 6. ROYALTY IN KiND. Nccwit!uw.diDc ony olhcr proviJion ill thiJ ICSJC. u my tim& or &om time to tia:c. the owner of !he soil or the CommisJicn.. • 0 

of lhc Gcncnl L.aad Office mzy, ot lhc option of citlta, upcn not !CSJ than sixty (60) doy> oaticc 10 the holda oftll.c lnJC. require t1w the paymcu of ony royalties • • 0 

acaulnc to suc.b ro)'21ty owner unda thiJ lnse be mode in lcind.. The owner of tlu: soii'J or the Ccratawiooa of !he General L..m4 Office'• risht to t>kc its roy:llty io • • 
ltind Jllall DOt dlminiJb ar a~ l.bc C7W!la of the soU'• or tile Commwioncr o(the Gcn.cnJ L.and Ofllcc'J riiJlt:s or L<:s.s«'J obllptioa:a. whl:thcr ap=> or implied. • • • 
under thiJ lc.uc. 

I •• 7. NO DEDUcnONS. L=c.e >qc<:J IJ= all roy.Jtiu K<::UinC UllW thiJ ,..,.. (Uidudlnc those pajd ill ldnd) sbaJI be wit!tout deduc::ion (<>< tl-.e cost o 1 • 
produclns. c;uhcrinL ncriaL sc;~ontins. trclins. d<.!lyc!ndas. comprcssills. ptOCCSJinS. traospcrtl.os. aad otherwise aWclac the oil, p> on<! ot.~a pn>duc:s · • • • 
hen:un<f;cr rc.>dy for m e or w e. Lascc ap= to a>roput.t: Jlld pa y royaltia oa !he pos.s v>.luc rccdvcd. lodud.in t~ m y reimbuncmcnt:s for scvc.-.nce W<CS ond : 

0 
• • 

0 
produc:tJon n:lalal costs. • • • • 

I. PLANT FUEL A..'IO RECYCLED CAS. No royalty JluJI be poyable en any ps u aay rep==< lhiJ lnsc's ~roportica= sbon: o(>.~y tutl UJ<d to 
procw p> produced bcrcunc!a in any proc:.s.sinc pl:anL Notwir.'uundittc ony other provision of this l=c:. acd subject to ~'le wria.as ccOJ<!It or tl-,e owner of !I:~ soil 
>ncllhc Commwioncr of Ute Gcntnll..:u>d Ol'l'iu, LcJ.sec m>y rccyde ps (or au I!Jt pllfl'O'C:S oo r:!lo leued ~or (or injection into any oil or c» ;uoducu>J 
farmuion undc:rlyinc the l=cd prcmiJa >ftcr the liquid hydro=bon.s contained lD tile cu hne bc:n removed; no n>y.Jtics Jb..alJ be p• ysblc oo !he n::ycltd I'' 
until it is produced ond sold or UJ<d by !..usee in a tiWUler which cntiti<J the roy.Jry own= to • roy.Jty unda UtiJ lnsc. 

9. R OYALTY PAYME-iTS A..'IO R..E?ORTS. All roy.Jti<J aot ukcn ill kind sluJI be paid to tile Conunwioner oft:-.e GcnerJJ L.and Offi<:< ot Au>tin. 
Texu. in the followill c maMer: 

P•yment o( royalty on production or oil :and au sluJI be u provided itt t!:e rul<J set for.'l in the Tcxu ~gistcr. ~uJ<J cum:ntly provide thu royalty on oil is due 
ond mun be received ill !he Gcntnl ~d Ol'l'ic.c oa or bc(on: the 5th doy of Ute second 1110nth succeed inc the =nth of production. and roy.Jty on zu is due. >n~th 
mwt be n:ceivcd In the GcnerJJ L.and Office on or before the 15th day oC~'Ic J<cond mon~'l succucllnc lhc month of ;ro<fuc<Jon. =mp:anied by ~'le .t!id•"" ~. e f 
owner, monoccr or other outhcriud "'"',~ completed in the (orm :and nwu~cr ptc.~cnbed by t.~e C-caerJJ L.and Office :md Jhowin a:; the pou ornount :>r.d disp~s·u~~ 0 

lll o il >nd cu produced ond the mOIIi<ct v>lue of the oil :and , ... toe e ther with a copy of JJI c!ocun:cnu, record> or n:;ooru ccnlirminc the uos.s procuc~cn. diSpcSIUOn 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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and nwitel value .lntlodinc p.s meii:T rndinp. pipcli<Je rccclpa. ps line rece ipts md od>ct d>ed:J or mcmor=<b of amo\111.1 proc!uccd aod ~ iG':" plpdlacs, tlnla. 
<>< pootJ :&l>d cu hnu oc ps """'C. M4 any other reporu or rcconls whkll tbe Gc=nl Load Olfi.a: may ""!u.iro ID ~lila JTOU pcoduQioa, duposi~OI1111d 
m>ZUt value. ltl all coscs the •utbocity of a """'q<T oc acent ID act f<>< the t..c:s- bcrdll =-be l!lcd ia 11M! ~ Land Oft! ca. Each royalty I'")'IDcnl sJu11 be 
acc:cmpanie d loy • cbcck nub, sdlcdul c. summary oc odlcr rcmittmce ..tvic.o sbow!o1 by doe aslpcd GcncnJ L..md Otlloaleasc oumbct the lmOIIIU of royalty bela& 
pa.id on each lc-. If~ pays bls ~ty oa ocbc(orc thlny (30) <Uys &&rib. royalty s-rmcrwa duo, then Lessee .,......, a penalty of$% oa the royalty "or 
SU.OO, wtUchcvcr ts l""*t· A royalty paym.a>t'W!Udll.s ov.:t thirty (30) .uys 1.a1a shall..:cn>a apa:Wty of 10% of til<: ~ty due or ru.oo whlcbnv b ~. 
ltl oddi~oo to a paWl)', royaldes >hall acauc ltlt.c:rat"' a~ of 12% per year; such lolzrcst,..ffi bcpa ...,..,.;,, wb= the~!)' Is sixty (60) .U,.. ovadut. 
Amdzvia md svppott!a1 clocumcna 'W!Udl an: DOC t!Jt1! whca clue shall !Dear a pa:Wty ill m IIDOCIIIl mlry !be Cic=raJ Und Oft!cc ~rule whic:b b 
e tfcC"..ivc on the date wbcn !be .:!ldavia or mppon!n1 c1ccumcna wa-e clue. Tho L<:sxc shall bar Ill rcspoasi'bility for paylna oc awlDc ruyaldes ID be paid 11 
procr!bcd 1ry tbe due dall: provided bcnit>. hymcnt of the clciiDqucDcy pca.ahy shall !a"" way oponm ID poo!u'blt !be State's ri&)l.c offorfticarc as prvvlded 1ry 1rw 
nor ..:tiD postpone the dall: on which roy>Jdcs w.:re oriJiaally du&. Tile 2bon pa:Wty prorisioas shall oot J9Piy ltl = oftWe dlspuu as ID the Slal&'s pon1oa o( 

the roy>Jty or ID llW poctloo of the ruyalty in cfirp<mo IS ID bir m.a'at value.. • • 

10. (A) RESERVES, CONTRACTS AND OiHE:R RECORDS. 1-=- J11a1J IDIIII.ally 1\nlsh me Comm.isslcacr o( lbc Gcmnl Land Ot'!!ce...;~~o 
ia best possible estimate ol oil aod cas n::sava andcrtyiu1 thil lease oc allocable ID dlls lease .,d siWI furoisb said Com.tnissioncr with copies of >II coacncu tmda­
which p.s ts sold oc proc:csscd aod all lllbscqomt ~ JDcl oma>dmma ID sach CCUindS witl>iD thlny (30) cbys attz:r CU<:riac U..O oc m.ak!D1 -" ......,_ 
o.crccmcnts oc .,.,dmc:m1 S ucb oon<nc:U aod qro::cmcnt:~ w1>a1 ~ by the Oaxnl UDd Otl!ce sbaJ1 be bc.ld iJa coolldcDcc by the Cic=raJ t...4 Oll!co lmlcss 
Olllcrwisc aonhoriz>:d 1ry l..c::tsee. All od>cr"""""""' aod ruonls pc::<aioin1 t1> the producdoa. tnmportlrloa, sale md aurk:tia1 oftbe oil md ps pn:>duced oo said 
pn:mi.scs. lncJucllDa the boob and accoooa, receipts 111d dJsdlarta of all wells. 1mb, pools. me~~:n, mel pipcUDcs shall • aD times be .mbjcc:t ID iaspcctloo Dl 
c:umination by ~ Cocom.issicincr oC tbc C-cncnl L=d Otllcc, !be AtiDn>cy OeDcnl, !be Cicrn:mcr, ot the ~ of aay oftbcm. • 

(B) PE:R.\.fiTS, OIUL.UNG RECORDS. W riaz:u oodcc of all opcndoas oa t!W l=se s/laJ1 be submim:d to tho Comtnlssloacr ofd>a G<ncnJ 
Land O!llcc by L=c: oc ope:uor llvc (5) cby> befurc spd d.uJ<. ...,n:ovcr, t"C'CII!Jy, ~nry aboftclonmcnt oc pluc :and >Nndonmcnt of my wcU err wdls. . Soc.b 
wria= notice ID lllc OcncnJ Und Oa:Jcc s.IWI iac:ludc a>pies ofiUilroad Commls:rioo (onm for applle>doo ID drill Copies ofwdl t.c:sa. cOmplctioo Rports atld 
pluu lnr rc;>orU ~ be :upplkd to the Gcoc:nl L..md Otllcc "'the time they.,.. t!Jt1! with !be Teas ltlllroad Commission. All "!>Pilations. permits., rcpons or 
otho:r tllinp tbas ref= this lnsc Ot my ~i11e w-ell oa tile las<:d premises md u .. .mbmla:4 to the Tc:us R.Ulroad Comml.ssloo oc my oilier~ 
;accncy lhaJJ include the won! ·s~· i.o the title.. A.dditiooaJiy, ltl OCC<>re!ancc witiiiWiroad Com.ttlis.sioo rules. >ny si~ on tile leased pr=isa for tho purpose of 
idc::>tif)'inr wcla, t:aD..I: baaaics or oilier as:soci.alal improvcncots ID the Jmd must also lDcludc lloc .....,.,j •st2t1:. • l..=c<: shall supply tbc Gca<nll.md Ot!kc ..;th 
any =rds. mcmonnda. ac<:euna., rcpo<tS. cuttiap md oorcs. oc other lAformadoa rdadve to the opcndoo of the abovc-<lc:sc:ibc! pranl=, which may be 
reque>t.cd 1ry the CcnaaJ L..oad Ot!lce, to addldoo ID tbo.sc bacln cxpr=ly provldt1! tbr. ~ s!WI have m clectric:ol ond/or radioocdvi:y SUlTC)' made oo tile 
borc·hole scaion, &om lbc base of the sur!lw::e cuin1 to the total depth o(wdl, of all wells clrillcd oo tile lbove dcst::l'bcd prcml.s.cs aod >hall tnnsmit a tnu oopy of 
t.hc lor of each survey oo =:!1 well to the Gcoc:nl Lane! omce within flft=n (15) days .&r !be tnakiD1 of said survey. 

(C) PENAL TIES. l..c:s= shall iacvr a pc:Wty wbc:>ev<: reports. clocamcna or other man:riaJs :sre oot tiled In the Gcncnl !.aDd Olflcc •bel 
due. The penalty Cor l:w: liliG' shall be sc:: by til<: C-c:cnl Ulld omce a4min~ rule whic!l is ctrcctlve OD the ciao: wb= lbe tnat.crials were due i.o tl>c Cicncn.l 
Land O!lic:.:. 

II. DRY HOLE/CESSATION OF PRODUCTION DUlUNG PRIMARYTER.\t. 1!. dluiac the primary tcm hc=fiLDd prior to dl.sC<Jvcry aad product!oo 
o( oil or I"' on so.id hmd. l<::s.s« should drill a dry hole or hoiC3 thereon. or If durinc lbc primary t.cm1 hcroo( md a.tla the dis.eovcry and aauaJ producllon of oil or 
ps from the le:t>cd prc:nl.sc.s roc.~ produc:ioa tllc=f shouJd Cc::lSC &om any c:wsc:, thil lc:!S': sb.all oo< t.crmln:w: If on or bcforc the apintioa o f sixty (60) day> &om 
d>te or a>mplcdC<I oC so.id dry hole or ceumca of produc:loo t..a.ec C<>auncnc:u oddltioaal drilllnc or moorld.ac opcnticru thereon. or pays or tc:Jdcrs tbc next 
:annual dc lzy =al In the s;une m.zMcr u provided in tills lnsc. 1!. du:iJ!c the last yar of the prilmry tc::m or within sixty (60) !Uys prior thereto, a dry hole be 
C<Jmplct<d :u~d >b:u~doncd, <><the pn>duc:lon of oil~ p.s lhould ca.se for >Irf cnuc. l.=u'S ri&!>a shall rcaaiD i.o IWI fora: :and ctrea without l\lrtbc:r cpcn:loc.s 
until the c:tpiratlon oft.hc primary tznn: >nd i!Lcsscc lw not resumed production In pay\D& 'I'W"itic:s or the apir:Wou of the primary t.cna, Lessee may maintaln thil 
lc:uc by a>nducnnc oddidonal clrilllnc or rcworx'.ng opcnlioru punumt ID Poncnl>h 13, ttllnJ tbc apimion oCtile primary tc::m as the dale of ccssa.ticn o r 
production uncles i'>n.gn~h 13. Should the lim well or 1.0y subsequent well drillt1! on the lbovc dc:s='bcd l:and be complc:u:d ;u • shul· in oil or p.s .,..IJ within the 
prim>ry t.cnn hercc( l.o:s:scc m.ay resume payment of the annual rental in the same monocr u providt1! hc:n:in on~ bcforc the renal payi.nc ciao: followinc the 
expiration of six!)' (60) dzys &om the date of completion ofsuc:h lhut-i.o oil or ps well md upoo tbe bilun: tD maJc.c sucll pzyrtw.~t. thillase lhalllpso bc1o 
tcrminal:e. lfu tl:c cxpir:Wco of the prim3ty t.cr.n.,. 1.0y tlme th=tlu a shut·in oil or ps well ts loat.cd oo tbc l=d pr-cmisc:3, payments may be made Ia 
2ecordancc with tbe sbut-ia provis ions be-eo!. 

