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.. 
•. ;-ffi"JcAs GENERAL LAND OFFICE 

GARRY MAURO 
COMMISSIONER MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: 

County: 

Clay Johnson ( ~~~~) 

REEVES 

Section: 40 Block: 59 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recommended:VA'& 10 ·27 ·..98 
Not Recommended: ----
Comments: 

Lease Form 

Recommended: f:lJ It / 11 /c;e 
Not Recommended: ----

Comments: 

Bonus/Acre 

Rental/ Acre 

DATE: 22-0ct-98 

Base File#: 128136 

Abstract: 4026 

$50.00 

$1.00 

Spencer Reid, Senior Deputy Date: 11/1 -z-lqg 
Recommended: ~ 
Not Recommended: - - --

Garry Mauro, Commissioner Date: --- - --
Approved: (, M 

• 
Not Approved: _ _ _ _ 



lfASE DESCRFTION 

CIUity 
REEVES 

REEVES 

TIRMS OFFERED 

Prilury T 81'111: 

Bonus/ Acre: 

RBOW Acre: 

Roy~: 

COMPARISONS 

MF# 

Is years 

13/16 

loSSOB 

C01111111ts: !Paid up rental. 

RAL REVIEW SHEET 

L. Collier 

9/29/98 II: D 
480 

JOI1'JS 

_ . / IO 11'14 
FIB l'aCY Soc. BID Twp Strvoy 
~ fot2 W/2 ~ <fO A~, 40 69 S(, 00 .....-'PUBLIC SCHOOL LAND 

~ S/2 v '(() Ac _A-(~~ sf1'S{;, 00 PUBLIC SCHOOL LAND r fll{z_ (,'{'0 ~. 

I 0 14-4-~ ~ '57 

TIRMS RECOMMENIID 

Prina'y T 11'111 Is years 

$so.oo 1 lknls/ Acre $SO.OO 

$1 .oo 1 RIIIWAcra $1 .00 

Roy~ 13/16 

Abst# 
4026 

4027 

Datu l ll'lll Bonus/Ac. Rlllta/Ac. Roy~ llstaDI 

I II Last Loaso 

I II 
I II 
I II 
I II 

~ 

APII'UVBd: ~ 10 ·2.-) .Ja 

Thursday, October 22, 1998 





·. 
Geo-::-;~ 1 'Lan(.l Oltiee, 
l:dioquisbrual Act Lease Form 
Revised, September 1997 

OIL AND GAS LEASE 

----------------------------------------------~~-=--------~--~--------------------------------------~d~ent 
(Give Pamznatt Address) 

bGrcin rc:fcm:d to as the owner of !he soil (wh<:thcf one or rn<)("C), and Titan Resources, L. P. 

--~s~o~oL2wL·~T~e~x~a~s~-~s~u~i~t~e~~s~o~o~·~M~id~l~a~n~d~·~T~e~x~a~s~7~9~7~0~1----------------------------------------~oc 

(Give Pamancnt Address) 
hc:rc inaftcr cal led Lcsscc. 

1. GRANTING ClAUSE. For and in consideration of the amounts SUlOd below and of the covenants and agreements to be paid, kept and performed by 
Lc:ssoe under this lease, the State ofTc:xas actia.g by and through the owner of the soiL hereby grants., leases and lets unto Lcssoc:, for the sole and only purpose of 
prospecting and drilling for and producing oil and gas. laying pipe linc:s., building tanks. storing oil aad building powa SUL.ions., tclcpbonc: lines and od!ct sttucturc:s 

thcfeon. to produce, save. talce care: ot: trca1 and transport ~d products of !he l=sc.,lhe following lands situa1Gd in Reeves County, State 
JfT exas, to-wit: · 

All of Sect ion 40 and Al l of Section 45, Block 56, PSL Survey ; all of Section 9, 

Block 59 , PSL Survey, a ll in Reeve s County, Texas 

:ontainin,0g __ ___;!l:..;,~.,.9~2c.::O:..·:..O~-- acres, more or less. The bonus consider.u.ion paid for this lease is as follows: .... 
• • • •• • TotheStatcofTex.as: Forty thousand and 0 / 100---- ------ -- ----------- - ------- - ---

••• • • • • •• • 
• 

• •••••• • • 
•• • • • • . .. 

