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··fEXAS GENERAL LAND OFFICE 

GARRY MAURO 
COMMISSIONER MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: Clay Johnson 

County: REEVES 

Section: 29 Block: 58 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3116 

Consideration 

RecommendeW @ I OZ/. ;;~ 
Not Recommended: - ---
Comments: 

Lease Form 

Recommended: fJ# /f /11/41 
Not Recommended: ----
Comments: 

Bonus/Acre 

Rental/ Acre 

Date: 

DATE: 21-0ct-98 

Base File#: 126616 

Abstract: 3 925 

$50.00 

$1.00 

Spencer Reid, Senior Deputy 

Recommended: 5((_ 
Not Recommended: 

- -----

- - - -

G Mauro, Commissioner Date: ------
Approved: ---.Jo..£.....,;..--1.-

Not Approved: ___ _ 



HAL REVIEW SHEET 

lntW£tiJI# 2897 L. Collier 

l.essu': St. Clair, Sharon B. and Gwendolyn B. Geltemeyer 8/25/98 ll 0 

LBSS88: Clay Johnson 30 

LIASE IISCflllnDN 

Bass FIB No Part Sec. IIIIi Twp SlrvBY C0111ty 
REEVES 126616 NW/4 NW/4 29 58 00 PUBLIC SCHOOL LAND 

Abst# 
3925 

TERMS OfHRED TERMS RECOMMENIID 

Prinli'Y T lll'llt [iyears J Prinll'y T 11'111 [ years 

lknls/ Acre: [___ $50.00] lknJs/ Acra c._ $50.00 

Rill~ Acre: r-- $1 .00] Roo~Acra L $1 .00 

Roy~: 3/16 Roy~ 3/16 

COMPARISONS 

Mf# LBssa8 Data lll'lll BIIIUs/Ac. R~Ac. Roy~ lis taD 

J ~ 
Last LBaso 

I [ 
[ I 

I ~~=========== c ]~ 
L 1..----------- I I 
1 ~~------------~ I 

, [ 

COOIIBtts: Gross acres 40. Paid up rental. 

/0·2) .:Jfl 

Wednesday, October21 , 1998 
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.,. 
Gcaeral Lnd Omcc 
Rdlaqaish11111t Act Lease Form 
RcYiscd, Septe111bu 1997 

Paid-Up 
on. AND GAS LEASE 

nns AGREEMENT is made md cntucd into this 2 5 day of August 19~ ~the State ofTc:x.as, actin& by IDd through its 
~= B. St. C1air an~endol n B. Ge in in 

the1r s ol e an separate property ~ P . SB 
2807 F r ontier. Midland. TX 79705 (GBG)wd~t 

(Give Permanent Adcht:ss) · 
bcrein ~fermi to IS the owner of the soU (whetbcr one or mo~). and CLAY JOHNSON 

203 w. Wall , s uite 800 x~x 
Midland. TX 797al 

(Give Pcnnanau Address) 

I. GRANnNG CLAUSE. For and in c:omider.ltioo oftbe amounts staled below aad of !be c:oveuants and agreements to be paid, lccpt IDd pc:rfoi"IIICd by 
Lc:s:sce under this lease. the State ofTc::xas Ktiog by IDd through the owner of the soil, bi:Rby Jrmts. leases IDd lets UDCO Lessee. fur the sole and only purpose of 
prospecting md drill inc for and producing oil mel cas. layin& pipe lines. building UDia, =riDe oil aod buildinc power stadons., tdcpbocc liDCs and other suueturcs 
thcreo11, to produce, save. ta1ce care o( treat and traosport said products of the lease, the following lands si~ in Reeves County, State 
ofT cxas, to-wit: 

NW/4 NW/4 of Section 29, B1ock 58, Pub1ic Schoo1 Land Survey 

containin,.._g __ ........;4;.,;0;;,__ __ acres. more or less. The bonus consideration paid for this lease is as follows: 

Totheo~oftbesoil: Eight Hundred Ten and 00/100-------------------------
Dollars (S a 1 a . a a > 

Total bonus considcraljoo: One Thousand Six Hundred Twenty and 00/100---------
Dollars (S 1 , 6 2 0 • 0 0 ) 

Th; ~Cfl bonus considera.tioo paid rcpr=ts a bonus of'-:-:-_---;F~i-=f'-:t~y-k--'F:....o=-=u:..:r=---=a=:-=n.:..d=-....::O:....O=...L../-=1=-0~0:-;.-,---_-_-_-_-_-_-_-_-_-_-_-_-_-_-
• • Dollars (S 5 4 . 0 0 ) per aae, on 3 0 net acres. 

• • •: • • 2. TERM. Subject to the other provisions in this le~ this lease shall be for a t.cnn of F ive ( 5 ) yearS from this cbtc: 
(heA:Tn ca1Jcd "primary tennj and IS loog thereafter as oil and gas, or either of !herD, is produced in paying quantities from said land. 
As dd in this lease, the t.cnn "produced in paying quantities" means that the rc.c:eipts from the sale or other authorized commercial use of the substancc(s) covered 
c:x~&!41ul of poclcit operational expenses for the six months last past. 

•see· E•• ibi t 11 11 tached for Pd- Up De1a :Renta1 Provision ~hovq as Para_graph #40. 

To the owner of the soii: _______ __;:,.......,:--------:;;?"~--:------------------
Dollars (S~----------~"""'=;::7""=------...J 

TolhcS~ofT~=-----------~~~--~~~----~------------------------
Dollars (S ________ ~.-:::::..------;::,..-.::::::---...J 

TowRcnw: _____________ ~~~----------------------~~--------------------------------Dollars (S _ __ ~,.......::::::::_ ____________ --...J 



' . 