12.. DIUU.JNO AND R..EWO RXING AT EXPIRATION OF PRlMAlt.YTER.\ol 1!. at tile aplratlan oftbc primary tc:m. neither oil not psIs bciDc 
produccd on nid land. but I..cssc-e is tl:= ""Pr-~ in drill in I or ~rld.~c opcn:Jons Ill= a, this I= shall =in in ~ere: so len; a: opcn..Coru on wd w:!l or for 
drill inc or ..-..or klnc ofllty addir.ic n.al W<:ll are prcsceuttd in zood fllith md il>wortmlllllU manner without lnt=ujXioru tculinc more thao sixty (60) d:IY' durinc 
...,y one such op=tion. md if they result :a tbc production of oil lllldlor r.n, so lone tbctQttcr IS oa and/or psis produc.:d in p:ryinc quaotitics &oro s.>id land. or 
payment o ( shut· In oil or ps W<ll royalties or com I><= I'}' royalties is mode :as provided iG tb.ls I cue. 

13. CESSATION, DRllliNG.. AND R...."WORJ<INC. 1!. a&r t.h4 apinl.loo of t.h4 primary tam. productioo o f oil or ~ &om til<: lc.ucd pn:mlsa. alter 
one: obwncd, should= Ctcm 2lt'f c:swe. this l=c shall not =inan: i!l.aJn cc== ad41tlonal drillinc ~ n:woi'X!nc opcntlcru witlliG sixty (60) d.ay1 
after sue.~ CC:Ss:>tJon, Jnd this lc:uc >hall rc-:n.ain in 1\JIJ fo= md effect fer solon& IS Ncb opcnUON OOODOUC In JOC d wth l.Od In worlcnanJ!U maMCt' without 
in terruptions to w ine mon: than sixty (60) <h)'1- If sue.~ drillinc or rcworlcinc opcndons rcsult ia t!>c produetloo of oil or c:os. the l=c shall r=Wn io Ml fen:c znd 
effect for so lonc :u oil or psis produocd !rom the lc;ucd prcmi.sc3 In peylnc quantities err payment of shut·ln oil or ps well royalliC3 or payment of oocnp~'l' 
royaltiC3 is mode :as provided herein or u provided by law. ((the drill inc or rcworldnc opcntions rcsult in the completion of a well u • dry bole. thelt:LS;" ... m not 
t.crmin:uc if the L:.ssr:e commcnc:u additional c!rilling or rewor!cins ope~ons within sixty (60) d.ty3 after the completion of !he ""'lias a dry holc,llld thiS lcosc 
shall renuin in ct:'ect so long :u L<:s.scc eontinuc.s drilllnc or n:worl:!ns opcnrlons in rood bitb and In • worlt:manlikc m=o:r without intcm~ptions tot.alln& more 
th>n sixty (60) d.ty3. L<:s.scc shall live writt.cn notic: ID the General l.md Otllc: within thirty (.30) days oCany cessotion of production. 

14. SHUT·IN ROYALTIES. For purposes of this P=i!'>Ph. .,ell" me21\S :any wcU that lw beca = icncd a well awnbcsby the sw.c: arenct ~.uinc 
jurisd ic:ion ever the production of o il :and cu. 1!. at any time a1'ttt the <X;)intion of !he pritrwy Lrnn o( a le:uc tluL. until be inc shut ln. W1S be inc mainw.ct11 !" 1 
fo rce llld effect. a well c:~p>ble of produein, oil or p.s In paylnc quan~tics b loc.ud on the lc.=d pRmisC3, btst oil or cu is not beinc produced for lack c(suoub 

0 

pr od uct ion fac il itlC3 or lack o( a suit>blc marie ct. !hen wscc may pay iU a shut·ln oil or ps royalty an amount cqu;U to double !he annual rental provided In thct>l 
le:uc, but not lcs:s thlUI Sl .200 a yc>r for e>ch well c2pablc of produc lns oil or'"' In payiac qu:ontidcs. lfP=cnph 3 o f this l=e docs not speeit'y a dcl>y ~ 
unoun~ then for the purposes of this pony-oph. the del>y n:nul .mount shall be one doll>< (SI.OO) per >c.:c. To be d fect ivc, c..:h initial shut· in oil or '"' royallY 
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must be paid on or before: (I) chc cr;>ind"" of !be primaly t<na, CZl 60 ~lila the L=cc cc:ucs.., ~oil or p.s !rom !lie leo=! p~ or 0) 60 day. 
a!tu Lese. ccmple1CS a drill lac or moro<tioc opcndoa i.a ac:ccrd.ulcc witb the lcaJO provisioas; wllldlcva c!aLc !s lau:sr.. Suc!l poymc:tc lh.&ll be cn><lc ooc~r 
to tho Ccmmlssionc:r of !be Gc:>cn.l Lmd Ot'l5u md oox-lWf(l/2) t.o !be........,. or the >Oil. lfthe shat-lco oil or p.s royalty is paid, the lc.uc sluJJ be ccculc!ct<d (~ 
• producU>c lcuc 111d chc paymc:n shall c:xlt::ld tbc ll:r.:J or !lie lc:asc w a period or ooc yar !rom !be end or !be prim.uy lam. or !rem d-.c tim cby or 111c a>ontb .., 
followin1 tha monlb La which pn>duc::lo11 ceased. md. lila choc. It 110 sulublo pn>c!uc:tioa !>cilltic:s or suit:Lble awi<a (or ll'.c oil or ps cWu. L=cc auy t:Ucd tbc · 
lease (or &111r moro S>~ccas:iYe pc:ioc!s or one (I) yar by payinc tile.....,. amocw a.ch yar oa or bcWn: lbc apindoo of a.ch shut-in yar. 

IS. COMPENS.A TORY ROYAL TIES. 1.( C:rio& the pcri.od tbc !nsc !s Up< Ia d!'cct by P2Y=l of tbe shut-ia oil or ps ~ty. oil or ps ts sold ""' 
ddiYcn:d ~ p.,.U.c ~!rom a wellloaLod wit!W> ooelhcusand (1,000) r- o( lbo leased prc:r:Wa mel c:anplccd i.a 1bc = produc.i:lc n::a-toir, or lD aay 
gw La w.hich <lraiDqe [s occwrlDc. lbc ri~ t.o ccc.tiauc ID cWntai.a thc lc.au by p.oyicc thc s.!wl-i.a oil or ps ~ty sh.all c:a.c. b<lt the lease shall t=Wo ~· 
for thc rm>.l.indcr or lbc yar tor whk.':l lbc royalty b.u be= paid. Tbc L.cu<:c auy nWm;ai.a tbc ~ for !'oar man: suc.=JIY'C )'Qn by l.c:ncc poyio 1 ~ 
roy>Jty at lbc royalty rate provided i.a thc IQSC of !be m.a.rUt 'nNe ofproclu.cdaa (rom !be well c:aainJ cbc c:lnlm.le or'lllllc!l is ccmplc!Z<l iD !be....,. produ~ 
rcocNOir and wilblA ooc tboiWnd (1,000) !cd ofcbc lased pr=hc:s. Tbc cc~ry royalty [s 11> be paid mcnlhly, ooc-l>alf(l/2) 11> tbc Ccmm!sslooc: oftbc 
Gcn<nl L.and C>mcc and onc:-1Wf(IJ2) to lbc OWIIC:I' orthc JGil,. bqlaAlnc oa or bc6:>R lbc last clay or !be mooch roUowiAc tbc mooch La "Which lbc oil or p.s is 
prochoccd !rom the -u ems inc !be dnlzrac• or 11m !s ccmpln:d lA !be sa- p<0C111ciq t<;SCt"YOir md loc=d wit!WI occ cho=d (1,000) Cat of the 1=c4 prcmlsc:s_ 
If thc c:otn.pcZIWO<y ro)'lhy paid iA lll'f ll-mocub period is iA m JoiiiOIIDt lcs:s IliaD tile ftiU.&I sbat-io oU or ps ~ry. l..c=e shoJI ~ m amouot cqu:a1 t.o lbc 
dltfcrcncc wimla lblny (30) ~!rom tbc end oflbc 12-moadl period. O>mpcnwmy royalcy paymcm:s w!Ucb...., 110( cimdy paid will ac:=c pc:Wcy liDd i.ota= La 
accordanca with l'lncraph 9 o(t!Us lease. Nooc of tbc:sc I"')Yisioc.J will rclicw Lasco of tbc obllp.cioa o( r=socuhlc dc n lopmcm oor t.bc oblipdoa to dr:U olfsct 
-.Its u pn)vidclJ i:D Tc:xu N..,..., Rcsouru:s Code 52..173; bowna, albc ~ oft.bc Commissioocr, and witb the CommWiona'J ..nne. li'l'roval.lhc 
paymc:u o{ c:ompcns.uory roy>ltic:s em .msty lbo obllptioa to driD olr:la wells.. 

I&. RET AlNED ACREAGE. Nocv.i~ ozry ptO'tisloo o( !!Us lcuc to lbc ccca2ry, lila a 'l1rdJ producinc or apable of Proctacm 1 oil or p.s las 
~Ko ccmplc=d oa lbc lc.ascd l"=is<:s. I..cs>cc shall ac:cisc lbc dili&CD<ll o r a rasonahly pnuj=t opcncDt Ia c!riiUac sud! addtti..W ......,u or -.lb as my be 
rc.ason.ably occ.c:suty for lbc propa dcv<:lopcccnt o(cbc !cued praaiscs md Ia !ll.lri::11Dc !be productioa lhc:rc<lC1. 

(A) VERTICAL. Ia !he cvcc liW lase is in !otao :and c.trca rwo C2) )'Qn lila Ill& c:xrnooo date or the primory 0< =c!cd tc'm it s!WI!J>c.o lt:nninue 
as to all of !be lc:ued pmDlscs, EXCEPT (I) oro"""" SUJT'OUlldiD& c:aQ oU 'l1rdJ copablc ofproc!ucinc in poyioc ~=and 320 = rurroundi.ac c:aQ ps .... u 
C-'lj>ahle o( produclac la payinc quacuitla (Lac:ludlnc a shus-in oil or ps -u as prvvl4<d i:D hncnl>b 14 bacol), or a""'" upoa wblcb ~ !s tb.c:l e>J>~cd in 
ccntinuous drill lac or rewori:inc opcndcns. or Cl) !be number of ..au iDcludcd La a procluc:in&: pooled unic punuanc to Tow Nuunl Rc:soun:c:s CDdc 52.151-
fl.l SJ. or (J) Ncb cr=ta or lc:ssc:r cumber of"""" u m..y tb.c:l be alloc>ud &.r proc!oc:ioa pmposc:s to a pronrion unit fo< c:x:!l sue.~ prcduda1 well Ulldcr tbc rules 
aad rczul;atloo.s of the R.Uiroad Ccmmission oCTc:us.. or ozry ~ accocy, or otbcr zovczumcnLal authority h;rvinz jurisdicrioll. If .u any time U'tcr the ctfectivc 
d.atc ofthc pnal tczmin&tion prcv!sicns hcrcc( the ilpplic:ahlc fttld Nics llR c.h.mccd or the weU or wells IC>C:ItC<l tbacca arc rcclu.silicd >0 that less~· ts 
the tuftcr allc>alcd to wd well or wells for produc:ioa pW'pO>CS. this lnsc JIWI !bcrcupoa t.crmi1w.: as to all.=co not th=11u alloc=d to uid W<U or wells for 
productlon JIW'POSCS. N ocwitbsw.cllnc the tc:mia.ation o(th[s lnsc u to a portloG of the W>ds covacd hereby, l.c=:c sluJI ncvctbclc:.ss c:ontilluc t.o have lbc ri&)lt of 
ln!P'CSS t.o and czrcu !rom the l111ds still subj cc: t.o this l=c for .U )>W'pOU:S c!c:scn'bcd iA ~h I bcrco( toccthcr wi~~ ou=t:s and richt>-<>f-woy fer cilitin: 
roads. cx4tinc pipclinc.s md otha c::Wunc Cacilidc:s on. ova and ac:ou all thc i>Dds d.escn'bcd in PJninpb I bacof ("tbc n:t:uacd lands"), !or acccu to >t~d !n>m tbc 
n:uincd Iancia 011d fer the &"'-~mac or tniU'pOn.Uioo of oil. :.u a.ad other a:LiGcnJ.s produced !rom t!:.c t=lncd Lands. 