Dot!ars (S_ 40 , 000 00 ) 

Totheown~rofthe soil: Forty thousand and 0 / 100 ------------ -- ------------

Dollars (S 40, 000. 00 ) 

Total bonus considecation::,.-,.....,..,._.....;E;;.;1~· g5!..:...h_t~y_t_h_o __ u_s_a_n_d_a_n_d __ O...:/_ l _O_O ______________________ _ 
Dollars (S._8=0.L, .::::0.:::0..:::....:....:::....::;__ ____ ~> 

ne to~ ·~gus considecation paid represents a bonus of'--:-::----;:F,i, f-:t;:;-y;:._a_n_d_ O_ / _l_O_O-:-------..,.--z-;'n"r-------------
• • • Dollars (S SO. 00 per acre, on 1, 600 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a c.cnn of five ( 5) from this d:uc 
:~crein called "primary c.cnn") and as long thereafter as oil and gas, or either of them. is produced in paying quJ.Ilti ties from said land . 
.s used in this tease.. the c.crm "produced in paying quantities" means th:u the rc:ccipts from the sale or other authorW:d commercial usc of the substancc(s) covaed 
:c:cccd out of poclcct opcr.u..ional expenses for the six months last past. 

3. DELAY RE!'frALS. (foil or g:u in paying quantities is not beiag produceci irom the lea~ premises on the iirst a nniversari date oi this 
ue a nd there arc tben ao drilling op<rations being conducted on the leased premises., th.c.a this I= shalt terminate unles.s, on or !><fore sueb anniversary 
tte, Lessee sbatl pay or teader, on~oal( ('/.) directly to the ownc.r of the soil and a like amouat to the COtv!MISSIONER OF THE GENERAL LAND 
FflCE OFTRESfATE OF TEXAS, AT AUSfiN, TEXAS, a delay rental in the amount sp«.ifted in the following :Khedulc multiplied by the number of 
·res thea oovc.red by this lc.ase, which payment or tender shalt continue this lc.ase in full force and eCfoct for a period of one (1) additional year. In like 
.tnner a nd upoa payment or tender of the amounts set out in the following schedule, this lc.ase may b< further continued for successive one (1) year periods 
ring tb.e primary teem. 

Anniversary Date 
First 
Second 
Third 
Fourth 

Ddav Rcnt.2l per Acre 

~ lo~oo 
s 30 . 00 
s 1. 00 

>twith..su.ndiag the forcgoiog provisions of this paragraph, the amount of de.tay rea tal for purposes of payment of minimum ro yalty as provided for in 
ragraph. S of this lease and for purposes of payment of shut-in royal ties as provided for in paragraph. 14 of this lease shalt be deemed to be one dollar (Sl.OO) 

:r ac re.. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



' · .c ~ 'PROOUcnON ROYAL TIES. Upon production of oil and/or gas. Lessee ~ .w p~y or cause to be !)3-id one·half ( 112) of the royalty . 
lJrovided for in this lc.asc w the Commissioner of the Gcncn.J Land Office of the Sute ofTcus. ~t AustJn. Teus. 1.11d ooc-hJ..lf ( 112) o f such royalty to chc OWT\C1' of 
the soil: 

(A) OIL. Royalty payable on oil. which is defined as including all hydrOQI'bons produced in a liquid fo rm a.t the mouth o f the well &nd al so as all 
oondcnsuc., distillate, 1.11d other liquid hydrocatt>ons recova-ed from oil or gas run through a ~r or other equipment. as hereinafter provided. shall be 
one-fifth ( 1/5) part o f the gross production or the marlcct v~uc !hereof. a.t the option of the owner of the soil or the Commissioner oflhc 