4. PRODUCriON ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half(l/2) of the royalty 
provided for in this lease to the Commissioner of the General Lutd Office of the State of Texas, at Austin, Texas, and one-half(l/2) of such royalty to the owner of 
the soil: 

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

3/16ths part of the gross production or the market value thereof; at the option of the owner of the soil or the Commissioner of the 
General Land Office, such value !D be dctennined by I) the highest posted pric:c, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when nm, or 2) the highest marlcet price thereof offaed 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 !D the royalty ownen through an adequate oil and gas separaiOr of conventional type. or 
other equipment at 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 separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prcsc:ribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including ftared gas), Which is defmed as all hydrocarbons and gaseous substances not defined 
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect !D gas processed in a plant for the extraction of 
gasoline, liquid hydrocarbons or other produc:ts) shall be 3/16 tb s part of the poss production or the market value thereof; It the option of the 
owner of the soil or the Commissioner of the General Land Office, such value to be based oo the highest market price paid or offered for gas of comparable quality in 
the general area where produced and when run, or the gross pric:e paid or offered to the producer, whic:hever is the greater, provided that the maximwn pressure base 
in measuring the gas under this lease shall oot It any time exceed 14.6S poW!ds per square inch absolute, and the standard base temperature shall be sixty (60) 
degrees Fahrenheit, correction !D be made for pressure according to Boyle's Law, and for spcc:ific gravity KCOrding !D tests made by the Balance Method or by the 
most approved method of testing being used by the industry It the time of testing. 

(C) PROCESSED GAS. Royalty on any gas pnxessed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 3/16ths part of the residue gas and the liquid hydroc:albons extrac:ted or the market value thereo( at the option of the 
owner of the soil or the Commissioner of the General Land Office. All royalties due herein sball be based on one hundred percent (100%) of the !Dtal plant 
production ofn:sidue gas attributable !D gas produced from this lease, and on fifty perecnt (50%). or that percent ac:cruing to Lessee, whichever is the greater, of the 
!Dtal plant production of liquid hydroc:arbons attributable to th.e '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 !D liquid hydrocarbons shall be fifty percent (500/o) or 
the highest percent ac:c:ruing !D a third party proc:essing gas through such plant Wider a processing agre:mcnt negotiated at ann's length (or if there is no such third 
party, the highest percent then being specified in processing agreements or contracts in the industry), whic:bever is the greater. The respective royalties on residue gas 
and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area. or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydroc:arbons), 
whichever is the greater. ln 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 blaclc, sulphur or any other products produc:cd or manufactured from gas (excepting liquid hydrocarbons) 
whether said gas be "casinghead, • "dry," or any other gas, by fractionating, burning or any other proc:essing shall be 3/1 6tbs pan of the 
gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market 
value !D be determined as follows: I) on the basis of the highest marlcet price of each product for the same month in which such product is produced, or 2) on the 
basis of the average gross sale price of eac:h product for the same month in which such products are produced; whichever is the greater. 

S. MINIMUM ROYALTY. During any year after the expiration of the primary tcnn of this lease, if this lease is maintained by production, the royalties 
p~doooder this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and payable on or 
~~t!Je last day of the month succeeding the anniversary date of this lease a sum equal !D the !Dtal annual rental less the amount of royalties paid during the 
pr;~g year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the pi!Jl)Oses of this paragraph. the delay rental iUDOunt shall be one 
dbJJ.if (~LOO) per ac:rc. 

• 
• • • 6. ROYALTY lN KIND. Notwithstanding any other provision in this lease, at any time or from time !D time, the owner of the soil or the Commissioner 

of !fe.~eral Laad Office may, at the option of either, upon not less than sixty (60) days ootice !D the holder of the lease, require that the payment of any royalties 
accrumg"' such royalty owner under this lease be made in lcind. The owner of the soil's or the Commissioner of the General Land Office's right tD take its royalty in 
lci•li •~tnot 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, 
un<fcr this lease . • 

• • • ••!7. NO DEDUcnONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be ~thout deduction for the cost of 
prodtcing .. gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other products · 
her;~ ~y for sale or use. Lessee agrees tD compute and pay royalties on the gross valu~ received, including any reimbursements for severance taxes and 
prodl1ction related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used !D 

process gas produced hereunder in any processing plant Notwithstanding any other provision of this lease, and subject to the written consent of the owner of the soil 
and the Commissioner of the General land Office, Lessee may recyc:le gas for gas lift purposes on the leased premises or for injection into any oil or gas producing 
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas 
until it is produced and sold or used by Lessee in a manner which entitles the royalty ownen to a royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All roy alties not taken in kind shall be pai d to the Commissioner of the General Land Office at Austin, 
Texas, in the following manner: 

Payment of royalty on production of o il and gas shall be as provided in the rules set forth in the Texas Register. Rules cum:ntly provide that royalty on oil is due 
and must be received in the General Land Office on or before the 5th day of the second month succ:c:eding the month of production, and royalty on gas is due and 
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavit of the 
owner, manager or other authorized agent. completed in the fo rm and manner prescribed by the General Land Office and showing the gross amount and disposition of 
all o il and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition 
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and marltet value lncludinc gas meter re.dings. pipeline =:eipcs. ps line receipts 111d other chcclcs or memoranda of amount producc11 and put into pipelines, bnb 
or pools 111d &&s lines or g&s stora&c.. llld any other reportS or records which the General Land Office may re.quirc to verify me gross production. disposition and ' 

• marlcet value. In all cases the authority of a maoacer or a,mt to act for the Lessee bc.rein must be filed in the GeDcra1 Land Office.. Each royalty payment sbJJ be 
KCOmpanied by a checlc stub, schedule., summary or other remittance advice showin& by the assipcd Genctal Lmd Office lease number the amount of royalty being 
paid on each lease.. If Lessee pays his royalty oa or before thin)' (30) days after the royalty payment was due., then Lessee owes a penalty ofS% on lbc: royalty or 
$25.00, whichever is greater. A _!!)Yalty payment which Is over thirty (30) days late shall acc:rue a penalty of 10% of the royalty due or $25.00 whichever is~. 
In addition 10 a penalty, royalties shall accrue interest at a rate of 12% per year; such intctc:st will begin accruinc wben tbe royalty is sixty (60) days overdue.. 
Affidavits and supporting doc:uments which lt'C not 6Jcd when due shall incur a pc:nalty in an amount SCI by the General Land Office: administrative rule wbicb is 
effective on the~ when the affidavits or supportinc doc:wnents were due. The~ shall bear all responsibility for payio& or c:ausin& royalties 10 be paid as 
~bed by the due date provided herein. Payment oftbe delinquency penalty shall in no way operate 10 prohibit tbe Star.c's right offorfei!Urc as provided by law 
nor act to postpone the date on which royalties were originally due. Tbe above penalty provisions shall not apply in cases of title dispute as 10 the State's portion of 
tbe royalty or 10 that portion of the royalty in dispute as to fair market value:. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lc3see shall ~nn.Wly fUrnish tbe Commissioner of the General Land Office witb 
its best possible estimate of oil and gas R:SCJ"VCS underlying this lease or allocable to this lease 111d shall fun! ish said Commissioner with copies of all contracts Wider 
which cas is sold or proc:cssed and all subscqueut apeements aod amendments to suc:b c:ootrxts within thirty (30) days afta entering into or malcing such c:ontr3c:ts, 
agreements or amendments. Sudl c:ontrKU and qrccments when rcccived by the GeDcra1 Lmd Oflicc shall be bdd iD coofideac:c by tbe General Land Office iiDicss 
otherwise authormd by Lessee. All o«ba c:ontnld:S 111d records pertaiainc to tbe production, tran.sportarloa, sale and awkaing oflbe oil and ps produocd oo said 
premises, inc:ludinc the boola and II:CO\I.Dts, =:eipts md cfisdw'ccs of all wells, tan1cs, pools. mctas, and pipelines shall at all times be subject 10 inspcc:tioa and 
examination by the Commissioner of tbe General Land Offic:c, tbe AUomcy General, tbe Govcnwt, or tbe representative of any of tbem.. • 