(P) u09 '70.7 AJ..Ja~ ••ii i Mc id w..Ma -~ •l"o•ra @:))e ... eAws.t.ersp· ' 12 ~ue a( tae,...._.., ,,IIIR.eftd 
tcnnwtc u to all dcptlu below I CO Cca below the rota! dc;ltb drilled (hc.rc ina.da "deeper c!cptluj Ill acb 'W<lll 10 :an graph 16 (A) 
&hove, unless on or before two (2) yc= lila the prircwy or cxtcldcd tam 1.== ooe-lWf (l/2) oftbc bonus ori~ally paid u 
considctadon for this lc&>c (as SJI<ell!cd oa c paid. liW lc:uc slWl be In (oru a.ad cf!ca u 10 ~ du;>cr c!c~tlu. :and said • • 
t.erminatio:t s!WI o nal period of rwo (2) y=> aod >0 looc tbcrol1la u oO or p.s b: proc!ou d in payinc qw.ntida !rem such deeper dcpdl.l • • • • • • 

• 
• 

(C) IDENTIFICATION AND FlUNG. The surface x:cacc rcalacd bacundc: u to C20 'W<D >h.all. as n=iy u pnc:ical. be iA the fcrm of a >q=< wich • 
the wcU locaLe<~ In !be c:cntcr thcrco( or JtWl olhct sha9e u auy be approved by chc Cotnmiuioaa of chc Gc:>cnJ L>nd Ot'licc.. Within thirty (JO) d.ays alia p.,;.,t • • • 
tcrmilwioa oC this leuc u provided hcn:i:D. l.c:ucc shall aecucc ;and m:ord a rc lusc or rctcasc.s coct>.lniGc a mlsfa.c:-.Dry lcpl c!.esciptioc of the :oc:a;e >tl4/or • • • 
dc;>tlu nee rc.~d hcrcWldcr. Tbe r=ordcd rc lcsc.. or a =tilled ccpy ofAme.. shall be filed iA tbc Gc:>c:al U..d Offi«, ac:ocnpanicd by the lilin& fcc pn:saibed • • • 
by chc Cicncnl L.and Office rules ia d'fea OG thc <!.au: tbc rclcasc is tiled. !(Lasco fails or rc&scs 10 execute aGd record tucb rcl=c or rc l<21a wilblA aincty (90) • • • • • • 
d.ays alia be inc roquc:stcd to do >0 by the Gcncnl Land Offiu, tb.c:llbc Ccmm!.ssloacr .u !lis >ele dlsc::rcdon ro-.y daipw.c by wri= ins:rumcnt the aaco.&< :md/ar 
dc;>r!u 10 be rdcased bcn:Wtdcr aod n:ccrd such ilutNn:cat .u Lasc:'s CXJICIUC io the county or ccu.adc:s whac !he !cue [s loar::d ond in chc official n:c.ordt of tile • 

Oalcnl Land Ofl!cc >nd such d.esi~an Jhall be bindlDc upoG l.cucc 6:1< all~ 1 • • • 
.t •• 

17. OFFSET WELLS. Ncitha the boniiS. dcl;ay rau.all. ncr ro~dc:s paid. or 10 be p~d. Wider this lc:uc shall rcli~ l.csl= of!W obllpdco a> pro= 
the aU a.ad c:u under chc al>ove-<lccn'bcd land !rom bein& ~cl. Lascc, subiCS$CC.. reuivcr or othc: &CCIIt la CCI!a'OI o(the l=cd p-rcmisc:s shoJI clnll 1S many : • • • • 
wcl[s :u lbc b.ct5 m>y justify and JIWI usc '!>PIOPri= =and clriiJ t.o a dc;>th cccco.wy 10 prcve:>t undue ~e of oU and ~as !rom the !czcd prcnilia. In • • • • 
addition. if oil :mdlor p.s should be produced io ccmz:n=i.al qumtilic:s wit!UG 1,000 (cct of !II<: I cued pr=iscs. or iD a.ay =• where :1-.c I cued prcnisc.s is be inc 
c!nincd by produc:loo o ( oil or J:U. the L=ec.. sublcs.s«o rceciYa Ot othct accnt ill control of the lczcd premises lh.&ll in cood bUb bel in the drill in& o f • ..... 11 c r. 
wel ls upon the lc:ued prcmlsc:s within 100 ~ .t1u the dnininc .,.u orwclb or the well or wclb complc--" within 1,000 feet oCtile lnscd p~miscs swt produ<'-"1 
in commercial q1Wititic:s 111d th• ll pros=.:te such drillinc wit!! dilicc~<=. F~lurc ta utirfy the S".:1DJU>ty offs<t oblic:ulon m•y subj ect tills lnsc and the 0""'" of the 
soil 's • ccncy ri&,hu ta forfcitw'C. Only upoG the dct=ninatioo of the CommU.sioncr of ll'.c Gc:>cn.l Land Office and with his writ:c> •pproval = Y :1-.c: ~~to( 
com pensatory n)yalty under '!>Piitahlc S"->A~tory panmctcs satisfy the oblic:ulon t.o drill an orfset well or wclb requind under thu p~ph. 

II. FORCE 1'-WEURE. U: ~ • &ood ~~~ ~!:'or<.l.<J.s« is provcutcd ~m complyinc will> any cx~n= or lmpli~ ccvc nllll of !his lc:asc.. from 
con ductinc drill inc opcnllons on thc l=cd ;>remises. or !n>m ;>roduCIIIJ oU or aas !rom lhc lt..sed pn:mhco by n::ucn o(wu, n:xllion. riou. s:\l<c:s. """ ofC-ocl. or 
any valid order. ru le or re(\ll:u!oo ofcovc;nmcnl>ulhority, :h._., while so pr:vc..~tcd. L.c.uce's obliz:Won to comply with sue~ coven""' shoJI be suspended .,d t.=c: 
sh>ll no t be liable for d.amacc.s for failun to comply wilh such covcn.anu; addjtion&ll7, tb!s lcue shall be cncndcd while !.usee [s prevented. by any such ausc, 
from conductlnc dtilllnc 111d rcworlcioc opcnllons or !rom ~roc!ucinc oil or cu !rom the le>~cd ;>n:o:ni.sc.s. However, nolhlnc in cu pan.;.~h slull•uspc•d tl"r .

1 paymcnl of delay rcnl.lb in order rc majnuin th[s lc:uc in c!:'cot dwinc lhc prim;ary tum in the absence ofsuc:h c!rJiinc or rcwor!Cnc opcr:ulons or producuoa 0 01 

or :u. 
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19. WAAR.ANTY CU<.USE. Tbc owner of the soil W3/T2llts >lid :acrccs 10 defend llllc ID tbc l~d pmnlsa. lithe owner oflhc soD debults In 
p >ymc:lu owed on the lc=c! pr<:misa. l/lc:n I..<:sKc m>y re<!ttm the ri Jha o ( tbc owner o( the soil In the lnscd premises by paylo& any mortp&c. tzxa or odtc: llcns 
on the !cued pmnisc.s.. lfLascc nukes payments oa bc.!Wfofthc O'I'I'Der of the soil unc!cr this ~h. Leucc m>y rccovu the= oftbc:s.. JnYTUcnu ~ 1bc 
n:nt>l >nd royalties due the awner oftbe soil.. 

20. (A) PROPORTIONATE REDUcnON CLAUSE. If the awocr of tbc JOil awns less tb.m !be c:ndro undivlc!cc! .surfxa c:rb11t 1o tbc ~ 
dcocribcc! l>.n<l. • h<lhcr 0< aO( l..c:scc's intc=st Is specitlcc! hc:rtin. !ben lhc royaltla and rc>t:ll b<:rc!A ptOTic!c4 ID be paid to the ownc:r of !be soD ih&JJ be l'"ld 10 lob I 
in the pn>poruon which IUs incue:st ban ID !he e~tirc anc!"rridec! JUrf>GC cswa and !be~ mel n::nt>l hctCD provided 10 be paid ID !be Commisrioncrof lbc . 
General L>nd otllcc o f the St= oCTaos s.b.a!J be likewise proporti<>n&I.Cly mluced. HoW"CYcr, belD"' l.csseo odjw:a the royalry 0< ncnt:al clue rolbc c:oa.nu.no- ( 
the General L>nd otllc:c. ~. or his :wlborizcd rcpn:oc~ m\ISt submit ID !be CcmmlssloDCr of the Gc:>enl !..me! Omcc a wrillel -which C<J>bizls ~ 
dlscn:pancy berw= !he int.c:rc:st p~ l~c! under tbls l=c mc:t tbc aam1 buztcst O"WDCd by !be .,.,.,. o f !be soiL The Commissioner oflbc ~ La.! 
Office shaJl be paid tile value of !be wt:cle l'f'O<Iactloa aJloablc"' ...y 1mcllvlded iz>.czrcst DOt c:ova"Cd by a lease. las !he propo<tion&I.C dcvclop!Delt and~ 
con >Jioe>hlc 10 .noch Wldivlc!cd int.crc:St. H._.,..,., In no CYalt shall the Commissioner ot !be Cicnc:nl La.! O!!lcc rca: ion as a royaJry on tbe cross productJan 
aJ iae>hlc 10 <he lltld!vlded in=t not lased m .mow>< less tb.m the nluc o(~th (1116) ofsucb """'"proc!uctloa.. 

(B) REDUcnON OF PAYMENTS. 1!, c!urinc Cl>c primary cam, a port!oa a( the Lind OCIY<nd by this lase Is included -..!!hiD t1>c botllldar!a 
of> pooled unit thall\as bee :tpprO~ by the School Unci Board and !be owoc:rotlbc JOilln a.cxcn!mcc...;m Nm=J R.cour=s Co<!c: Scalons 52.1'1·52.154,.,. 
iL u lliY time >J".a the oxpintioa o( tbc ~rlmary c.crm or the c:xt=lded tc:tm, this lase coven a lesser number of x::a than the total llrllO\lZ1t dcscn"bcl hcn:U., 
pnymcacs thai ore mode on • pet ac:-c: !»:sis bo:rcunder slul l be rcdllccd ..:corclinc 111 !be aambcr of x::a pooled, rda:sed, S1olrT"CDdcrcd, or cxhcrw!M kftrod. ,. ~ 
paymc:>ts del.amincd oa • per acn: basis UDder tbc =s or tbls leaH duriDc !be primuy tam shall be alculm11 based apoa the lll.lmbcr of acres ow. ide cbc 
boundaria o(a pooled unit, 0<, If >Au tbe cx;>in.rloa at the primary tc:tm, the aumbcr of aar:s ac:ually n:tliod me! ..,...cred by tbls leuc. · 

21 . USE OF WATER. l..G:u slWJ hzvc the ri&)lt 10 ~ wotcr:m>duced on .said Land~ fcr~oas tiDdc:r thls I~ uccpt ..._11-om ....n..,. 
Ul\b o (<he owner o( !he J<>il; provi6cd, ~cr. L..o:n« slu.Ll 1>0t usc potable wua oc water :ro iQble for liv=toclt oc inicodoo purposes for ........tlood opcruioaa 
"'lthollt the prior consent o(tbe awna o (tbc soil. 

22. Al!THORIZED OA.\.tAGES. Lase<: slull pay the own<T of Lbe S<l il tbr c!>nuces =d by its opcntioru 1D all personal pn>pcny, lmprovcmcna, 
livatoclc ""c! crops oa .said I >lid. 

lJ. P!PEI..lNE DEPTH. When rcq~d by Lbc owner o( the S<>il. !.c:sUc s/WI biU)' its pipdl.acs below plow defth. 

24. WELL LOCATION LIMIT. No wd.l shall be drilled oc=T Ibm CWO bundrcd (200) feet 10 ltrf house or bun now on said ;n=iscs without tile 
writt<:n cor=nt of tile owner o(tlle S<>il. · 

25. POLLlJTION. Ia develop inc this .,., Las~ sh.al.l usc Lbc biJhc:st deuce of core md all proper safc;uanis 10 prevent pollution. Wltho\1% lUnitinc the 
(o n:;oinc. pollution o( coast:>! ~tlands. rwunJ wo~ riven and impounded wua 1hall be prncnrd by the l.rSe ofcoatlin.mcnt bali des sutllcleat to prncat 
spilloge. se<pacc or v ound w:wr coat>minadon. In tile evrnt o( pollutlon.. l..d:scc slull usc a.lfrnnru u its clbposal "'rcc:19~ aJl escaped by~ns cr olllcr 
polluunt aod shaJI be res-poruiblc for all d~ 10 public :md priv:m: properties. L<:ucc shall build aod <Dalnwo ll:Dccs orounc! its slush., sump, and dr.linqc pits 
and unk b1acria "' &SID prou:ct livcstoclc l.pinst los.s, clam>cc or injury; and upon complctloa or obmc!onmcnt o!ury -nor wclls, L.c.scc shall till and Inc! lll 
slwh piu and ~lla.rs aod complcu:ly cJcn up lhc dtillinc sitt o( aJJ rubbish thc.n:on. Lase< sball. while conclw:::illc op<r.Ulans oa the lc:tSCd pre:nlses, 1ccq Aid 
pre:nua ~e of :all rubbi.sh, =s. boa! a , paper cups or pti)~ and upon completion ofopcnlloas shall rate"' the:~ o(tlle !me! tD a:s n= ics original 
condition me! contours :zs is p=ti=ble. To.nb aod cquipmc::Jt will be lcrpt painr.od ond prcscatlble. 