GcncnJ Land Office, sucll value UJ be detaminGd by I) the highest posted price, plus prcmiwn. if 1.11y, offered or paid foc oil, oondcnsaLc, distilla.t.c., or o<hct liquid 
hydroacbons, rcspcct.ively, of a like type and gravity in the gencnJ area wbcrc produced and when run. Of' 2) the highest marl::ct price thereof offered o r paid in the 
general uca where produced and when run. oc 3) the gross proc:ceds of the we thereof. whichever is the grc&~er. Lessoe agrees th.a:l before 1.11 y gas produced from the 
lased pcanises is sold. used oc proo::ssed in a pi ant, it will be run free of cost UJ the ro~ ty OWDCfS through an adc.qua.t.c: oil and gas separ.uoc of oon ventional type, or 
o<hcr equipment at least as efficient, so that all liquid hydroarl>ons recoverable from the gas by such me.ans will be rooovered .. llle requirement that such gas be run 
dlrough a separaLOC oc othc:T c:quipmau: may be waived in writing by the royalty owners upoa such tenns and conditions as they pcesaibe. 

(B) NON PROCESSED GAS. Ro~ty oa any gas (mduding flared gas), which is defined as all bydroc::atbons llld gasoous sub:stanoes no< defined 
as oil ia subpangraph (A) above, produced from any well on s:aid land (cxo:p! as provided bcrcin with respect UJ gas pC'OOCSSGd in a plant for the cxtrac:tion o f 
psoli.De, liquid hydrocarboas oc other products) shall be one-fifth ( 1/5) part of the gross production or the m.arlce! value thereof. at the option of the 
owner of the soil oc the Coaunissioner of the General Land Office, such value UJ be based oo the b.ighcst marlcct prioe paid or offered for gas of comparable qual icy in 
thc general area where produced and wncn run. ()('the gross prioe paid or offered UJ the producer, whichever is the greaLer, provided that the maximum pressure base 
in measuring the gas under this 1<:a:sc shall no< at any time cxoecd 14.65 poWlds per square inch absolute, llld the standard base t.empcr.J.Cun: shall be sixty (60) 
degrcc:s Fab.rcnbcit, OOtTCd:ioo to be ma.dc for pressure a<XOCding UJ Boyle's Law, and for specific gravity according UJ tests made by the Balanoe Method or by the 
most approved method of testing being used by the industry at the time of testing. · 

(q PROCESSED GAS. Royalty on any gas prooesscd in a gasoline plant oc adler plant for the recovery oi gasoline or other liquid hydrocarbons 
shall be one-r ifth ( 1/5) part of the residue gas and the liquid hydroca.rbons extracted oc the rn.artct value thereof. s:t the option of the 
owner of the soil or the Comm.issioncr of the General Land Offioe. All ro~ties due herein shall be based on one hWldrcd pcrcen! (1 000/.) of the total plan! 
production of residue gas attributable (Q gas produced from this lease, and on fifty pe.roen! (50"/o}, or !hat percen( a.cauing UJ Lessoe, whichever is the great.cr, of the 
total plant production ofliquid hydrocarbons attributable !D the gas produced from this lease; provided thai if liquid hydrocarbons arc: recovered from gas proces.scd 
in a plant in which Lessoe (oc its parent. subsidiary or affiliate) owns an intcrc:st. thGn the ~ntage applicable !D liquid hydrocarbons shall be ftfty peCCCll! (50"1.) or 
the highest pcrcen! accruing to a third patty processing gas through such plant Wlder a prooessing a.grocment ncgotia1ed a.t arm's length (or if there is oo such third 
patty, the highest percen! then being specified in processing agreements or ooncracts in the industry}, whichever is the greater. The respective royalties on residue gas 
and on liquid hyd.rocarbons shall be detcmlined by 1) the highest marlce! price paid o r offered for any gas (or liquid hydroca.rbons) of comparable quality in the 
gen~~~ or 2) the gross prioe paid or offered fo r such residue gas (or the weighted average gross sell ing price for the respective grades o f liquid hydrocarbons). 
whicht'tcr i! the greater. ln no event, however, shall the royalties payable Wlder this p:uagra.ph be less than the royalties which would have been due had the gas not 

bcen.~d. 
•• • 

• (D) OTHER rRO;:)UCfS. Roy:Uty on ~n b!ack, SUI!Jhu..- (l[ any o:her produ-:u pro<!uccd 0~ rol:111u!'a~turcd from ga.s (exxpl!:~g liqui1 hydr<'C:1It!o:~s) 

whether sai~gas be · =inghead, • "dry, • or any other gas, by fractioll3.Ling, burning or any other processing shall be o ne - fifth ( 1 /5) part of the 
gros/ ~~~on of such products, or the: market value thereof. at the option of the owner of the soil o r the Commissioner o f the General Land Offioe, such marl::et 
value ~ dr;termined as follows: 1) on the basis of the highest marlc:et price of each product for the same month in which such product is produced, o r 2) on the 
basis·o{~~cn.ge gross sale price of each product for the same month in which such products arc produced; whichever is the grea.t.c:r. 