(B) PERMITS, DRILLING RECORDS. Wriacn notice of all operations oa this lease shall be submitted to tbe Commissioner of the General 
Land Office by Lessee or operator five (!5) days before spud date. woricover, re-enay, temporary abandoMient or plug and abandonment of any well or wells. Suc:b 
written notice 10 lhe General Land Office shall include copies of!Uilro&d Commission forms for application to drill Copies of well tests, completion reports and 
plugging reports shall be supplied 10 the General Land Office at tbe time they are filed with the Tens Railroad Commission. All applications, permits, reports or 
other filings that ~fcrence tbis lease or any spec:ific: well on the leased premises and that are submitted to the Texas Railroad Coaunission or any other gov=tal 
a,enc:y shall include the word "Sw.e" in the title. Additionally, in accontanc:c with RaiJ.road Commission rules, any sisna&e on the leased premises for the purpose of 
identifying wells, tanlc battaic:s or other as.soc:iued improvements 10 the lmd must also include the word "Sw.e.• Lessee shall supply the GcneraJ Land Office witb 
any records, memoranda, accounts, ~ c:uttinp and cores. or otba info11'1Wion relative: to the operation of the above-described premises, whic:b may be 
requested by the General Land Offic:c., in addition 10 those: bc.rein expressly provided for. ~shall have an electrical and/or radioactivity survey made: oo the 
bore-hole section, from the base of the surface c:asing to the total depth of well, of all wells drilled oa !he above desaibed premises and shall transmit a true copy of 
tbe log of each survey on each well to the GclleraJ Land Office within f&ftcen (IS) days after the making of said survey. 

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. U: during the primary tam hereof and prior 10 discovery and production 
of oil or gas on said land. Lessee should drill a dry hole or holes thereon. or if during the primary term hereof and after tbe discovery and aaual production of oil or 
cas from the leased premises such produc:tion thereof should c:case from any cause. this lease shall oot tenninate if on or before the expiration of sixry (60) days from 
date of completion of said dry hole or c:essalion of production Lessee commences additional drilling or rcworkin& operations thereon,. or pays or tenders the next 
annual delay rental in the same manner as provided in this lease. If, during tbe last year of the primary term or within sixty {60) days prior thereto, a dry hole be 
c:ompleted and abandoned. or the produaion of oil or gas should c:case for any cause., Lessee's rights shall remain in full force and effeet without further operations 
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at th.e expiration of the primary term, Lessee may maintain this 
lease by conducting additional drilling or reworicing operations pum1311t to Paragraph 13, using the expiration of the primary tetm as the date of cessation of ' 
pro4u«Jo~ under Paragraph 13. Should tbe fim well or any subsequent w~:ll drilled on lbc: above desaibed land be completed as a shut-in oil or gas well within the 
prf,..:r,~rm herc:o( Lessee may resume payment of the annual rental in the same manner as provided hc:rcin on or before tbe rental paying date following the: 
expinroion of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure 10 make such payment, this lease shall ipso faciO 
te~Jtc.! If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is loc:ated on the leased premises, payments may be made ill 
ac:cor4anc:c with the shut-in provisions hcreo( 

•• • 
• • • .~2. DRJLUNG AND REWORKING AT EXPlRATION OF PRIMARY TERM. I( at the expiration oftbe primary t.cnn, neither oil nor gas is being 

produced 011 said land. but Lessee is then engaged in drilling or rcworicing operations thereon, this lease shall remain in force so long as operations on said well or for 
driiM~StllfKtworking of any additional well are prosecuted in good faith and in-woricmanlike manner without interruptions totaling more than sixry (60) days during 
any oni 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 ~ut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

•••••• • • 
IJ. CESSATION, DRILLING, AND REWORKING. If. a.ft.c:r the expiration of the primary term, production of oil or gas from the: leased premises, after 

once 4>1ttal~. should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworlc.ing opentioi\S within sixty (60) days 
after sJc:h cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in worlcmanlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or rcworicing operations result in the production of o il 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 dri.lling or ~woricing 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 drilling or rcworlcing opera.Liol\5 in good faith and in a worlc:manlike manner without intcrruptioi\S totaling more 
than sixty (60) days. Lessee shall give written notice 10 the G«:neral Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. 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 o f oil and gas. u: at any time after the expiration of the primary tenn of a lease that, until being shut in, was being maintained in 
force and effect, a well capable of producing oil o r gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack 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 no t less than Sl ,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease does not specify a delay rental 
amount. then for the purposes of this paragrapll. the delay rental amount shall be one dollar (51.00) per acre. To be effective, cach initial shut-in oil or g&s royalty 
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must be paid on or before: (I) the expiration of the primuy tenn, (2) 60 days afta the Lessee ceases to produce oil or cas from the lased prern.ises, or (3) 60 days 
a&r Lessee: comple1c.S a drilling or ~g operation in accordance with the lease provisions; whichever date is I~ Such payment shall be made one-half(l/2) 
to the Commissioner of the General Lmd Office and one·half(l/2) to tbe owner of the soil. If the shut-in oil or gas royalty is paid, the lease shaiJ be considei'C1j to be 
a producing lease and the payment shall c:xtend the tenD of the lease for a period of one year from the end of the primary tenn. or from the first day of the month 

_ following the month in which production ceased, and, after that, if no suitable production facilities or suitable marlcet for the oil or &as exists, Lessee may extend the 
lease for four more successive periods of one (I) yur by paying the umc: amount uch year oo or before the expiration of each shut-in year. 