26. RE.\.IOV AL OF EQU!P:.IDIT. Subject 10 lirnit:llloru in this paracrzph. Lase< shall hove <he ric!tt 1D =~ tnachincry mel l!xtlrrc:s plac:d by 
Less~ on the lc=d premises, includinc the riel~<"' c1nw and n:movc =inc. withia one blllldn:d twcnry (120) c1zyJ a&r the cxpin.rloa or lhc tmninadoo of this 
le:uc unless the owner of the S<lil """"' Lc.scc an c:xtctulon of tbls 120-<Uy period. H.owcvc:", I..=a: moy oat remove =inc &om my ..... n QPable at producinc oil 
ond I" in payinc quontidcs. Additionally, ~e moy not clnw ond remove cas inc untll >4cr thirty (JO) cllyt writtz:n code: Ill Lbe Cornmissloncro( lhe G<ncnl 
Llnd Of!i~ ond to the owner of <he soil. The owner of the soil shall become the.,..,... o(:rny mac..~incry. t!r.wu. or =in& whic:.~""' no< timely n:movcd by~ 
under the «:mu of this pongnpl\. 

27. (A) ASS IGNMENTS. Undc:r the: conditiotu conwncd in this par:tg:2ph and J'>nv-lpb 29 ottbis l=sc. the rights one! csw.c::s o f either patty to this 
l=c moy l>c nsi&ncd, io whole or in pan. and the prcvisiotu o(thu lc:uc shall~ 10 one! be bind inc upoa their he irs, d.cvisco, legal n:prcscnwives, successors 
and w igns. However, a clunge or dlvuioo ia ownership of the lo.•<!.. ~~tal:!. or royalties will not clqe tbc obl ip<ioc.s of~ diminish the ri&hts. privilct= 
and = o(Lasec:. Impair the c!'!"cc::ivcoess a ( any payment m•dc by L=cc or impair the ct!ectlvau:ss otony :act performed by Less=. And no c:.~aocc or 
divis ion in owncrslllp of the land, rcnuJs. or royalties shaJl bind Lessee (or any pwyosc wtil thirty 00) cllyt wr the owncro(the soil (o r bu heirs, c!evuec:s.lcpl 
re;.=cnutivc.s or assigns) l\lmlshc.s Lbe Lase: wiLb ~factory wriacn evidcn~ of the chance Ia ownasbip,lncludinc tbc oricinal ~.()rded munlmcnts oftWe (oc a 
ccnificd copy of sue!> origiNJ) who the owt~=hip cbonc•d be= of a convcyoncc. A rotal or patti.al u:s icnmoa.r o f <his lc:uc shall, tD lhc cxu:nt of the iataen 
assi&ncd. relieve ond duc:.'w"gc Lase< o faJI su~quent obliptions under Lbis l...se. !!this lase is zssigned ia iu c::Jtirety :zs Ill only part of Lbe aancc. the ricin :me! 
op tion to pay n:ntal:l shoJI be apporuoncd u between the several owners rusllly, accordinc 10 the :trc:t or =h. and fa.ilurc by one or more o f lhcm 10 pay his .slure of 
the n:nuJ shaJI not llfcet this lc:ue on the pan of lhc land upon which pro r>U rentab uc: tim<ly paid or trnc!cred; ho_.rcr, if <he usignor or usipu:: dod not 6lc • 
cer'Jfied copy o(suc.~ usiiJUT'C"l't in the General Llnd Office befon: the next n:ouJ paylnc .W.:.Ihe c:ntirc le:ase sh.al.l trmtizu:.c ror f>ilurc tD pay the cntin: rent>! clue 
under P>nVJph J. Every usignc: shaJI su=ed 10 ;all ric.~ts md l>c subject to aJl obllp.tions. lwilitiu, llld .,.,Wtia owed 10 Lbc SULe by lhc oricinallc.sscc or any 
prio r w ign<:< of the lc:uc, including ony liabili tic:.s to the Suu: for unp:lid royal ties. 

(B) ASSIGN:.IDIT LIMITATION. Notwlthst:>nc!L'I any provision In P~h 27(&), it Lbc owner o( Lbc soil uquirc.s Lb is l=sc In •hole or in patt by 
:us ipmcnt without lhc prior wriacn approv:a.l o (thc Commissioner of the G<:ncr.ll l.>nd Ot:licc. Ill is le:ue is void &S of the time of usipuncnt ond the •1cncy power 
of the owner m>y be (orfc iu:d by lhc Commwioncr. An :uslcr.mcnt will be c=u:d as i(it wen: ruaec 10 the owner o f the J<> il if the usig;u:: is: 

(I ) >nominee of the own•r of the S<lil; . 
(2) • co~or:uion or subsidiary in which :he owner otthc soil is a principal nockholdcror ls on employee of such • c:orpor:uion or subsldtary; 
(J) a p:&ro~crship in which lhe owner of t!le so il ls a partner or ls an employe<: o f such • partnership; 
(4) a principaJ stOckholder or employee o f the corporuion which Is the owner of the soil; 
(S) • p:utncr or employee in a p3ttllcnhip which is the owne1 of lhc soil; 

• • •••••• • 
• 
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( 6) a tiduel&ry fD< the owna of the soU; !DcJudlnc but 1101 lhnl«d to a ~ lNStCC. cxecutD<, admiD i.nnlor. = iv.::, or ~ for !he 
Owt>er of the so~; or 
(7) a bmlly mc:::cbcr oflbc owner oflhc soU or R laiiOd 10 tbc OWDCr o fcb.c: soil by .....m..rc, blood. or adoption. 

ll. ~ES. tJac!cr lbc ecndltloru coatl.iDed In this ;pancnph md ~h :29, L=oo fll'1>1 ony llmc c:uco.u.e md ddivcr to the owuc:: of C>c ~ 
m~ piau of record • release or n:Jcasc:s CX>V<rinc ury pordoa or portloo.s o f tbc lased prc:niscs, aad lbcftby SI.U'm>da thls lase u 10 sucl1 ;portio a oc pon~o..., .:; be 
relocvcd of all subscqucl obllpdoas as to >aa&< sum:adcrcd. U>Zl'f panofthls lczse Is properly JWT'Cl>dcrcd, the d<~ m>u.l due under this J=e WJJ be n:.."uc.:d 
by !lie proponloa tlw the nurend=d ac:ra&e bars to lhc ~ w!Uell was covcm! by this lase lm.a>edb.l<ly prier 10 sucl1 =da: howeva, sucl1 Rlcasc ....;u 
no1 rcJic'fl Lc:suc of ony llabilll.la ~ rnoy ~ acau.cd under this lease prior lD tbc SlliTCidc:r o( such~ 

:29. FII..!NCi OF ASSlGNMENI"S AND REU:ASES. Uall oc rat port of this Jose Is mlp>ed oc rcleucd.. sue!> Ulirnzn.cnt oc rc!=c nrw:t be ICCCT'dcd . 
~ CDUDI)' when! tbc land Ia slllWcd, ODd cb.c: r=>nfed inslnlmau. oc a copy o(cllc r=>nlcd i.asc-cc>a>tccnWcd by tbc Cowuy O<TI: of the a>uncy lo W!Uellthc "' 
~Is ~d. mwt be filed iD tbc G:aeral t..nd Otlloo widUa 90 days o!rbo J.uz cxecaioa .W.. x:compa.aicd by tbc prc:scibcd liltnc fee. It aoy J\.C 
ossopwcalls DOl >0 lild, cb.c: ridu;s ~under thls 1.-Wll be subject 10 Corfci iW'O a tbc opdon oftbc Cocn.misslona oflhc Gcnerall.md Ot!Scc.. 

30. DISCLOSURE CLAUSE. AU prov!lioo.s ~~ 10 !be lase oftbc abcm:-<lc>aibcd bad b.>vc: bcca !Deluded In tlW instnunc~ iDcludJDc C.e 
=u:mc:n& oflbc lrUa coasidcntloa to be-paid li:Jr !he ctcCIIdoa of this 1-- &Dd c11c ridu;s md chzda oflbc pWc:s. AIJy co!Wc:nl ~ coacc::ulnc the 
clcvdopmau of oil Jlld p:s Croll\ tbc ~d ~ whlell ...., not coaa.Jacd Ia 1his lease render 1his lc:asc il>n.lld. 

. 31. FIDUCIARY DIJTY. lbc owacroftbc soLI owes the State a !~doWry duty aod =fully dlsclosc my fac:s .tr=lnc the Slat<'> iat=::st tn doc l=c<~ 
!"='ua. Wha> the iDIC'al:s o f the owner of lhc soil cr:m11Je1 wilb lbo$c of !be State, !he .,...._a ofd>c Jail Is obur=d to put tbc Sute's izu<::=s bc'.orc his pc=IUJ 
m<c:su. 

32. FORFEI'TVR.E. It l...csscc shall WI oc re ~ to aWt.c !he paymc:at of my """ witb.iD llWty 4.tys &!b::r it becomes da.c, or ii !.= or .., W1ll«izcd 
~= ibou.ld la>owiac.ly aWt.c :u>y (3lsc relllt'D or (3lsc rcpo<t conocmi.cc ~ ot drilliac. oc it L=oo s!WI &..1 or refuse to drill any ot'fs<1 - a or - 11s ;, l ood 
faall u rcquln:d by Law Uld lhc rulc:s o.ad n:;uiuioru adopted by !be Colllli1Wioncr of !be GocraJ Und Otllcc, oc If~ >hculd !ail to file n:pons ia lhc 111anncr 
Rquircd by law or biJ to comply with rules and n:r..Liwons proraulpled by lila GcDcn.l t..nd Ot!icc, the School t..nd BO#C!. or tbc !Uilrood Commwion, or lf 
Lcssco should refuse the proper aulboril)' acccs:s to the '""rd.s pc:Ui.<Unc 10 opcndocu. ot i!l...csscc or ., :wtho ri:zrd ac= should bowit>Jiy b.il or rcl'u.sc 10 pvc 
com:ct tn!omwloo 10 the proper authority. ormowinJ)y WI or rc~ to 1\mUsb tbc GcDcn.l Und Office a coiTC'ct loc of my - IL or i! l.asce siWII::nowincJy 
'riol>1e my oflhc material provisioru o tthls !cue. or i!d\is lease Is a.s:slp>ed md c11c u:slcnm=< Is oct died ID t!>c General t..nd Ol!icc as ~d by law,ltc richa 
acquired under this lase lh&ll be subjca 10 fcrfeitun: by c11c Commis.siona, aad be liWJ forfril Jm>< wbcn su.lllcicDtly iala<med oflhc b= whlc!! • •"thoriu a 
for!cicwe. and whcu forfe ited the &rca s!Wl ac3in be $Ubjcc:t to lc= uader lhc ll:nDS oftbc Rclinqui1hmcut Act. Howncr. aotllillc hcn:in siW.I be cc=cd., 
'lnivinc the automatic to:::m.ilwloa or crus IQS4: by opcroL!on oflzw or by r=oa o( my :spcci>l llmit>.t!oa w ine hereunder. Forfei= mzy be SCI .. Ide ..,d C.is 
lase and all ri&hts thereunder Rinstaud before tile richts ofanotbu lnlcrVC1lC upoa ~ry evidence 10 the Ccmmis.sloncr oflhc General t..nd Offi« ofllotur< 
compiLancc wilb lbc provaloa.s of the I""' :and o r Ibis lc:uc and !be rules aad rqubllcru tlwauy be ;adopt<d rclotivc bc.:cto. 

33. L.IEN. Ia '"o rdoncc with Tc::a> N>.lllnl Rcsowu:s Code $2.136, d>c Sew: slW1 b.>vc: a lim lla1 a pen :all oU and ps produc:<! fn>m lhc .,.... co•cm! 
by this lease to SCCW'< payment ofaJI wop aid royalty ond other .NmS of toeocy ll>al t1l'1 bceome due ~mc!cr this l=c. By ac=~uncc of crus I= l..c:s= en.><> the 
State, in addition lD tbc licnl)<Ovlded by Tc::a> NOll.ln.l !lLsoun:a Code $2.136 md any odla >!'Pli=blc staaltc ry II<:~,.., apr= concnc:u.al liCll oo and =wity 
ln!c."CS% in :alii cued mmcnls i.e :u>d CXlnC"..Cd fn>m the leased prcmUcs. :all proca:ds whlc!! t1l'1 ac.c:uc tD Lascc fn>m !he sale o r suell lc=d :nincn!s. wbcl.'la sue!! 
proeo<eds arc held by L.c.sscc o r by a !bird pari)', o.ad all !ixnua oa and improvancnts to !be l=d pr=iscs wed i.e COMCcdoo wit.~ the production ot pi"'C<:SS inC of 
such lc .. ed miacnls in onlcr 10 secure !he payment of all royalties or olbcr amoana dw: or 10 become: due under this lese and to s.ccun:: p>ymc:ll of any dam.>&= or 
los:s tll.all=o r m.ty suffer by reason ofl..=ec's bru.c.'1 ofony covc:wu or coodidoa oflhis lc=:. whether express or implied. This lien :cd sco:wity in= aay be 
lo=losed wilb or without coun proc::camr.s in the ononncr provided iD !be 'Tldc 1. Cllapc:r 9 of !be Tau Business ..,d Commeroc Co<IL. L..cs.su acreu tll.all!lc 
Commwiana may requir'c L=ec to c:xc:ua: U1d m:crd such In=c:nts zs may be r=onably o=.uy ID xbowlcdcc. =!! or pcrfc:t this lien. L=« bat~:. • 
rc;JRSCII:S that there ate DO prior Or supcr.or !lens wine (rom and reWinJ ID Lcsscc'J aaivitia upoa !be ahovc-daeribcd property o r fn>m l.=~J acquisilioa of • • • e e • 
tlW lase. Should the Conunwioncr u any time d.c:czminc that Ibis rc;~n:scnadcals tiO( r:uc.lhc ~ Comru.iuiooct may d.cc!arc this l=sc for!cia:d u provi~cd • 
hcn::Z.. • .. . 