• 
• .~. MINIMUM ROYALTY. During any year after the e xpiration o f the primary term of this lease, if this lease is mainuined by produe!ioct, the royalties 

paid ~-~!s lease in no event shall be less than an amount c:quJ.l !D the UJtal annual delay rental herein provided; otherwise, there s hJ.ll be due and payable on or 
before the last day of the month succeeding the anniversary date of this lease a swn equal !D the !Dtal annual rental less the amount of royalties paid during the 
preceding year. If Paragraph 3 of this lease docs not specify a delay rental amount, then for the pu.rposes of this paragraph. the delay rental amount shall be one 
do ll at (S 1.00) per acre. 

6. ROYALTY IN KIND. Nolwithstanding any other provision in this leasc, at any time o r from. time to time, the owner of the soil or the Commissioner 
of the Gcncra1 Land Office may, at d1e option of either, upon not less than sixty (60} days notioe UJ the ho lder of the lease, require: that the payment of any royalties 
accruing !D such royalty owner Wldcr this lease be made in ldnd. The owner of the soil's or the Commissioner of the General Land Offioe's right !o take its royalty in 
ldnd shall not diminish or negate the owner of the soil's or the Commissioner o f the General Land Office's rights or Lessee's obligations, ~ther express or implied. 
under this lease. 

7. NO DEDUcnONS. Lessee agrees thai all royalties aceruing Wldcr this lease (including those paid in lcind) shall be without deduction fo r the cost of 
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the: oil, gas and other products 
hereunder ready for sale or usc. l...c:ssc:e agrees !D compute and pay royalties on the gross value received, including any reimbtmements for severance taxes and 
production rclaled costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lc.asc's proportion:ue share of any fuel used to 
process gas produced hcrcWtder in any processing planL Nolwithst.anding any other provision of this lease, and subject to the written conscn! of the owner of the soil 
and .the Commissioner of the: General Land Office, Lcsscc: may recyde g:lS for gas lift purposes on the leased premises o r fo r injection into any oil o r gas prodccing 
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 il is produced and sold or used by Lessee in a manner which entitles the royalty owners !D a royalty under this lease. 

9 . ROYALTY PAYMENTS AND REPORTS. All royalties not taken in lcind shall be paid !o the Commissioner of the General Land Office at Austin, 
Te)(:IS, in the fo llowing manner: 