15. COMPENSATORY ROYALTIES. It; during the period the IC2SC is kept in effect by pzymcntofthe shut-in oil or g.as royalty, oil or gas is sold and 
delivered in paying quantities from a weU locai.Cd within one thousand (1,000) feet of the leased premises and complettd in the same producing reservoir, or in lilY 
case in which drainage is occurring. the richt to continue to maintain the lease by p:«Yin& tbe shut· in oil or &as royalty sba1J cease, but the lease sh.all remain effective 
for the remainder of the year for which the royalty bas been paid.. The Lessee may maintain the lease for four more successive yean by Lessee payinc cornpet~satory 
royalty at the royalty rate provided in the lease oflhc market value of production from the weU causiog the drainage or which is completed in the same producing 
reservoir and within one tbo~d (1,000) feet of the leased prcmisc::s. The compensatOry royalty is to be paid monthly, one-balf(l/2) to the Commissioner of the 
General Land Office and one-half(l/2) to the owner of the soil, bqinnin& 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 dninace or thai is completed in the same producing reservoir and loascd within one thousand ( 1,000) feet of the leased premises_ 
If the compensatory royalty paid in aay 12-month period is in an amoWillcss than the llllllUII shut-in oil or cas royalty, Lc::ssce shall pzy an amouat equal to the 
diffcrcnc:e within thirty (30) days from the CDd oftbe 12-month period. Compcnsa10ry royalty payments which are not timely paid wUI acauc penalty and interest 1n 
accordance with Paragraph 9 of this lease. Nooe ofthc::sc provisions will relieve Lessee oflhc obligalioo of~onable development nor the obli&ation to drill offset 
wells as provided in Texas Natural Resources Code S2.173; however, at the determination of the Comm.issiona, and with the Commissioner's written approval, tbc 
payment of compensatory royalties em satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provisioa of this lease to the contrary, after a well producing or capable of produc:ing oil or g.as 1w 
been completed on the leased premises, Lessee: shall exercise the diligence of a reasonably prudent operator in drillin& such additional well or wells as may be 
reasonably nCCClSar)' for the proper development of the leased premises and In marketln& the production tbcrcon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the cx;-iratioo dale of the primary or extended term it .shaJJ then tenninate 
as to all of the lased premisc::s, EXCEPT ( 1) 40 aaes sunounding each oil well capable of producing in paying quantities and 320 acn:s surrounding each gas well 
capable of producing in paying quantities [mcluding a shut-in oil or gas well as provided in Paragraph 14 bcrcof), or a well upon which Less~ is then engaged in 
continuous drilling or reworking operations, or (2) the nwnber of acres included in a producing pooled unit pursuant to Texas Natural Resourcc::s Code S2.151-
52.15J, or (3) such greater or Jesser number of acres as may then be allocated for production purposes to a proration unit for each such producin& well under the rules 
and regulations of the Railroad Commission ofTc:xas. or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective 
date of the partial termination provisions hereof; the applicable field rules are changed or the ~ell or wells located thereon are reclassified so !hal less acreage is 
thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for 
production pwposes. NotwithsWlding the termination of this lease as to a portion of the lands covercd hc:rcby, Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this lease for all purposes dc::saibed in Paragraph 1 hereof; together with casements and rights-of-\ny for existing 
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereof ("the retained lands'), for access to and from the 
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(lil) WO~O~n:Mw ll'llhe e-.ent lhi:llea:se i:l ift foreo end elreet Pne fl)) ,., aft..lh• _,irtdie11 Mt. eflhe ptu-) er cxtetallelller'lll itsl!llll rw.Mr 
temaioale.., le mlllepdu below 186 fi:et below tbe !oral depdi dziilcd (hciCiatafter 'ck:cper llcptM~ ill eaeh .,.eiJ leeatellea aetear;c rcteinell ie P-!:"81111 "(A) 
abme, wdm on 01 befiiie two (2) jeaiS zfta die plill&aij 01 exll:nded ll:rm Lelxe I'll)! 111 -ellllll'tYIII 1111 IIRI llali(I.Q) ef1A1 INIAIII ea:i&iAllly p•id, 

l8nsili1Mii1111 ferli!i3 Je.,e (.., 3pcti6cd on page I beiCO,. (.f3udt IIIIOUilt i:l pail!; t!li:llease sftall lie ill fe- lllllllfellt.., Ml 'liM !Iuper depiM; llflli Mill 
lttiiahaariost sludl be dt:J3jed tbt dll addldon:d pealod urcwu (%) jtazs aud so long dactczOA:i as oa or 1:13 j, paodaeed in paJiaig qmatitics &can JtKb decpe. fleptM 
ee'l: e. ell Is)' till! lea.• 
••• • • • 
• • • (C) IDENTIACA TION AND FlUNG. The surface acreage retained hereunder as to each well shall, as nearly as practic:al, be in the fonn of a square with 

th• ~II Jocated in the center thereof; or such other shape as may be approved by the Commissioner o f the General Land Office. Within thirty (30) days after partial 
t!l"'llinatlt>n of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or 
deptJu not retained hereunder. The recorded release. or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed 
by ~ G«teral Land Office rules in effect on the c!att the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
d~~ aft~ing rc'qucst.ed to do so by the General Land Office, then the Commissioner 31 his sole discretion may designate by wriam instrument the ~c and/or 
depths to 1M: released hereunder and record such instrument 31 Lc::ssce's expense in the counry or counties when: the lease is located and in the official records of the 
GcttM Und Office and such designation shall be binding upon Lessee for all purpos·es . 