. ~4. POOLING. Lu.Je~ is h=by P=l<d the ri&hiiD pool or uniazclhc royal!)' izl=c of the owner of !he so il under this lco.se will! any other l=chold : • • • • 
or m oncn.l oniUC:St fDl lhc cxplo=on. deve lopmenl &Zld production of oU or ps or either of !hem upoo ~ wnc «::ms :u sJWI be :o.pprovcd by the Sc.'lool t..n4 
Board md the Commwioncr o f lhe Gcncn.J L.ond ot!lcc for the poollna or W>ilizin& of !lie ln= of !he S tate under tiUs I=< pum=oi!D Texas Nan=! Rccnu= • • • 
Cod.c 52.1SI-$2.l.n. 'The ownaoftllc .soil a;recs that lhc tnclwioa o f this provision in this I= ~lies the executio n rcquir<:!c:nU S"~d in Tcx.u ':'11JlJr.ll • • • • • • 
R.c=w=s Code $2.1 52. 

H . INDEMNrTY. l=cc h=by rcle:ua ond disc.'w-&u the S tau ofTcxu a.Ed !he oWl>Ct of the soil. !heir o!:lcc.-s. cmploy<'C3. p.r.:ocn. acc.11S. t • • • 
contnctors. subconlrXU>rs. JUCSI:S. invi tees, aad !heir rapcetivc sueccsson :u>d as.sips. of ..,d (rom :all aad any &cdoru and =.acs o f octioa of <:Very D&DIR. or otl-.ct"' e l e • 
lwm. iadudlnc cnvironrncnu.J lwm. tor w hic!! recovery of dona& a l:l.souch~ lacludtn~ bul oot limi«d 10. all lcwa and C:Xpc:1>CJ which arc oawcd by tile 
&etivitia o f L=cc. iu ot!'ic:trs. c.mployc=. aad ace a wine ou1 ot; ineidc::ua.l 10, or n::sultin& fn>m. tbc opcndons of or fer I..c:s.K: on the I cued prcmlsco : • • • • 
hereunder, or lllat may orisc out o r or be occ;uioncd by l..c:ucc' J brn.ell o f any ofl!o.c IUmS or provisic ru o f thls A~~ o r by my other cc~i,cal or saic:Jy lbb!e • • • • 
oct o r omis.sioa o fl..csJcc. Fu:tl\cr, l...csscc bCTCby """a to be liable for. c:xoacntc, Indemnify, d.cf""d ..,d hold !wm.las the S~ of Tcx:u and !he ownct oftbe JOil 
their omcm. employee and accnu. !heir sue=~ or itS.Slpu, aplnst any and aJI claims. li:obil itics. losses. cUm&cu. ac:.lor ... pc:1ona.l tnjwy (lncluc!ln& deu.\), 
COJU and cxperuu. o r other barm for w hich n:oovery o f damacu is sou&h~ tmd.cr ury d:C"Ory izlc:!ud11C IDrl. co= or strict li a.b uil)'. includin& J.llOmeys' (ceo :a.,d 
other lc&aJ c:xpc:ua, lacludins those relu.ed 10 c:nvironmcnu.J hu:>rds, on lbc lcued prc.'niscs or in 111y ""Zf n:lu.ed lD ~e·s failure :.0 c:cmply widl~t~Y >~:d Jll 
c.wironmcnu.llaws; thou vi s ine (rom o r ln >ny W2Y n:l.u=d 10 L=c:'J operotlons or ony olha ofL=c 's actlvill<l on lhc le;ud prcmisa; t.~os.c win& !rtlm 
~·s use o r the swfac:e of !he !cued prc."!!isa; ond those thu may orisc ou1 o f or be oc=ioned by La='s brc=~ of any o f :he temu or pro•isioas ofllus . 
Acreancnl or >ny olhcr XI o r omwion o r Lcs.scc. ia dircclers, officers. cmployca. panncn. agc:~u. coo~nCU>rs. subconcn.o:ors. ('JesU. invit.e:s. and their rupeC"Ovc 
suc=sors and u.sicru. Each uJi&ncc of this Ap"Cemen~ or on lntcre.sllherc:Z.. acn:c.s 10 be liable fer , cxoacr>Lc, Indemnify, dcfcnd and hold !wmlc.u the S~:c of 
Tcx;u aad the owner of !he soil, their offic:rs. employees. and •&•nu tn !he nme maMcr provided above In COM<Otioa with !he ac: ivitics ofL=c:. iu ot!'ic.::>. 
employcu. and occnu u dc.scribed above. E."<C EP'T AS OTHERWISE E:Xl'JU:SSLY UMTTED HEREIN, ALL Of na: ll''DE:IINTTY OBLIC-' TIOI'S 
Ao'ID\OR LIABILITIES ASSUMED liNDER THE TIR.'I1S O F THlS A CRLI.\iE.'<'T SHALL !IE WTTHOt!T UMlTS A."1> WTTliOUT R!C.UW T O 
THE CAUSE OR CAUSES THER.EO F (l:XCLL'Dil'IC PJU:-E."<ISTINC COf'(I)mONS), STRJCT LIABILITY, O R TIU: 1'/EC LICE:'>'Ct Of A-"N l'.lRTY 
O R PARTIES (INCLtJD!NC THE NECLICE':'/Ct OF na IM>E.\iN'IFliD PARTY), WHETH£R SUO! :'IECLICE.'ICl: BE SOL£. J O ll'IT. 
CONCURRE:vl', ACTTYI:, O R P ASS IV 'E.. 

. ' .. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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J6. ENVIRONMENt" AL HAZAJUJS. 1..c:u« shall usc !be hish= deu<• oC co:n: a.od all r=soa.able Jafei'JUd.s tD prc-vcn1 conl1minatioa or poOUIIoa ~ • • 
""Y rnvironmcnul mediwn.. lncludin& soil. surf>« wuus, l"'unc!wuu. scdlmc:us. and~ or JUbsurl">a: s<nU. amblcnl alr or zny olhcr -~ ~ . 
i.a.. on. or WJdcr, the lased prcmlsa, by aay .....-.c., pollaunt. or ccnWulnant. Lcssco shall oot brin& or pctm11 ID n::naln on !he lc>.s<:d premises any asbestos 
contalnin& awai.US. explosives, tDX!c m.au:ri.>ls. or .Nbstoncc:s ro&Ulaud IS hu:>nfous 'ftSti:S.. h.a:atdous II'W.<rlals. llzcnloas JU!>suncc:s (aslllc lena~ 
Sllbsuncc" is defined in the Compre!1c:uive EavirocmcntaJ lt=;>onsc. Compcns.adon and U&billly Aa (CERCI.A). .a U.S. C. Sealocs 9601, ct sc<;.). or IDxic: 
JUbst>necs under arry Cedcn1, nm. or loallzw or rqul011on ("Hz:cn!ous Maurlals"). cxccpr onf"a.o.ary produc::s commonly used 1D coN>Calon wilb on ond ps 
c:r,>loruion llld c!cvelopmcnl opcn.l!ons llld stored in !he US\n!OWitiCI' and qiW\IIdcs. u:.sstt'S VIOLATION OF THE FOR.EGOI:'(G PRORIBrnON 
SHALL CONSTrTUl"E A MA TE1UAL BJU:ACH AND DO'AUL T m:JU:tJM>E.R Al'iD U:.SSl:l: SHALL INDDINIFY. HOLD BAlt\!U:SS AND 
D EFE:'ID THl: STATE OF Tl:US A.. 'ID TltE OWNER Of THE SOn. FROM AND AGAINST A..';¥ ClAD IS, DA..'tUGES, JtlDGMD<Ts, PE:'Ul."IUS. 
LIABrt.rrn:s, A.'ID COSTS (ll'IC.UDING JU:ASONAliU: ATTOR.'a:YS' n:.tS A..'ID COURT COSTS) CAUSED BY OR AR.ISING Otrr OF (I) A. 
VIOLATION OF THE FOREGOING PROIDBmON OR (U) THE PRI:SI:'iO:. REU:ASE. OR DISPOSAL OF A.';¥ HAZAJUlOUS MA"Tl:RLu.s ON 
l.IND ER. OR AliOtrr THE LEASED PJU:.\fi.SES DtJR.ING U:SSU'S OCCUP A.. 'ICY OR C0!'(1lt0 L Of TltE LEASED PRE:\ USES. U:SSU SHAU.' 
Cl.EAN UP • R.E:.iOVl:, RE.'\iEDY A. ""D lti1' A.tR A.';¥ SOn. OR GROUND W A n::R CONT A.\liNA TIONA. 'ID DA.'tUCI: CAUSED BY ntE 
P~cr OR R.O.EA.Sl: Of A.';¥ ILU.A.R.DOUS :1iA TDUALS IN, ON, tJNDER. OR AliOtlT nn: u:AS£D PR.DUSES lHIRINC LESsl:E'S 
OCCUP Al'iCY Of TB:£ l..EA.SED !'1U:I-QS£S IN CONFOR.'\iA..'!C£ wmi nn; R.EQt:IJu:.~ Of APPUCA.BU: LAW. 'TlllS 
IND£.'\iN'mCA.TION A.'ID ASSUMYnON SHALL APPLY, Bill" IS NOT LIMITED TO, LIABILITY FOR R..ESPONS £ ACTIONS liNI>ERTAJ<I::( 
PtiRStiA..'!TTO CERCLA OR A.';¥ OTHER l:'IVIRO~A.L LAW OR IU:Ctll.ATION. U:SSUSHALL L'li:\t:EDt.AT"t.LY GIVE THE STATt OF 
TI:'<A.S A. 'II> THE OWNER OF nn: SOIL WRriTE:"' NOTicr Of -""'Y BREACH OR StiSPECTl:D BREACH O F T1DS P .A.IUCRAPH, tiP ON 
u:AR..~ING OF no: PR.ESl:.'!cr O F A.'!Y RAZA.R.DO l!S MATDUALS. OR UPON RECDVlNG A NOTICE FROM A.'!Y COVL.R.~TA.L · 
AG t::'ICY POITAINING TO HAZA.RDOUS :1iA TE.RlALS WHICH :.iA Y AFFECT TKE l.l:A.SED PRO riSES. '1"HE O BUGA TIONS OF u:sst£ 
H.£lt!:UND£R SHALL StiRY!Vt THl: I:Xl'!RA TION OR EAJU.n:R n:lt.'liNA TION. FOR ANY R.EASON, Of THJS AGR.E.E.."\1Do'T. 

J7. APPUCASLE LAW. This l=c is Issued W>dcr lhe provisions oCTc::aoNan:nl R;::s.ou=:s Code 52.171 lhrouS)I 52.190. commonly be.., asl!:c 
RJ:linquUhmcc: Ac:, and o~'lcr :applloble =and >r.>c:ldmc:lls lh.,.....o, and lhny ;novision in !his I= c!ocs aot co ..Corm to thee SU:Uics,lhe == ,.;n 
pn:va.il ovu zrry ooncon!ormin' fc'1Se ;:rovisiocs.. 