P~ymcnt of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due 
and must be received in the General Land Offioe on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and 
must be received in the G<:neraJ Land Offioe on or before the 15th day o f the second month succeeding the month o f production, accompanied by the affidavit o f the 
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of 
all oil and gas produced an~cnr:feer~e\1 and gas, together with a copy o f all documents., records or reports confirming the gross production, disposition 

~~~ .. _, copy of 
* -~- * Original filed in 
1>_..~1-J' ~~.. Reeves County 

.sec "• - •-- ,...... , . _ _ 



' 
and. mMice t val.ue in'cl ud.ing gas meter read ings, pipeline receipts, gas line receipts and o<her checks or me moranda of amount produced and put into pipe lines, unlc.s, 
or. pools and gas lines or gas storage , and any o ther reporu oc reCOfds which the GcncnJ Ut1d Office nuy require to verify the gross production. disposition and 
marlcet value. In al l cases the authori ty o f a manager or agent to act for the Lc:ss<:c l'lc:n:in must be fi led in the Gcnc:t-aJ LAnd Office. Each royalty paym<nt sh~l be 
accompanied by a check stub, schedule, summary or ()(her n:mitunce advice showing by the assigned Gcoenl L.and Office leas<: number the amount of royalty being 
paid on each lease. If Lessee pays his royal ty on or before thirty (JO) days after the royal ty payment wa:s due, then Lessc<: owes a penalty of S% on the roy~ty or 
S25.00, wh ichever is greater. A royalty payment which is o ver thirty (30) days la.t.c shal l accrue a penalty o f I 0% o f the royalty due CK S25.00 whichever is grc:.alcr. 
In addition to a penalty, royalties shall accrue interest a.t a ralc o f 12"/o per yc.1r, such interest will begin accruing whe n the roy~ty is sixty (60) days overdue. 
Affidavits and supporting documents which are not fi led wt.en due .;:a.; ( i11.:u. I& 1"-'...Aty in 411 Alnoum set oy the <..icnenl Land Office administntive rule wh ich is 
effective on the da!e whe n the affidavits or supporting doc=nents wen: due. lbc U:ssec shall bear al l responsibility for pay ing or causing royalties to be paid a:s 
prescribed by the due dale provided herein. Payment o f the delinquency penalty shall in no way opera!c to prohibit the Swe's right of fo rfeiture as provided by law 
nor act to postpOne the dale on which royalties were originally due. The above penalty provisions shal l not 19ply in eases of title dispute as to the Slate's portio n of 
the royalty or to thaL portion o f the royalty in dispute a:s to fair marlcet value. 

10. (A) RESERVES, COmRACTS AND 011iER RECORDS. Les:see shall annual ly furnish the Commissioner of the GcncnJ 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 cop ies of all contncts under 
which g~ is sold or processed and all subsequent agreements and amendments to such contracts within thirty (JO) days after entering into or making such contracts, 
agreements or amendments. S uch contracts and agreements when received by the Gcoeral Land Office shall be beld in confidence by the General Land Office unless 
o therwise authori.z.c:d by U:ssec. All other contracts and records pertaining to the production. transportatio n. sale and marlceting o f the o il and gas produced on said 
pn:mi.sc:s, including the boolcs and accounts, receipts and disclw'ges of all wells, tanks, pools, mete~ and pipelines shall at all times be subject to inspection and 
examination by the Commissioner o f the General Land Office, the Attorney General, the Governor, or the repn:scnw:ive of any o f them. 

(B) PERMITS, DR.ILUNG RECORDS. Writun notice of all operations on this lease shall be submitud to the Commissioner of the General 
Land Office by U:ssec or o perator five (5) days before spud date, worlcove r, rc-<ntry, temporary abandonment or p lug and abando nment of any well or wells. Such 
wria.cn notice to the General Land Office shall include copies o f!U.ilroad Commission forms for 19Piica.tio n 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 Commissio n. All19plications, permits, reportS or 
other fil ings that reference this lease or any specific well on the leased premises and that are submiu.ed to the Texas Railroad Corrunissio n or any other governmental 
agency sllall include the word •s we• in the ti tle . Additioo.ally, in accordance with Railroad Commission rules. any signage on the leased premises for the purpose of 
identifying wells. tank: batteries or other associated improvements to the land must also include the wo rd "Swe." Lessee shall supply the General Land Office with 
any records, memoranda, accounts, reports, cuttings and core:s, 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 o f the surface casing to the total depth o f well, o f all wells drilled o n the above described premises and shall transmit a true copy of 
the log of each survey o n each well to the General Land O ffice within fi ftee n ( 15) days after the making of said survey . 

•••• 
• • • • : (C) PENAL TI ES. Lessee shall incur a penalty whenever reportS, docume nts or other materials arc not fil ed in the General Land Office w hen 

due. 1}; ~nalty fo r late fil ing shall be set by the General Land O ffice adminiStrative rule wh ich is effective on the date when the materials were due in the General 