.l7. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lc::ssce ofbis obligation to prottct 
the ~·aflft~as under the above~cscribed land from being drained. Lessee, sublessee. receiver or other agent in control of the leased prcm~ shall drill as many 
wells as thco.facts may justify and shall use appropri31C means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addit¥'-•lf~il and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises. or in any case where the leased premises is being 
drained by production of oil or gas. the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wel ls upon the leased premises within I 00 days after the draining well or wells or the well or wells completed within 1,000 f~t of the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the s tarutory offset obligation may subject this lease and the owner of the 
soil's a.gcncy rights to forfeiture. Only upon the determinal..ion of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable starutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort. Lessee is prevented from complying 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 lc:LSed premises by reason of war, rebell ion, riots, strikes, ac:u of God, or 
any valid order, rule or regulation of government authoriry, 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 cai1Se, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the 
payment of de: lay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling o r reworking operations or production of oil 
or gas. 
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19. W ARRANrY CLAUSE. The owner of the soil wanants and agrees to defend title 10 the leased premises. If the owner of the soil defaults in 
payments owed on the leased premises, then Lessee nuy redeem the rights of the owner of the soil in the leased premises by paying any mortgage. taxes or other liens 
on the leased premises. If Lessee llWces payments oo behalf of the owner of the soil under this paragraph, Lessee nuy recover the c:ost of these payments from the 
rental and royal ties due the owner of the soil. 

20. (A) PROI'ORTICUJ..TE Ra>UCTIO:i CLAUSG. if u~t: o~rMofthe soil owns less thm the entire undivided surfac.e esta1c ill the above 
described land, whether or not Le:s.see's illterest is specified herein, then the royalties and rental ~in provided to be paid 10 the owner of the soil shall be paid to him 
in the proportion which his intuest buts to the entire undivided surfau esw.e and the royalties and rental heteill provided to be paid 10 the Commissioner of the 
General Land Office of the Stal.e ofTaas shall be likewise proportionately reduced. However, before l..c:ssee adjusts the royalty oc rental due to the Commissioner of 
the Genenl Land Office, Lessee or his authorized reprcsenutive must submit to the Commissioner of the General Land Oflic:e a wriucn stalcment which explains the 
discn:pancy between the interest purportedly leased under this lease and the acruaJ interest owned by the owner oftbe soil. The Commissioner of the Geoera~ Land 
Office shall be paid the value of the whole production allocable to any undivided iDIUCSt not covered by 1lc:ase., Jess the proponionate dl:velopmcn.t and produttioo 
con allocable 10 such undivided illterest. However, in no event shall the Commissioner of the Ge:nenJ Land Office m:cive 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. I~ during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that bas been approved by the School Land Board and tbe owner of the soil in accordance with Narural Resourc:es Code Sections S2.15l-S2.1S4, or 
U: II any time after the expiration of the primary term or the extended term, this lease covers a lesser nwnbc:r of acres than the total amount desaibed herein. 
payments that are made on a per laC b~is hereunder shall be reduced acGOrding 10 the number of acres pooled, released, surrendered, or otherwise severed, so that 
payments detcnnined on 1 per acre basis under the terms of this lease during the primary term shall be c:altulated ~ upoo the nUJllba of acres outside the. 
boundaries or a pooled unit, or, if after the expiration of the primary te.nn. the number of acres acrually reWned and covered by this lease.. 

21 . USE OF WATER. Lessee shall have the right to use water produced on said land ne=sary for operlllons under this lease except water from wells or 
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or Wiler suitable Cor livc.stoclc or irrigation purposes for waterflood operations 
without the prior consent of the owner of the soil 

22. Atrll10RIZED DAMAGES. Lessee shall pay the owner ofth.e soil for damages caused by its operllions 10 all personal property, improvements, 
Jlvestoclc and aops on said land. 

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

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

25. POU.tmON. In devc:loping 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 wat~r contamination. In the event of pollution., Lessee shall use all means at ill disposal to recapture all escaped hydroc:arbons or other 
pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fenc:es around its slush, sump, and dr:Unage pits 
and tank batteries so as 10 protect livestoclc against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and levd all 
slush pits and cellars and completely dean up the drilling site of all rubbish thereon. Lessee shall, while c;QDducting operatiorts on the leased premises, lceep said 
premises free of all rubbish, cans, bottles, paper cups or prb~ and upon completion of opcra.tions shall restore the rutface of the land to as near its original 
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limiwions in this paragraph, Lessee shall have the right to remove machinery and fiXtUreS pla.c:ed by 
Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the tennina.tion of this 
le~.mfCIIS the owner of the soil grants Lessee an a tension of this 120-<iay period. However, Lessee may not remove casing from any well capable of producing oil 
and \a! rn paying quantities. Additionally, Lessee may not draw and remove casing until after thitty {30) days written notice 10 the Commissioner of the General 
~a Ufaec and to the owner of the soiL The owner of the soil shall become the owner of any machinery,lixtures., or casing which are not timely removed by Lessee 
und~the ~rms of this paragraph . 

• 
• • • • l7. (A) f'SSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estate3 of either party to this 

lease~ assigned, in whole or in put, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal represenwives, successors 
and WL!IN: However, a change or division in ownership of the land, renws, or royalties will not enlarge the obligations of Lessee. diminish the rights, privileges 
and C3UteS "fLessee.. impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
divisiOIPin ownenhip of the land, rentals, or royalties shall bind Lessee for any purpose until thitty {30) days after the owner of the soil (or his heirs, devisees, legal 
represc:n~~ or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded munimeniS of title (or a 
cenifa~ ~P1 of such original) wh·en the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the intereSt 
assigned, ~iitve and discharge L.e:ssee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only pan of the acreage. the right and 
optiorf ro· pay<rcntals shall be apportioned as between the se veral 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 paid or tendc.red; however, if the assignor or assignee does not file 1 
eenified copy of such assignment in the General Land Office before the next renw paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the S ta.te by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in P:u-agr.~ph 27(a), if the owner of the soil acquires this lease in whole or in part by 
assignment without the prior written approval of the Commissioner of the General Land Office. this lease is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made 10 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 nockholder or is an employee o f 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: 
(5) a partner or employee in a partnership which is the owner of the soil; 
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{6} a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservatoc for the 
owner of the soil; or 
(7) a family member of the owner of the soil or relal.ed to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Ussec: ~ at any time execute and deliver to the owner of the soil 
and place oi record a release or relc:asc:s covering any portion or portions oftbc leased premiSeS, and thereby surrender this lease as to such portion or ponions, 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 bean to the acreage which was covered by this lease immediately prior to such surrc:nder, however, such release will 
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrc:nder of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assip!C(I oc released, such assipunent or release must be recorded in 
the county where the land is situated, and the recorded instrument. oc a copy of the recorded i.nstmmcnt ccnitied by the County Clcrlc of the county in which the 
instrument is rceorded, must be filed iD the General Land Office within 90 days of the last execution date aa:ompanied by the presaibed filing fee.. If any such 
assignment is not so filed, the rights acquired under this lease shall be subjett to forfeiture at the option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease oftbc above-descn"bcd land have bca1 included in this instnun.ent, including the 
stalcmcnl of the true consideration to be paid for the exec:utioo of this lease and the rights and duties of the parties. Any collazcra.J agreements concerning the: 
development of oil and gas from the leased premises which are not contained i.a this lease render this lease invalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fidutiary duty aod 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 oftbc State, the owner of !be 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 ofany sum wilhin thirty days~ it becomes due, or if Lessee or an authorized 
agent should knowingly make any false return or false report concerning production or drilling. oc 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 repons 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 tbc Railroad Commission, or if 
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an autho~d agent should knowingly fail or refuse 10 give 
correct information to the proper authority, or lcnowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shalllcnowingly 
violate any of the materia.! provisions of this lease, or if this lease is assigned and the assignment is DOt filed in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same wbcn sufficiently informed of the facts which authorize a 
foneiturc, and when forfeited the area shall again be subject to lease under the tmns of the Rc:Jinquishment Act. 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 herelUlder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hc.reto. 