JS. EXEc:trnON. This oil znd ps lase must be siped and >eloowlcdgcd by tile L=ec before it is filed o(rcC<>rd in !he councy m:ord.s and ia ll:e 
G=e::>ll.>nd OtScc oCihe Suu oCTazs. Oocc lbc tiline rcqui.mncna Ccund in P~h 39 oCIIili l=c hzve bcc:1 J2.1ilfied,lhe c!fecive d>1e o(d>is lc::uc sll&ll 
be the d~e found on h&e 1. · 

J9. !.EASE FILING. !'um:.U'.t to Cuptcr 9 o(lhe Tau Busil:= and Comt"..c.-c:: Codc, this lc-:ue :rust ~ filed oCr:cord in lllc ol!ic: of the Ccuncy 
Cc:lc in ._,y co~.mcy in wbic:.'l &II or :ony ,an oftl:c I~ premise is I~ and cc:tified copic.s tllcrcoCanm x filed in the Gcnc:-aJ l.and Offic:. This !c= is no1 
el!"c:tive until > c:c:tified copy o(lhil l= ('Whlc:.'l is made >nd c::tilied by lhe Councy CcrS: l!-om his m:ord.s) is fild in :.'le Gcoc:->1 L..lnd Ot!ice in >e::ordJne< wi1h 
Tcx:u ~;uur.ll Rc.soUI"CC> Code 52.1aJ. Additionally, this lc:uc s.'l&ll no1 be bindint upon :1\c Swe un!= it rccic.::s L'le •=al :ond tn:c cocsiderolion poid or ;rcmisd 
(or CXC:'Jtion o( this lc:uc. The bonus due ""e Suu: >nd :he pr-..scibed tiline r~ lhall uu:ompo.ny JUC!-1 CC"".ilicd copy tD ~'le G=c:->1 L..lnd om ... 

~~~~~ 
TITLE~= ------~~~r~-------------
OATE:._t./.~'2=--~ =-t-'-~~-=3 ___ _ 

STATE OF TEXAS 

BY: .; fYr\-k.lSP4u (~0.... 
Individual ly ond/u {lgcrll for !he Sure oCTc:us 
Mav, Jar'ine Bush 

o ••• : ~ 12_- 1-4 4' 

ST A "7"E OF TEXAS 

BY:--:-:---::---...,.-------,;--;--;:----;c:;--------­
lndividwlly >nd IS >&•~ • [or :he Sure ofTcx:u 

0~=·------------------~--------------

STATE OF TEXAS 

BY: . ....,...,.~--~----~~~--;c=--------­
lndlvldU2!1y >nd 1S lg<OI for the Sur.:: o(Tc.xu 

Date: ________________ _ 

• • •••••• • 
• 

•• • • • • • • • 
•• • • • • •• • 

• 
• •• ·'··· • •• • • • •••• 
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STATE OF ____________________ ___ {CORPORA nON AClCNOWL.EDGME:'IT) 

COUNTY OF ____________________ _ 

BEFORE ME. the Wlc!=ip>c4 amhcrity, ""!Ills clzy pcnoa.aDy oppand __________________________________ _ 

known to me to be t.bo penon whose a.&mc ls subscibcd to !be rm:.,ol.oc lnsa=t. u '----------------------•oC 

Givm uncia my hand md $C:11 oCot!lce !Ills t.be ___ _..:clzy of ____ ______ _, 19 _ _ . 

Nowy Public 14 and for _________ _ 

STATE OF ________________ _ {CORPORA n o N ACJCIOWI..EDGMFJ-.1) 

COUNTY OF·--------------------

BEFORE ME. the undenip>c4 >Uthority, oa t.bis day pcnoa.aJ!y a;>pur<d ________________ ~------

lc:lown to me to be the pcnoa whose :umc is subscibcd to the forei<>lll& W=t. u. __________________ __:o( 

;::-;;:::-:::==:-::7:====-=----,-----:-.,--:----:----:--;---:;----;-;--;-:-==md lda:ow l~l\ed to me tlw be cxo:utcd t.be s>z::c 
Cot lhc purposes ond e<>nsic:.enrioa Ill= in c:xp=d. iD t.be ca;>oclty .suu:d. and u the = >nd deed o( soid ""rpon.cio<L 

Givm unc!e.r my h.>nd zed su i o( otfice this the /cvt= clzy of 19 9 ~ 

STATEOF ___ T~E~X~A~S~------------

COUNTYOF REEVES 

Beforeme.theu.ndcrsiv,d>ut.~ority,ol1thisd•ypc.-son>lly appcrc:d Jesse W . Bu sh , an d wife 
May .Tar i ne Bu s h 

known to :ne :.0 be the persons wbose n:>..-nc> = subsc:ibed to !he forqoinc ilutrUmeot. iUld ocbowledcd :o a:e tlw !hey a::-"t<d the s:ur.e for the purpcs:> 1.-.l • 
c.oruid.cntion therein cxprcs.s.cd.. : • • • • • 

STATEOF TEXAS 

cot:l'<TYOF MIDLAND 

.. 
• 

•• • • • • • • • 
• •• • • • •• • 

• 
& •• • s •• • 

't • •• 
Befo re me, the u.ndcrs ipd >ut.~ori ry, "" L~is day pcnon>lly >ppc>Rd, ____ -.-!C..,Lio!.CAuY._.I.lJ..loOLJHw:;N:..;Sl.lO.ulN________ ___ • •: • • • 

lc:to""' to me to be the persons whose o=cs = subsc:ibed to the forqoin& irutrUmc:lt. or.d >cbowle~id :o me :h3t they a:"'""'d L~e s=e for the~~~ "'d 
c.oruidcr.stion t.."lc~in c:xpre.ucd... 

Give:~ under my hond ""d se>.l of oeic.: this the ___ cX__, _ _ _ day of ~ ~I9_9.:__o::....---

MONICA MARLOWE 
NOTARY PUBLIC 

Staid of Texas 
Comm Exp. 10-30.99 

~ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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EXHmiT " A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
OCTOBER 30, 1998, BY AND BETWEEN JESSE W. BUSH AND WIFE MAY JARINE BUSH, AS 
LESSORS, AND CLAY JOHNSO , AS LESSEE, AND COVERING THE ALL OF SECTION 7, 
SAVE A D EXCEPT THE W/2 SW/4, BLOCK 58, PUBLIC SCHOOL LA D SURVEY, REEVES 
COUNTY, TEXAS. 

40. Notwithstanding anything to the contrary indicated in Paragraph Three (3) herein this Lease for 
all purposes shall be considered a fully Paid-Up Oi l & Gas Lease. Said Delay Rentals have been paid in 
full with the Bonus Consideration tendered herein. Delay Renta l 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. 

----~------

ANY PROVISION HER EIN Y!HICH RESTRIC t ~ iH[ SALE. RENTAl. 
OR USE OF THE OESCRI~E :l ~~~ PROP£rm BtCAUSE Of COLuR 
OR RACE IS INVALID AND UNENFORCEABLE liNOER FEDERAL 
LAW. 

FILE NO. .....::;1:...:0:...:1:..-__ 

FILED FOR RECORD ON THE 12TH DAY OF JANUARY A.D . 1999 AT11 : 47A M. 
--~==~-- ----~~~~----

DULY RECORDED ON THE 14TH. 

BY :~{k)&/v 
DAY OF __ ___,J,._,ANU="'-'AR= Y...._ __ A. D. 1999 AT 2 ;00 P M-

DEPUTY DIANNE 0. FLOREZ. COUNTY CLERK 
REEVES COUNTY, TEXAS 

• • •••••• • 
• 

•• • • • • • • • 
•• • • • • •• • 

I •• .t •. · 
• •• • • • .... 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 

_) 

. l 
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ACQUISITION CHEC.KlNG 
COMMISSIONER OF Tl IE GENERAL LAND OFFICE 1119/99 

PARAGON #299:Lease Bonus Payment in fu ll of 112 k asc.: honus consH.lcrallon due 
the State of Texas for Paid-Up Oil & Gas Lease dated 
I 0/30/98 from the tate of Texas by Agent Jesse W. Bush 
& wife, May Jarine Bush, Lessor, in favor of Clay Johnson. 
Lessee, covering all of Section 7, save & except the W/2 SW/4, 
Block 58, PSL Survey. Reeves County, Texas. 

\lO 

Checking Lease Bonus Consideration 

93026000 

• • •••••• • 
• 

4.3,Q.OO. 
• • • • •• 



I TITAN REsoURcES. L.P. 

, 

January 28, 1999 

Mr. Drew Reid 
Texas General Land Office 

tephen F. Austin Building 
1700 orth ongress A venue 
Austin, Texas 7 70 I 

Re: Relinqui hmem Act Oil and Gas Lease 
covering land in Reeves County, Texas 
Paragon Prospect 

Dear Mr. Reid: 

VIA FEDERAL EXPRESS 

With reference to the following described Oil and Gas Lease covenng land in Reeves County, Texas, 
enclosed herewith please find the following: 

I. Certified copy of Paid-Up Oil and Gas Lease dated October 30, 199 between the tate of 
Texas, acting by and through its agent, Jesse W. Bu h, and wife May Jarine Bush. referred 
to as owner of the soil , and Clay Johnson. Lessee. covering all of ection 7. save & except 
the W/2 W/4, Block 5 , P L urvey, Reeves County, Texas. fi tan Re ource , L.P. Check 

umber 3002 made payable to the order of the Commissioner of the General Land Office : ••• :. 
of the State ofTexas in the amount of$4,320.00 representing payment in full of the bonus • • 
consideration due the State of Texas for the above lease. •• • . . . 

• •• 
With regard to payment of the required filing fee for the above lease, enclosed please find our request for • :: •: • 
credit by letter dated September 22, 1998, accepted by the Texas General Land Office on September 30. • 
199 . Per the terms of this agreement, we would like to appl~ the . 25.00 filing k~ to our out~tanding z • ••. 
balance thcrc.:b:;. ka' ing a 822.36 credit for future items. •••• 

• •• • • • •••• 
In addition to the above referenced lease and request for credit by letter. enclosed is a copy of request for 
approval of the lease by letter dated December 8. 199 , accepted by the Texas General Land Office on 
December 9, 1998. As soon as the lease transmitted herewith has been approved and filed, plea e ad vise this 
office ofthe assigned Mineral File 'umber. If additional information is required, please do not hc:; llate to 
comact the undersigned. Thank you for your continued cooperation and courtesy in thi s matter. 

WJB/dss 
Enclosures 

Very truly your , 

q.~/1~ 
J. Robert Ready fo.IP 
Landman 

500 W. Texas • Sui te 500 • Midland, Texas 79701 • Fax: (915) 687-0192 • Office : (915) 682-6612 
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Genera l Land Office 
Rdinquish mn t Act Least Form 
Revised. eptember 1997 

PAID UP 

OIL NO GAS LEASE 

THIS AGREEMENT is made and entered into this,.....2._day of Marrb 19....92__, between the State ofTexas, acting by and through its 
agen~--~J~a~mRe~S~~A~·~D~a~v~j~d~s~o~n~,~d~e~a~l~l~n~a~Ai~n~h~i~s~~S~O~l~e~a~n~d~~S~e~p~a=7r~a~t~e~p~r~O~p~e~r~t~y~~~~---­
------- ----- --- --------of P . O . Box 4 9 4 , M jdl a n d . TX 7970 2 
------------------------------------------~~~~----~77--~--------------------------------~saidagent 

(Give Permanent Address) 
herein referred to as the owner of the soil (whether one or more), and. ___ ----;;C~1~a,_.y~:""J'-'o~hn~.::S'.::O~n=--=--.-:-----,.,...,.-x------------
--------------------------------------~2~0~3~W~.~l~i~a~l~lJ,~S~U~l~·t~e~8~0~0~----------------of 

M i d l and , Texas 79701 
(Give Permanent Address) 

hereinafter called Lessee. 

I. GRANTING CLAUSE. For and in consideration of the amounts Stated below and of the covenants and agreements to be paid, kept and performed by 
Lessee under this lease, the State of Texas acting by and through the owner of the soil. hereby grants, leases and lets unto Lessee, for the sole and only purpose of 
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other suuctures 
thereon, to produce, save, take care of, treat and transpon said products of the lease. the following lands situated in Reeves Coun[) , State 
ofTexas, to-wit: 

A11 of section 7, save and except the W/2 SW/4, 

B1ock 58,. Pub1ic Schoo1 Land Survey 

containing ____ ..:5::..6::::...:0<------ acres, more or less The bonus consideration paid for this lease is as follows: 

.... 
• • • 

To the State ofTexas: __ _:F:-o:::....::'u"'::r:-::-T::...h~o:-'u"-s~a_n--:'d _ _ T_h_r_e_e_H_u_n_d_r_e_d_T_,_v_e_n_t~y,___a_n_d _ _ N_o_/;,__l _O_O_-_ - _-_-_ - _- _-_ 
Dollars($ 4 , 320 . 00 ) 

To theowner ofthesoil : Fou r Thousand Three Hundr e d T 'Y"enty and No / 100 -------
Dollars (S 4 , 3 2 a a 0 ) 

Total bonus consideration: ~~8~5 Tbousa nd 
Dollars (S 8 , 0 ) 

Six Hundred F ort y and No / 100------

Th; iota! b onus consideration paid represents a bonus of 
• • •: • • Dollars (S 

Fifty-fo ur and No/ 1 00 ------------------------
5 4 . . a 0 ) per acre, on 1 6 0 net acres. 

• 2 TER.\1. Subject to the other provisions in this lease. this lease shall be for a term of Five ( 5 } Years from this date 
{r.!:M~ coD led "primary term") and as long thereafier as oil and gas, or either of them. is produced in paying quantities from said land. 
As T.. sed~~ this lease. the term "produced in paying quantities" means that the recc1pts from the sale or other authorized commercial usc of the substance(s) covered 
eW~Q~ of pocket operouonal expenses for the six months last past. 

*See•Ex~ibit "A" attached for Pd- Up De1ay Renta1 Provision shown as Paragraph ~40 . . . . 

oJt ~r.Mwe such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in 
tht • 

To the owner of the soil: ___________________________ --:7''"""-------:-------------------------------------
Dollars (S __________ ____ _ ---:,.......:::_ _____ ---' 

To the State ofTexas: ____________________ -::::;,.....::::::....--------------'7""'-----------------------------------
Dollars (S _ _______________ -=--~'------------------J 

Total Rental:----:-:::---------------=-"""::.....-------------------------:----------------------------------
Dollars (S _____ -=-,...c!=------------------------------J 

In a like manner and upon like paymen enders annually, the commencement of a well ma~ be funher deferred for success1ve periods of one (I) year each dunng 
the primary term All paymen ~nders of rental to the owner of the soil may be made b) check or sight draft of Lessee, or any assignee of this lease, and ma) be 
delivered on or before ntal paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist, suspend business, liquidate. fail or 
be succeeded b tl1er bank, or for any reason fail or refuse to accept rental. Lessee shall not be held in default for failure to make such payments or tenders of 

irry (30) days a ncr the owner of the soil shall deliver to Lessee a proper recordable insuument naming another bank as agent to receive such pa) mcnts 

True and Correct 
copy of 

Original filed in 
Reeves County 

('larks Office 



4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half( In) of the royalty 
provided for in lhi; lease to the Commissioner of the General Land Office of the State of Texas. at Austin. Texas. and one-half(ln) of such royalty to the owner of 
the soil: 

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

3/1 6 pan of the gross production or the market value thereof. at the option of the owner of the soil or the Commissioner of the 
General Land Office, such value to be dete~in::l by~) t~= !::£.':::;: ;;o~:c;! .,,;;~, l':~s p.~t.;;um, if o..1y, 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 run, or 2) the highest market price thereof offered or paid in the 
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the 
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type. or 
other equipment al least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered The requirement that such gas be run 
through a separala' or other equipment may be waived in writing by the royalty owner.; upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined 
as oil in subparag13ph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of 
gasoline, liquid h)'lrocarbons or other products) shall be 3/16 pan of the gross production or the market value thereof, at the option of the 
owner of the soil ar the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in 
the general area "'kre produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base 
in measuring the 1:15 under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) 
degrees Fallrenheil. correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the 
most approved mc:!hod of testing 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 other liquid hydrocarbons 
shall be 3/1 6 pan of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the 
owner of the soil ar the Commissioner of the General Land Office. All royalties due herein shal l be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%). or that percent accruing to Lessee. whichever is the greater. of the 
total plant production of liquid hydrocarbons attributable to the gas produced from this lease: provided that if liquid 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%} or 
the highest percen1 accruing to a third pany processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third 
pany. the highest percent then being specified in processing agreements or contracts in the industry}, wh ichever is the greater The respective royalties on residue gas 
and on liquid hydrocarbons shall be determined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons} of comparable qualiry in the 
general area. or 2}lhe gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons). 
whichever is the greater. In no event. however. shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) 
whether said gas be: "casinghead," "dry," or any other gas, by fractionating, burning or any other processing shall be 3/1 6 pan of the 
gross production of such products, or the market value thereof, at the option of the o" ner of the soil or the Commissioner of the General Land Office. such market 
value to be determined as fo llows: I) on the basis of the highest market price of each product for the S3Jl1e month in which such product is produced. or 2) on the 
basis of the averagt gross sale price of each product for the same month in wh1ch such products are produced: whichever is the greater. 

• • •: • . s. MINIMUM ROYAL TV. During any year after the expiration of the primary term of this lease, if this lease is maintained by production. the royalties 
paitf~nde, this leas: in no event shall be less than an 3Jl10unt equal to the total annual delay rental herein provided: otherwise. there shall be due and payable on or 
be,dt!~Jast day of the month succeeding the anniversary date of this lease a sum equal to the total annual rentz.! less the 3Jl1ount of royalties paid during the 
prcct!!ing~car. lf Paragraph 3 of this lease does not specify a delay rental 3Jl10unt. then for the purposes of this paragraph. the delay rental 3Jl1ount shall be one 
dollru-(S 1.00) per acre. 

•• • • • • • e6 ROYAL TV fN KfND. Notwithstanding any other provision in this lease, at any lime or from time to time, the owner of the soil or the Commissioner 
of !h.e.qe.r:ral Land Office may, at the option of either, upon not less than si'l.t} (60) da~ s notice to the holder of the lease, require that the payment of any royalues 
acc11110g te such royalty owner under this lease be made in kind. The O\•mer of the soil's or the Commissioner of the General Land Office's right to take 1ts royal~ 10 
kind :¥!all 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. 
unit¥ l.iit lease 

• • • • • 
7. NO DEDUCTIONS. Lessee agrees that all royalties accru10g under th1s lease (including those paid in kind) shall be without deduCllon for the cost of 

producing, gathering, storing, separating, treating, dehydrating, compressing, processing. transporting, and otherw1se 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 an~ fuel used to 
process gas produced hereunder in any processing plant. Notwithstand10g an} other prov1s1on of this lease. and subject to the wrinen consent of the o"ner of the soil 
and the Commissioner of the General Land Office. Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing 
formation underlying the leased premises after the liquid hydrocarbons conta10ed 10 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 owner.; to a roy alry under this lease. 

9. ROYAL TV PAYMENTS A D REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin. 
Texas, in the fo llowing manner: 

Payment of royalty on production of oil and gas shall be as provided 10 the rules set forth 10 the Texas Register Rules currently provide that royal~ on oil is due 
and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production. and royalty on gas is due and 
must be rece ived in the General Land Office on or before the 15th day of the second month succeeding the month of production. accompanied by the affidavit ofthc 
owner. manager or other authorized agent. completed in the form and manner prescribed by the General Land Office and sho" 10g the gross 3Jl1ount and dlspos1110n of 
all oil and gas produced and the market value of the oil and gas. together" 1th a copy of all documents. records or reports confirming the gross producuon. disposition 
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. . 
and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks, 
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and 
market value. In al l cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be 
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being 
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or 
S25.00, whichever is greater. A royalty payment which is over thirty (30) days late shallaecrue a penalty of 10% of the royalty due or S25.00 whichever is greater. 
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
effective on the date when the affidavits or supponing documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law 
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of 
the royalty o r to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACfS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with 
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under 
which gas is sold o r processed and al l subsequent agreements and amendments to such contracts within thirty (30) days after entering into or making such contracts, 
agreements o r amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said 
premises, including the books and accounts, receipts and discharges of al l we lls, tanks, pools, meters, and pipelines shall at all times be subject to inspection and 
examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drilL Copies of well tests, completion reports and 
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or 
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental 
agency shall incl ude the word "State" in the title. Additionally, in accordance with Ra.ilroad Commission rules, any signagc on the leased premises for the purpose of 