Land Wtiee.: 

• 
I J. DRY HOLEICESS A TION O F PRODUCTION DURING PRJ MARY TERM. I( during the primary term hereof and prior to discovery and production 

of o il "C~~<tt said land, Lessee should drill a dry hole or ho les thereon, or if during the primary term hereof and after the discovery and actual production of o il or 
gas &orvJhe lpscd premises such production thereof should cease from any cause, this lease shall no t terminate if on or befo re the expiration of sixty (60) days from 
date oi ~r11Q~tion o f said dry ho le or cessatio n of production Lessee commences additional drilling or reworking o perations thereon. o r pays o r tenders the next 
annual deJ ay rental in the same manne r as provided in this lease. lf, during the last YC3.r of the primary term o r within sixty (60) days prio r thereto, a dry hole be 
compl~ted ~d abandoned, o r the production of o il or gas should cease for any cause, Lessee's rights shall remain in full fo rce and effect without fu.rther operations 
until tl1C ~.Pl"tion of the primary term: and if Lessee has no t resumed production in paying quantities at the expiration o f the primary term, Lessee may maintain this 
lease b/conducting addit ional drilling or rewo rlcing operations pursuant to Paragra.ph 13, using the expiration of the primary term as the date of cessation of 
product ion under Paragraph 13. Sho uld the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
primary term he reo ( Lessee may resume payment of the annual rental in the same manner as provided herein on or befo re the rental paying date following the 
expiratio n of sixcy (60) days from the date of completion of such shut-in oil or gas well and upon the fai lure to make such payment, this lease shall ipso facto 
terminate. If at the expiration o f the primary term or any time thereafter a shut-in oil or gas we ll is located on the leased premises, payments may be made in 
accordance w ith the shut-in provisions hereof. 

12. DRJLUNG AND REWORKING AT EXPIRATIO N OF PRJ MARY TERM. If. at the expiration o f the primary tenn, neithe~ oil no r gas is being 
produced on said land, but Lessee is then engaged in drilling or reworlcing operations thereon, this lease shall remain in force so long as o perations on said well or for 
drilling or reworlcing of any additional well are prosecuted in good faith and in wo rlcmanlike manner without interruptions totaling mo re than sixty (60) days during 
any o ne such operation. and if they result in the productio n of oil and/or gas, so long therea.ft.er as o il 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. CESS ATION, DRILLING, AND REWORKING. If, after the expiratio n of the primary tenn, productio n of o il or gas from the le ased premises, after 
o nce obtained, sho uld cease from any cause, this lease shall n<U t.crminate if Lessee commences additional drilling or rewo rking o perations within sixcy. (60) days 
after such cessatio n. and this lease shall remain in full force and effect for so long as such operations continue in good faith and in wo rlcmanlike manner without 
interruptions totaling mo re than siXty (60) days. If such drilling or reworking o peratio ns result in the production of o il or gas, the lease shall remain in full force and 
effect for so long as oil o r gas is produced fro m the leased premises in paying quantities or payment of shut-in oil o r gas well royalties or payment o f compensatory 
royalties is made as provided hen: in or as provided by law. If the drilling o r reworlcing operations result in the completion o f a well as a dry ho le, the lease will not 
terminate if the Lessee commences additio nal drilling o r reworlcing operatio ns within sixty (60) days aft.er the completion o f the well as a dry hole, and this lease 
shall remain in effect so lo ng as Lessee continues drilling o r reworking operations in good fai th and in a worlcmanlike manner without interruptions totaling more 
than sixcy (60) days. Lessee shall give written no tice to the Gene ral Land Office within thirty (30) days of any cessation o f production. 

14 . S HliT-rN ROYAL TIES. For purposes of this paragraph. "well " means any well that has been assigned a well number by the state agency having 
j urisdict ion over the production o f oil and gas. I( at any time after the expiration of the primary term of a lease that. until being shut in, was being maintained in 
force and effect, a we ll capable of produc ing o il o r gas in paying quantities is loeated oo the leased premises, but o il or gas is no t being produced fo r lack of suitable 
production facilities or lack of a suitable m:l./i(et, 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 fo r each well capable o f producing oil or gas in paying quantities. If Paragraph 3 o f this lease docs not specify a delay rental 
amo unt, then for the purposes o f this paragraph. the delay rental amount shall be one dollar (S 1.00) per acre. To be e ffective, each initial~ut-in oil o r gas royalty 
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·. 
mi1St be paid on or befbre: ( I) the cxpin.tion of the primary term. (2) 60 days after the Lcssc.c ceases to produce oil or gas from the leased premises. or (J) 60 ctiys 