33. UEN. In accordance with Texas Natural Resources Code 52.136, the Swe shall have a first lien upon all oil and gas produced from the area covered 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the 
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security 
interest in all leased minerals in and extracted from the leased premises, all proceeds which may a.caue to Lessee from the sale of such leased minerals, whether such 
proceeds are held by Lessee or by a third party, and all fiXtures on and improvc:mc:nts to the leased premises used in connection with the production or processing of 
such leased minerals i.a order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be 
foreclosed with or without coun proceedings in the manner provided in the Title l, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees tha1 the 
Co.nup~ioner may require Lessee to execute and I'CQ)rd such instruments as may be reasonably n~ to aclcnowledgc, attach or perfect this lien. Lessee hereby 
R~>."Sfi~ that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of 
this lel\e. Should the Commissioner at any time determine that this representation is not ttuc, then the Commissioner may declare this lease forfeited as provided 
~r,. • 

•• • 
• 34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold 

or ~~...Jinterestfor the exploration, development and production of oil or gas or either of them upon the same tenns as shall be approved by the School Land 
Boafd an'"d•the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources 
C~; .u1s 1-52.153. The owner of the soil ~es that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natur:11 
Resdllrcestode 52.152 . 

• 
• • • • .15. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers., emp_loyees, partners, agents, 

cantrtctors:subcontractors, guests, invitec:s, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other 
harm.JU~114Jng environmental harm, for which rceovcry of damages is sought, including. but not limited to, all losses and expenses which arc caused by the 
activ,lies ofl.cssce, 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 be liable for, exoneral.e, 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 deiUh), 
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and 
other legal expenses, including those related to environmental hazards, on the leased premises or in any wtry 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 interest therein, agrees to be liable: for, exonerate, indemnify, defend and hold harmless the State of 
TeJCas and the owner of the soil, their officers, employees. and agents in the same manner provided above in COMection with the activities of Lessee, its officers. 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF TIIE ~l>E~INITY OBLIGATIONS 
Ai'ID\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITIWUT LIMITS Ai"'fD WITHOUT REGARD TO 
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDmONS) , STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, 
CONCURRENT, ACTIVE, OR PASSIVE. 
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36. ENVIRONMENTAL HAZARDS. Lessee shall usc the highest degree of are and all reason~le safe pards to prevent contamilu.tion or poUution of · 
any environmental medium. including soil. surhoe ~ voundwalcr, sediments. and surface or subsurface stn1a. ambient air or any other environmeiUalmediurn 
in, on, or under, the leased premises, by any waste, pollutant. or contaminanL Lessee sb.all not bring or permit to rcm.ain on the leased premises any asbestos 
containing materials. explosives, toxic ma1aials, or substances reJUiazed as hzmrdous wutcs., hzzardous materials. hazardous substances (as the tenD ·Hazanlous 
Substance'" is defined in the Comprehensive Environmental Response, Compcontion and Liability Act (CERCLA). 42 U.S.C. Sec:tions 9601, Cl seq.). or toxic 
substances under any federal. state, or local law or reJUiatioo ("H3Z3rdous Malerials"). except onfuwy products commonly used in connection with oil and 1 a.s 
exploration and development opera.tiocu and stored i.a the usual mamer and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHJBffiON 
SHALL CONSTITUTE A MATERIAL BREAOI AND DEFAULT BER.EtJNDERAA'D LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND 
DEFEND THE STATE OF TEXAS A.'ID THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAL\lS, DAMAGES. JUDGMENrS., PENALTIES, 
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OFTIU: FOREGOING PROHJBmON OR (D) TifE PRESENCE, RELEASE, OR DISPOSAL OF A.'N HAZARDOUS MATERIALS ON. 
tJNDER, OR ABOUTTBE LEASED PRE.'\fi.SES DURING LESSEE'S OCCUPANCY OR COI'ITROL OF THE LEASED PREMlSES. LESSEE SHALL 
CLEAN UP, REMOVE, RL~Y AA'D REP AIR A.'N SOIL OR GROUNDWATER CONrA."\fiNA TIONA.~ DA..'IAGE CAUSED BY THE 
PR.ESE."'iCE OR RELEASE OF ANY IIAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PRE.\IISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PRDOSES IN CONFORMANCE Willi THE REQUIRE.\iENTS OF APPUCABLE LAW. THIS 
INDEMNIFICATION A.'ID ASSUMPTION SHALL APPLY, BUT IS NOT LIMITE.D TO, UABIUTY FOR RESPONSE AcnONS UNDERT Al<E.'4 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF 
TL"'CAS AND THE OWNER OF THE SOU. W1UITEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH. UPON 
LEAR."'ING OF Tin: PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM A.'N G0~7AL 
AGENCY PERTAJllaNG TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBUGATIONS OF LESSEE 
H.ER..EUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER n:R..\-liNA TION. FOR ANY REASON, OF l1liS AGR.EE..'IENf. 

37. APPUCABLE LAW. This lease is issued under the provisions ofTexas N3Nral Resources Code S2.171 through 52.190, coawooly kno'N!I as the 
Relinquishment Act, and other applicable swutes and amendments thereto, and if any provision in this lease does not confonu to these SWUtes, the starutes will 
prevail over any nonconforming lease provisions. 