identify ing wells, tank batteries or other associated improvements to the land must also include the word "State. • Lessee shall supply the General Land Office with 
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be 
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the 
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the log of each survey on each well to the General Land Office within fifteen (15) days after the making of said survey. 

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

II . DRY HOLEICESSA TION OF PRODUCfiON DURJNG PRJ MARY TERM. If, during the primary term hereof and prior to discovery and production 
of oil or gas on said land, Lessee should d.rill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from 
date of completion of said dry hole o r cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next 
~·u~aalay rental in the same manner as provided in tlt is lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be 
co~plete~ and abandoned, o r the production of oil or gas should cease fo r any cause, Lessee's rights shall remain in full force and effect without further operations 
uQtTI'It &Xpiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this 
le~•by &nducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of 
prodflction under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
pijlh~ ¢ rm hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
exj11ratiM of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto 
tWWL<: I fat the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
acct>rdanee with tlte shut-in provisions hereof. 

• 
:• • • • • 12. DRJLLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 

p~ducod on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said we ll or for 
drilling or reworking of any additional well are prosecuted in good faith and in workmanlike 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 is produced in paying quantities from said land, or 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWOR.KlNG. If, after the expiration oftlte primary term, production of oil or gas from the leased premises, after 
• once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days 

after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not 
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease 
shall remain in effect so long as Lessee continues drill ing or reworking operations in good faith and in a workmanlike manner without interruptions totaling more 
than sixty (60) days. Lessee shall give wrinen notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, •well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of o il and gas. If, at any t ime after the expiration of the primary term of a lease that, until being shut in, was being maintained in 
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for Jack of suitable 
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the 
lease, but not less than S 1,200 a year for each well capable of producing o il or gas in paying quantities. If Paragraph 3 of tl1is tease does not specify a delay rental 
amount, tl1cn for the purposes of this paragraph, the delay rental amount shal l be one dollar (SJ.OO) per acre. To be ctTective, each initial Sf1rue<>Bt1d~<t1~Ct 
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must be paid on or before: (I ) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 da~s 
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latesL Such payment shall be made onc-half( ln) 
to the Commissioner of the General Land Office and one-half (In) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be 
a producing tease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month 
following the month in which production ceased. and, after that, if no suitable production facilities or suitable market 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 RC':'.\!...TIE!:. :r, ..: .. ,.; .. ~; tiu: fJ'-' ;vu J,c lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and 
delivered in paying quantities from a well located within one thousand ( 1,000) fee t of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing 
reservoir and within one thousand ( 1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (In) to the Commissioner of the 
General Land Office and one-half( ln) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is 
produced from the well causing the drainage or that is completed in tl1c same producing reservoir and located within one thousand ( 1,000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lease. None o f these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset 
we lls as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's wrinen approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has 
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be 
reasonably necessary for the proper development of the leased premises and in marketing the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate 
as to al l of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in 
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules 
and regul ations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having j urisdiction. If at any time after the effective 
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is 
thereafter al located to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for 
production purposes. Notwitl1Standing the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph I hereof, together with easements and rights-of-way for existing 
roads, existing pipelines and other existing facili ties 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 trar.sportation of oil, gas and other minerals produced from the retained land.~ . 

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further 
terminate as to all depths below I 00 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 16 (A) 
above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half(ln) of the bonus originally paid as 
cons~d;Wion for this lease (as specified on page I hereof). If such an1ount is paid, this lease shall be in force and effect as to such deeper depths, and said 
tenfli!'ll'lo" shall be de layed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths 
cove~ b,r this lease. . : . •• • (C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square witJ1 
the weT! located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial 
tem~roaMor:ofthis lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or 
depth

0
s noi ~tained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed 

by 1JL1• 6e•:ral Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
days ~fter being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or 
dcptJ1s 1o 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 
Ge~t~ U , d Office and such designation shall be binding upon Lessee for all purposes. 

• • 
17. OFFSET WELLS. Neither the bonus. de lay rentals. nor royalties paid, or to be paid, under tllis lease shal l relieve Lessee of his obligation to protect 

tl1e oil and gas under the above-<lescribcd 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 usc appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being 
drained by production of oi l or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within I 00 days after the draining well or wens or the we ll 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 tllc statutory offset obligation may subject tl1is lease and the owner of the 
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of tJ1e General Land Office and with his written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph . 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or 
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from produc ing oil or gas from the leased premises. However, notlling in this paragraph shall suspend the 
payment of delay rentals in order to maintain this lease in effect during tl1c primary term in t11e absence of such drilling or reworking operations or production of o il 
or gas. 
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20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him 
in the proportic..n whicl, hi, ir.tc.e:>i iJ<...U> tv tk ~r.iir.:: .... .:;\ :c: ... J J \.1 f .. ce estate and the royalties and rental herein provided to be paid to the Commissioner of the 
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental.duc to the Commissioner of 
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the 
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land 
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production 
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production 
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1116) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease i.s included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.1 S 1-52.154, or 
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein, 
payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the 
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease. 

2 1. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water from wells or 
tanks of the owner of the soil; provided, however, Lessee shall 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, 
livestock and crops on said land. 

23. PIPELINE DEPTH. 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 nearer than two hundred (200) feet to any house or barn now on said premises without the 
written consent of the owner of the soil. 

25. POLLUTION. 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 
spillage, seepage or ground water cuntamination. In the event of pollution, Lessee shall use all means el its disposal to recapture all escaped hyllrocarbons or uther 
pollutant and shall be responsit,le for all dantage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said 
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original 
condi-~and contours as is practicable. Tanks and equipment will be kept painted and presentable. 

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

Ler~• rm &te leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this 
lease 1,1nless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil 
and a~ in .paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General 
W~ Ofij~ and to the owrier of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee 
under the t;rms of this paragraph . 

•••••• • • 
• 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party t.o this 

le~~mi~ be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors 
an~831!i~!. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish t11e rights, privileges 
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair t11e effectiveness of any act pcrfomtcd by Lessee. And no change or 
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days aficr the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with satisfactory written evidence oftlte change in ownership, including the original recorded muniments of title (or a 
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely pa.id or tendered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay tlte entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obi igations, liabilities, and penalties owed to the State by t11e original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

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

{I) a nominee of the owner of the soil ; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(S) a partner or employee in a partnership which is the owner of the soil; True and Correct 
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... 
(6) a fiduciary for the owner of the soil ; including but not limited to a guardian, trustee, executor, administrator, receiver. or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adop tion. 

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

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

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized 
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 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 General Land Office, the School Land Board, or the Railroad Commission, or if 
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give 
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well , or if Lessee shall knowingly 
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinqui.shment AcL However, nothing herein shall be construed as 
waiving the automatic termination of this lease by operation oflaw or by reason of any special limitation arising hereunder. Forfe itures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. ..f 

33. LIEN. In accordance with Texas Natural Resources Cod: 52.136, the State shall have a first lien upon all oil and gas produced from the area covered 
by this lease to secure payment of all unpaid royalty and other s:1ms of money that may become due under this lease. By acceptance of this lease, Lessee grants the 
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other appl icable statutory lien, an express contractual l ien on and security 
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds are held by Lessee or by a tl1ird party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of 
such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
IOSi ~Lessor 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 
f<f11~8s~ with or without court proceedings in the manner provided in the Title I , Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Co~nr~iiSioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby 
~~nil that there nrc no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's a.cquisition of 
this ~asc. Should the Commissioner at any time dete rmine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
her;ijl. • 
• • • • •• 

• 34. POOLING. Lessee is he reby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold 
ol'~fl~ interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land 
Boari and the Commissioner of the General Land Office for the pooling or unitizing of tl1e interest of the State under this lease pursuant to Texas Natural Resources 
C1>~e .~2. 1 5 1-52. 1 53. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural 
R•s~rcet Code 52.152. • • 

35. INDEMNITY. Lessee hereby re leases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents, 
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other 
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which nrc caused by the 
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Further, Lessee hereby agrees to bC liable for. exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, 
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), 
costs and expenses, or ot11er harm for which recovery of dan1agcs 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 premises or in any way related to Lessee's failure to comply with any and all 
environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from 
Lessee's use 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 of this Agreement, or an inte rest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of 
Texas and the owner oft11e soil, their officers, employees, and agents in tl1c same manner provided above in connection with the activities of Lessee, its officers, 
employees, and agents as described above. EXCEPT AS OTIIERWI E EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS 
AND\OR LIABILITIES ASSUMED UNDER TilE TERMS OF T illS AGREEMENT SIIALL BE WITHOUT LIMITS A D WITHOUT R EGARD TO 
TilE CAUSE OR CAUSES THEREOF (EXC LUDING PRE-EX! T l G CONDITIO S), STRJCf LIABILITY, OR HIE NEGLIGE CE OF A Y PARTY 
OR PARTIES (I CLUDI G THE NEGLIGE CE OF Til E l DE 1 I FlED PARTY), WHETH ER UCll EG LIGE CE BE SOLE, JOD'O'J nd eeFFeSt 
CO CURRENT, ACfl VE, OR PAS IVE. I I ue a f 
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36. ENVIRONMENTAL HAZARDS. Lessee shall usc the highest degree of care and all reasonable safeguards to prevent contamination or pollution of 
any environmental medium, including soil, surface waters, groundwater, sediments. and surface or subsurface strata, ambient air or any o ther environmental medium 
in, on, or under. the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to rema.in on the leased premises any asbestos 
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term "Hazardous 
Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, et seq.), or toxic 
substances under any federal, state, or local law or regulation ("Hazardous Materials"), except ordinary products commonly used in connection with oil and gas 
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLA T IO OF TilE FOREGOING PROIIIBITIO 
SHA LL CO NSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER A D LESSEE SHALL INDEMN IFY, HOLD HARM LESS A D 
DE FEND T HE STATE O F TEXAS AND THE OWNER OF TilE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGM EI'o'TS, PENAL T IES, 
LIABIL ITIES, AND COSTS (INCL UDI G REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUf OF (I) A 
VIOLATION OF TilE FOREGOTNG PROHIBITIO N OR (If) TilE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS 0 , 
UNDER, OR ABOUT TliE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. L ESSEE SHALL 
C LEAN UP, REMOVE, REME DY AND REPAlR ANY SOI L OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY TilE 
PRESENC E OR RELEASE OF ANY HAZARDOUS MATE RIALS IN, ON, UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANC E WITH TilE REQUlREMENTS OF APPLICABLE LAW. TillS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUf IS NOT LIMITE D TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR R EGULATION. LESSEE SHALL IMMEDIATELY GIVE TilE STATE OF 
TEXAS AND TliE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTE D BREACH O F THIS PARAG RAPH, UPON 
LEARNING OF THE PRESENCE O F ANY HAZARDOUS MATERIALS, OR UP ON RECEIVING A NOTICE FRO M ANY GOVERNMENTAL 
AGENC Y P ERTAINING TO HAZARDOUS MATE RIALS WIIICH I'> lAY AFFECT THE L EASED PREMISES. THE OBLIGATIONS O F LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY R EASO , OF T HIS AGREEM ENT. 

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

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

39. LEASE FlUNG. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County 
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be fil ed in the General Land Office. This lease is not 
effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is fil ed in the General Land Office in accordance with 
Texas Natural Resources Code 52.183. Additional ly, this lease shal l not be binding upon the State unless it recites the actual and true consideration paid or promised 
for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office . 

•••• • • • •• • 
•••• • • • •• • 

TITLE: ____ __,~.----------

DATE:_-3::....._·.5_~--'-7-+f _____ _ • 
•• • • • • • •• 

STATE Oli TEXAS '_ I 
0-JZ?A'v/J7FL-f/~ 

STATE OF TEXAS 

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

Date: ______________ __ _ 

A 

STATE OF TEXAS 

DY:.~~--~----~~~--~---------­
D avid son Individually and as agent for the State ofT ex as 

prope rty 
Date:-----------,.-------

STATE OF TEXAS 

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

Date: ________________ ____ _ 

True and eorrest 
copy of 

Original filed in 
Reeves County 

Clerks Office 



STATE OF ____________________ __ (CORPORATION ACKNOWLEDGM EN1) 

COUNTY OF __________________ __ 

BEFORE ME, the undersigned authority, on this day personal ly appeared _____________________ _ _ _ 

known to me to be the person whose name is subscribed to the foregoing instrument, as ___ _____________ ____ .of 

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

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

Notary Public in and for-----------

STATE OF _______ _ __ __ (CORPORATION ACKNOWLEDGMENll 

COUNTY OF __________________ __ 

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

known to me to be the person whose name is subscribed to the foregoing instrument, as. ___________________ __;of 

-:---:---- ---:----:---:---:---:----:-:-:-:-----:----:---:---:----:-:---:--:--7":""-and acknowledged to me that he executed the same 
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. 

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

Notary Public in and for ________ _ __ 

STATE OF __ --=T-=E:..:.X.:.:A..:..S=-------- (INDIVIDUAL ACKNOWLEIXJMEJ'.T) 

COUNTYOF MIDLAND 

Before me, the undersigned authority, on this day personally appeared James A , Da v j d son , de a 1 j n g j n 
~~~ sole and sepa rat e p r operty 