after Lessee complct<::S a drilling or reworicing opcntion in accordance with the lca.sc: provisions: whichever <Ute is latesL Such payment shall be made one-half ( l/2) 
to the Commissioner of the General Land Office and onc-hal f(l/2) to the owner o f the soil. If the shut-in oil or gas royaJty is paid. the lc.as.: shaJI be considered to be 
a producing !case and the payment shall extend the term of the !case for a period of one year from the end of the primary te rm. or from the first day o f the month 
following the month in which production ceased. and, after that. if no suitable production facilities or suitable ma.ricet for the oil or gas exists, Lc.ssce may extend lhc 
lease for fo ur mon: successive periods of one (I) year by paying the same amount each year on or before the expintion of each shut-in year. 

IS. COMPENSATORY ROYAL TIES. II. during the period the lease is lccpt in effc:ct by payment of the shut-in oil or gas royalty, oil or gas is sold and 
delivered in paying quantities from a wellloca..ted within one thousand ( 1,000) feet of the leased premises md completed in the same producing reservoir, or in any 
case in which drainage is occwring, the right to continue to main!Ain the lease by paying the shut-in oil Of' gas royalty shall cease, but the lca.sc: shall remain effective 
for the remainder of the year for which the royalty bas been paid. The Lcssc.c may maintain the lca.sc: for four more successive years by Lessee paying compensa.tocy 
royalty at the royalty rate provided in the lca.sc: of the marlcet value of production from the well causing the drainage Of' which is completed in the same producing 
reservoir and within one thousand (1,000) feet of the lca.sc:d premises. The compe~ry royalty is to be paid monthly, one-half(l/2) to the Commissioner o f the 
General Land Office and one-half( l /2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil o r gas is 
produced from the well causing the drainage oc that is completed in the same producing reservoir and loated within one thousand (1,000) feet of the leased premises. 
If the oompcnsatory royalty paid in any 12-mooth period is in an amount less than the annual shut-in o il 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 whidlan: not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this !case. None of these provisions will rel ieve Lessee of the obligation of reasonable development nor the obligation to drill offset 
wells u provided in Texas Narural R=urcc:s Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 
payment o f compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lca.sc: to the contrary, afl.cT 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 opcra.tOC in drilling such additional well or wells as may be 
reasonably nccc:ssary for the proper development of the leased premises and in marlccting the production lhen:on. 

(A) VERTICAL In the event this lease is in force and effc:ct two (2) years afl.cT the expiration dale of the primary oc extended term it shall then terminate 
as to all of the leased prc:mises, EXCEPT ( I) 4~ acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well 
capable ofprodueing in paying quantities (including a shut-in o il or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in 
continuous drilling or reworicing operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Narura.l Resourcc:s Code 52.1 S 1-
52. 153, o r (3) such greater or lcs.scr number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules 
and regulations of the Railroad Commission of Texas, or any successor agency, or other govemmcntal authority having jurisdiction. I f 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 arc reclassified so that less acreage is 
the~~d to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter al located to said well or wells for 
produotiM ptrposcs. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall ne vertheless continue to have the right of 
ing~llttlltl~ egress from the lands still subject to this lease for all purposes described in Paragraph I hereof: together with casements and rights-of-way fo r existing 
roads~ e~ti~ pipelines and other existing fac ilities on, over and across al l the lands described in Paragraph I hereof ("the retained lands"), for access to and from the 
:-c:tained •ands and for the gathering o r transporution of oil, gas &.!ld other miner.Us pr.-d:~ced from the retained la.!lds . 

• 
•:••(tl; HORIZONTAL. In the event this (case is in force and effect two (2) years after the expiration dale of the primary or extended term it shall further 

termin~as 1.11 all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 16 (A) 
above~ .. nl'ca:on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half ( l /2) of the bonus originally paid as 
conside~on for this lease (as spec ified on page I hereof) . If such amount is paid, this lease shall be in force and e ffect as to such deeper depths, and said 
termini(io~lhall be delayed 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 
covere8~A~ lease. 

(C) IDENTIFICATION AND FLUNG. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with 
the well 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 
termination of this lcase as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the a.creage and/or 
depths no t retained hereunder. The recorded release, o r a certified copy o f same, shall be filed in the General Land Office, accompanied by the filing fcc prescribed 