38. EXECUTION. This oil and gas le&se must be signed and :acknowledged by the Lessee before it is filed of record i.a the county records and ill the 
General Land Office of the Swc ofTeus.. Once the filing requirements found ill Paragraph 39 of this lease have been satisfied. the e1fec:tive dale of this lease shall 
be the date found on Page I. · 

39. LEASE RUNG. Pumlant,to Oaptu 9 of the Texas Business and Conunerce Code, this lease must be filed of record in the office of the County 
Oerlc in any county in wbich all or any pan of the leased premises is !OCJtcd, and certified copies thereof must be filed in the General Land Office. This I= is not 
effective until a certified copy of this lease (whicb is made and certified by the County Cleric from his records) is filed in the General Land Office in accordance with 
Texas Natural Resources Code S2.18J . Additionally, this tease shall not be binding upon the Swc unless it recites the actual and lnle consideration paid or promised 
for execution of this lease. The bonus due the Swc and the prescribed fil ing fee shall accompany such certifi ed copy to the General Land Office. 

TITLE:·------------~~-----------

DATE:._ ----L-/ GJ:______::-~=--1-f-l?ff""-----.... 
• • • • •• 

STATE OF TEXAS 
•••••• • • 

BY: • 

fortheSwcofTexas Sharon B . St . 
in her sole and separate 

p roperty 

Ind!tJ1JftlJZy and as agent for the St.ue of Texas 

Date:. _______ ________ _ _ 

STATE OF TEXAS ~ 

BY:~4-~ ~ 
lndiv idUJY~State ofT G"'lvendolyr( B . 
Gel_teme7/r~/?fping in her sole and 
Date. 1 1 . sepa r ate 
ss~ property 
STATE OF TEXAS 

BY:~-------------------------------
Indiv idually and as agent for the State ofTexas 

Date: _____ _ _ ___ ____ __ __ 

True and 6eFFasl 
copy of 

Original filed in 
Reeves County 

Clerks Office 



STATE OF ____________________ __ 
(CORPORATION ACKNOWLEOGMENl) 

COUNTY OF __________________ _ 

BEFORE ME. the undersigned authority, on this cby personally appc2=t. ______________________ _ 

known to 111e to be the person whose namc is subsaibed to !he forego in& insaumc:Dt, as. _ _ ____________ ________ .of 

iod aclcDowledged to me that be executed the same 
;::fo:-::r:-::lhe;:-::-p:-::urpo:-:-::-::scs---an-;d-c:o-ns--:-:iduad:---:-.o-n-thac:--:in:--exp-res.s--sc:-d,':"":"ln-th-:--e-ap-ac-:i-ty-sta~e--:d.:-md--:-as--:-:th:-e-act-md--:-:dced:--;-o~f:-sa~~· d;-CQIJlO-:-::' ration. 

Given under my lwld and seal of office this the. _____ cby of __________ ,J 19 __ . 

STATE OF ___ :Q__._.J.;{[).D ____ r-:-----..--
Nocary Public: in and for _________ __ 

(CORPORATION ACKNOWLEDGMENI) 

COUNTY OF _ __._Ol..:.....L...Ii...=euztMj[;,___....,;___ 

BEFORE ME. the undCTSigned authority, on this day pcnonally appeatd:.__ ____ ~.:.:::;...:z::..:;....;;_·-++-9o-H-'-. '-=-fw.JoC.::...I...AISDJ=..:~-+----
1a1own to me to be the person whose l13mC is subsaibed to the foregoin& insttumcnt, as. ___________________ of 

md aclalowlcdged to me thal he executed lbc: .same 
;::fo:-::r-::lhe;:-::-p-urpos.---es-an--:-d-c:o-ns-=-ider.ul:---:.on--th7'cre-in-:--c:xp--rcssc--d.":""':'in--:-th-e-c:ap-a-:c:i-:-ty-s-w.c--d.:--an-d;-as---:-thc:--act-an--:d:-deed;--;-o-;f;-sa~-:.-;-d-c:o.rporation. 

Given under my hand and seal of offic:e this the {p day of Q C:/tJ be/L , 19 q ~~ _.... /~ 
17 

/ 

·--~~ ~~~r--
! · • .. ~(~ MONICA MARLOWE Notaty Public: in and for ~ ) · -<:~*y(l.\ NOTARY PUBLIC 

f'{J *' t · .. ·\ l' ; } State of Te:<as 

' 

.4~ ? ~or\,t~ Comm. Exp. 10-30-99 
STATEOF _ /J ~~--~ 

--~~~~~~--~~~~ 
(INDrviDUAL ACKNOWLEDGMENT) 

COUNTY OF \. ~ 
Before me, th::JL:e::U:ority, on this day pcllOnally appe3fCd s h a r 0 n B . s t . c 1 a i r ( de a 1 i n g 

i n h e r so l e and se ~a ra t e ~ro~e rty 
lcnown to me to be the pcllOns wbose names arc subscribed to the foregoing instrument, and aclcnowledgcd to me thai they executed the same fo r the purposes and 
consideration therein expressed. . .. ~ ~ /) 

• 0 • 0 • • Given under my hand and seal of offic:e this the. __ _,//::.......<P&~.:::.....-

•••• • • • .. .. 
• 

BEITYV.GRANT 

•• • • • • • •• 
Notary Public, State of Texas 

My Commission Exp. 03·09·99 

ST4~-~~~~~~~~----~~~~~ 
co~~F~~~a_~~~----------

(INDMDUAL ACKNOWLEDGMENT) 

·:···aefore me, the undersigned authority, on this day personally appe311:d Gwendolyn B. Ge 1 temeyer , de a 1 i ng 
..... :i n he r s o l e a n d sepa r ate prope r ty 

lcnoWJPto rnl to be the persons whose names arc subscribed to the foregoing instrument, and ac:lcnowledged to me that they executed the same for the purposes and 
consideration therein expressed. 

Gi"'"""'" my h~d md "~ of ofl!= ~i• "'' / 1/(],_ '" of ~ 19 '7/ ·~~----- -~~~~==L---~-----~~-J ~~----

Notary Public in and for_TP. ... e-:;..oX'-"-QL.:5::::...... ________ __ 

True and e;orrest 
copy of . 