kno~~8 me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and 
consim~n therein expressed. 

• • • ci ~ :;!; •: tG=:~::n7t;:;-:d ;~al of office th;th~ __ p_,_· _ _ __ .day of '0../( C ~r; _ , 19 CJ Cj , """'' . '\ (} e!Jtz •• ~ t ' !\ . ·' OJ, 11 
• . •~ 1 .·lt·\ - • . . . ~l · u.I±Ad. 

• ~· · • ~ 1 J C 1 a : ..: l·f ' 
1 ~dJtilnd J1 r J •:: ! :', ~- i.~. t" ., =l Notary Public in and foq,;: _ U9-U1th.J.-, \....4~ 

ST~~r.·~--~T~F~X~A~SL_ __________ _ {INDIVIDUAL ACK.NOWLEDGMEN1) 

COUNTY OF __ __:_:M""I'-'-D!.-'L~A'-'-N'-'-"'D-----

Before me, the undersigned authority, on this day personal ly appeared. ___ ..=C:...:l::..::::a'-'y'--_,J'-'o:::....:..h:o..:nc.:..=sc.:O:::..D!..!..._ ___________ _ 

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

Given under my hand and seal of office this the __ !::J_-_.J± _ _ ___ day or_fY\aHi~_..'--'----rr----------'' l9_q_q-'----
Lfr\ .~. l/3~J 

Notary Public in and for _ ___ ______ _ 

... True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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EXHIBIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
MARCH 2, 1999, BY AND BETWEEN JAMES A. DAVIDSON, AS LESSOR, AND CLAY 
JOHNSON, AS LESSEE, AND COVERING ALL OF SECTION 7, SAVE AND EXCEPT THE W/2 
SW/4, BLOCK 58, PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS. 

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

True and Correet 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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MAR-08- 1999 MON 16 : 34 I O : TEXAS GENERAL LAND OFF I CE TEL : 5124751543 

03/ 011 / lllt H : 41 J1JU 916 498 8BA2 'I' I TAN RESOURCES LAND 

! 
' 

ThAN REsoURCES., LP. 

Mr. Drew Raid 
Texa~ benoral Land Office 
Steph~ F. Aus1in Built.ling 
1700 l'{ortb Cn••HT~ A'Vcnu1: 
AUJti~ Tcxa.• 78701 

R~: J:>roposed Relinquit~hlnellt Act 011 and 018 LeMe 
coverin& lan«1 iD ~ca County, ·rcxe 
Paragon :Proapec:r 

VIA FEDERAL EXPRESS 

Dear r-1r· Reid: 1 
i i 

~B02 

With refore.cce to tho followina doacr!bcd OiJ aDd Gall Letl&e coveri.tla laud in Reeves <Au.nty, Textu~, enclos!Ki 4ercwith 
ploue tnd tlte (oUowina: 1 

I i 
I. Cc1py or Paid-Up Oil md Gas Lease da~d March 2, 1999 botween the SUI.to ofTeltall, ac~ by and 

through ita agent, Jamoa A. Davi.dlou. n~farted to all mvncr of tho soil, and Clay .John11m1, Lessee. The 
(tsrrolt ur this Lealie aro 118 follows: 

A. The Leuc covers 560 groos and 160 nt!l au:r~; 
B . Con.siderati:>n bcin~; pn.ld ~ $54.00 pet nel miaeru.! ac:n; 
C. Paid-up lease, no renWs duo; 
D. Primary term is five (5) years; 
11. The royalty iB 3/16. 

W ith regard to approval of thi.i lc1111o, attached iB 11!1CJ.L1~t for app~:oval by letter dated Decemlxlr !!, 1999, a~· ted by 
tho Gonoral LIUld Office on l.>ecember 9, 1999. The )lTovi.oualy approved Jc"c W. :Bush lea.so covort~ lll1 \ dlvided 
iQt1,roetin tho samo Lands and i.i upon tllc BIIIM terms lUi !he subjecl kuo. PleL,e aclcnowlerlgo approval of subject 
!epee b)l Mi.sninB and fa::Ung a copy of thia e-rter to tho und!!rsipcd Ill (915) 498-R692. Sho~Jid you h.svo any ~tious 
conccnfn8 lhill matwr, plcaso do not hesitate to coutactll1o Ulldcraiped. 

I 

. ~,_ 
WJWda ~RoadV 

AGRBRn 1'0 AND ACCBPTIID TillS DAY OF ~ Q,(.C..~ 
' 

Bncl~t 

TifO GENERAL LAND 0£1FJCB OFT 
.... 

Dy:~ 0 1-~=-~--'-'...--=-~ 
Drew Reid 

t-- ·" 

•• •• " .. • • •• .. • . • • • • " • • • 
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lflOUISiTION CHECKING 
• COMMISSIONER OF TilE GENERAL LA D OFFICE 311 1/99 

PARAGON #299:GLO Filing Fcc 

Checking Filing Fees 

Payment in full of fil ing fees for ( I) Paid-Up Oil & Gas Lease 
as set out in lease transmittal letter dated 03/1 1/99. 
Titan Lease Number TX299-389-307-002-00 

25.00 



f iTAN RESOURCES, L.P. 
ACQUISITION CHECKING 

COMM ISS IONER OF THE GENERAL LAND OFFICE 3/ IJ /99 
PARAGON #299:Lease Bonus Payment in fu ll of 1/2 lease bonus consideration due the 

State of Texas for execution of Paid-Up Oil & Gas Lease 
dated 03/02/99 by Agent, James A. Davidson, Lessor, 
in favor of. Clay Johnson, Lessee, covering all of Section 7, 
save & except the W/2 SW/4, Block 58, PSL Survey. 
Reeves County, Texas. 
Titan Lease Number TX299-389-307-002-00 

Checking Lease Bonus Consideration 4,320.00 



•••• • • . •• • .... . • • •• • 
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I '(rrAN REsoURcES. L.P. 

March 1 l , I 999 

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

Re: Relinquishment Act Oil and Gas Lease 
covering land in Reeves County, Texas 
Ti tan Lease No TX299-389-307-002-00 
Paragon Prospect 

Dear Mr. Reid: 

VIA FEDERAL EXPRESS 

With reference to the fol lowing described Oil and Gas Lease covering land in Reeves County, 
Texas, enclosed herewith please find the following: 

I . Copy ofPaid-Up Oil & Gas Lease dated March 2, 1999 between the State ofTexas, acting 
by and through its Agent, James A. Davidson, referred to as owner of the so il , and Clay 
Johnson, Lessee, covering all of Section 7, save and except the W/2 SW/4, Block 58, PSL 
Survey, Reeves Count y, Texas. 

2 . 

3 . 

4 . 

Titan Resources, L.P. Check umber 3136 made payable to the order of Commissioner of 
the General Land Office of the State of Texas in the amount of $4,320.00 represent ing 
payment in full of the bonus consideration due the State ofTexas fo r the above lease . 

Titan Resources, L.P. Check umber 3 137 made payable to the order of Commissioner of 
the General Land Office of the State ofTexas in the amount of$25.00 to cover the requi red 
filing fees in thi s connect ion . 

Copy of request for approva l of the above lease by letter dated March 5, 1999, accepted by 
the Texas General Land Office on March 8, 1999 . 

As soon as the lease transmitted herewith has been approved and fil ed, please adv ise this office of 
the assigned Mineral Fi le umber. If additional information is required, please do not hesitate to 
contact the undersigned. Thank you for your continued cooperation and courtesy in this matter. 

WJB/dss 
Enclosures 

Ve1y truly yours, 

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

David Dewhurst 
Commissioner 

Stephen F. Aust1n Building 

1700 North 
Congress Avenue 

Austin, Texas 
78701-1495 

512-463-5001 

August 11 , 1999 

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

Re: RELINQUISHMENT ACT LEASE NO. M-100242 
All of Sec. 7, save and except the W/2, SW/4, Blk. 58, PSL Sur. 560 
gross ac. 320 net ac. Reeves County 

Dear Mr. Ready: 

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-100242. Please refer to this number in all future correspondence 
concerning the lease. 

Your remittance of $8,765.00, 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. 

Si~~R:J 
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

DR:MS:mrg 