Original 1iled In 
Reeves Co~nty 

Clerks Ofilce 



• •• • • • ••• 
•••• • • • •• • 

• 
•• • • • • • • • 

• 
... :···.: 

• 

EXHIBIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OlL AND GAS LEASE DATED 
AUGUST 25, 1998, BY AND BETWEEN SHARO B. ST. CLAIR AND GWE DOLYN B. 
GELTEMEYER, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING THE NW/4 
NW/4 OF SECTION 29, BLOCK 58, PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, 
TEXAS. · I 

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

DI.MN!:. 0. fl..ORI:L.. COL' 11 < "U:i<K 
.REEVES COUNTY, TEX.I\S 

True and 6eHest 
copy of . 

Original filed 1n 
Reeves County 

Clerks Office 



••• • • • •• • 
• •• • • • • • • • 

• 
• •• • • • •• • 
• ..... .., 
• • 

• 
• •••c:·· • • 
• ....... 
• • 



,/ 
I 

Mr. Drew Reid 
Texas Genera l Land Office 

ovember I I, 1998 
Page 3 

12./ 

) 
13. 

Certified copy of Paid-Up Oil and Gas Lease dated August 25, 1998, between the State of Texas, 
acting by and through its agent, Sharon B. St. Clair & Gwendolyn B. Geltemeyer, referred to as owner 
of the soil, and Clay Johnson, Lessee, co\·cnng the:\\\' -t of'\\\' 4 of Sect ron 29. Block 58, PSL 
Survey, Reeves County, Texas. Titan Resources, L.P. Check o. 2888 made payable to the 
Conunissioner o f the General Land Office of the State of Texas In tl1e amount of$81 0.00 representing 
payment in full of lease bonus consideration ( 1/2 due the Sta te o l Lex as) for tJu; a bon~ me.nuoned Oil 
& Gas Lease. 

Certified copy of Paid-Up Oil and Gas Lease dated August 25, 1998, between the State of Texas, 
acting by and through its agent, Sharon B. St. Clair & Gwendolyn B. Geltemeyer, referred to as owner 
of the soil, and Clay Johnson, Lessee, covering the W/2 of Section 46, Block 56, PSL Survey, 
Reeves County, Texas. Titan Resources, L.P. Check o. 2889 made payable to the Commrssioner of 
the General Land Office of the State of Texas in the amount of$4 ,320.00 representing payment in 
full of lease bonus consideration ( 1/2 due the State of Texas) for the above mentioned Oil & Gas 
Lease. 

Certified copy of Paid-Up Oil and Gas Lease dated July 13, 1998, between the State of Texas, acting 
by and through its agent, Gloria Swisher, referred to as owner of the soli , and Clay Johnson, Lessee, 
covering a 187.5 acre tract of land, being the West 207.5 acres, Save & Except a 20 acre tract o f land 
in the center part of the North part of said 207. 5 acre tract in Section 29, Block 59, PSL Survey, 
Reeves County, Texas. Titan Resources, L.P. Check No. 2890 made payable to the Commrssioner of 
the General Land Office of the State of Texas in the amount of $2,531 .25 representmg payment in 
full of lease bonus consideration ( 1/2 due the State of Texas) for the above mentioned Oil & Gas 
Lease. 

Wuh regard to payment of the required filing fee for the above 14 leases, enclosed please ftnd our request for credit 
by letter dated September 22, 1998, accepted by the Texas General Land Office on September 30, 1998. Per the terms 
o f this agreement, we would like to apply the $350.00 filing fee to our outstandmg balance tl1ereby leaving a $6,346.62 
credi t for future items. 

In addition to the above referenced leases and request for credit by letter, enclosed is a copy of request for approval of 
the le:..:;c by leuer dated October 13, 1998, accepted by the Texas General Land Officr on ovember 3, I j98. A.s soon 
as the leases transmitted herewith have been approved and filed, please advise th1s office of the ass1gned Mmeral File 
Numbers. If additional information is required, please do not hesitate to contact the undersrgned. Thank you for your 
continued cooperation and courtesy in this matter. 

WJB/dss 
Enclosures 

Very truly yours, 





1111\N Ht:::>UUHvt:::>, L.t-' . V 

ACQUISITION CHECKING 
COMM ISSIONER OF THE GENERAL LAND OFFICE 

PARP.GON ii299:Lease Bonus Payment in fu ll of 1/2 Lease Bonus Consideration due 
the State of Texas for Paid-Up Oil & Gas Lease 
dated 08/25/98 from the State of Texas by Agent 

11/5/98 

haron B. St. Clair & Gwendolyn B. Geltemeyer, Lessor. 
in favor of Clay Johnson, Lessee, covering the NW /4 

• ('~eking 
• • • ••• 
•••• 

Tlfi\N ·R~OURCES, L.P. 

Lease Bonus 

of the NW/4 of Section 29, Block 58, PSL Survey, 
Reeves County. Texas. 

ACQt;JSITI<ttb~~~ER OF THE GENERAL LAND OFFICE 11/5/98 
• • • 

•. F'~GON #299:Lease Bonus Payment in full of 112 Lease Bonus Consideration due 
• the tate of Texas for Paid-Up Oil & Gas Lease 

•••••• • • dated 08125/98 from the State of Texas by Agent 
• Sharon B. St. Clair & Gwendolyn B. Geltemeyer, Lessor, 

••••• : in favor of Clay Johnson, Lessee, covering the NW/4 
• • of the NW/4 of Section 29, Block 58, PSL Survey, 

•• •. •: Reeves County, Texas. 
• • 

..I 

Checking Lease Bonus 

002888 >\ 8 10.00 

99014394 

8 10.00 

002888 
8 10.00 

8 10.00 



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

• •••••• • • . 
•••••• • • 



Texas General 
Land Office 

David Dewhurst 
Commissioner 

Stephen F. Aust1n Building 

1700 North 
Congress Avenue 

Austin, Texas 
78701-1495 

512-463-5001 

August 11 , 1999 

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

Re: RELINQUISHMENT ACT LEASE NO. M-100243 
NW/4, NW/4 of Sec. 29, Blk. 58, PSL Sur. 40 gross ac. 30 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-1 00243. Please refer to this number in all future correspondence 
concerning the lease. 

Your remittance of $935.00 , 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. 

Si3~~J 
Drew Reid 
Minerals Leasing 

Energy Resources 
(512) 475-1534 

DR:MS:mrg 