by the General Land Office rules in effect on the date the release is filed. If Lcsscc fails or refuses to execute and record such relcase o r releases within ninety (90) 
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by wrinen instrument the acreage and/or 
depths to be released hereunder and record such instrument at Lcsscc's expense in the county or counties where: the lease is loca.t.ed and in the official records of tht: 
General Land Office and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid. under this !case shall relieve Lessee of his obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the I cased premises shall drill as many 
welts as the facts may justify and shal l 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/o r gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the teased premises is being 
drained by production of oil o r gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premiseS within I 00 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the st.arutory offset obligation may subject this lease and the owner of the 
soil's agency rights to fo rfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment o f 
compensatory royalty under applicable st.arutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. II. 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 o il or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or 
any valid o rder, rule o r 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 fo r damages fo r failure to comply with such covenants; additionally, this lease shall be extended while Lessee is preve nted, by any such cause, 
from conducting drilling and reworicing operations o r from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the 
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworlcing operations or production of oil 
or gas. 
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19. W ,A..R.RAl-ITY CLAUSE. The owner of the soil warrants and agrees to de fend lltle to the IG3Sed premises. If the owner of the soil de faults 1n 
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage.. taxes o r othe r liens 
on the leased pn:mi.sc:s. If Lessc<: makes payments on behalf of the owner of the soil under this parayaph. Lessee may recover the cost of lhc:sc payments from the 
rental and royalties due the owner o f the soil. 

20. (A) PROPORTIONATE REDUCTIO N CLAUSE. If the own<:r of the soil owns less than the entire undivided surface csta1.c: in the above 
dcsaibed land, whether or not Lcsscc's interest is speci fied herein, then the ro~tics and rental herein provided 10 be paid to the owner of the soil shall be paid to him 
in the proportion which his interest bears to lhc entire undivided ~urf~ ey"r~ en<i ~ ~y?..'~e! ::.:: ~ :-:::t=! ~rein provided to be paid to !he Commissioner of the 
General Land Office oflhc SWe ofTex.as shal l be lilccwisc proportiorwcly reduc:ed. However. be fore Lessee adjusts the royal ty or rental due 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 SU!cment which explains the 
discrepancy between the interest purportedly leased under this lease and the acruaJ interest owned by the owner of the soil. The Commissioner of the General Land 
Office shall be paid lhc value of the whole production allocable to any undivided int.c:rest not covered by a lease, less the proportionate dcvclopmctU and production 
cost al locable to such undivided intaest. However, in no event shall the Commissioner of the Gcnen.J Land Office receive as a royalty on the gros:s production 
allocable to !he undivided interest not leased an amount less !han !he value of one-sixteenth ( 1116) o f such gross production. 

(B) REDUCTION OF PAYMENTS. U: during the primary !crm., a portion of the land covered by this lease is included within the boundaries 
of a pooled unit !hat has been approved by !he School Land Board and the owner of the soil in a.ccordancc with Natural Resources Code Sections 52. 15 1-52.154, or 
if, at any time a.ft.cr the cxpira.tion of !he primary tenn or !he cxt.c:nded tenn. !his lease covers a k ss.cr number of acres !han !he tot.al amount desaibed herein. 
payments that arc made on a per acre basis hereunder shall be reduced according to !he number of acres pooled, released, surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the tams of this lease during the primary term shall be calculated based upon !he number of acres outside the 
boundaries of a pooled unit. 01", if a.ft.cr !he expiration o f the primary tenn. the number of acres actually retained and covered by !his lease. 

21. USE OF WATER. Lessee shall have the right to usc water produced oo said land necessary for operations Ulldu lh.is lease except water from wells or 
tan.lcs of the owner of !be soil; provided, however, Lc:sscc shall not usc potable water or water suitable for livestoclc: or irrigation purposes for waterflood operations 
without !be prior consent of the owner of the soil. 

22. AlJTIIORIZED DAMAGES. Lc:sscc shall pay !he owner of the soil for damages caused by its operations 10 all personal property, improvcmcat.s, 
livestoclc: and crops on said land. 

23. PIPELINE DEPTH. When requested by !he owner of the soil, Lcsscc shall bury its pipelines below plow de pth. 

24. WEll.. LOCATION UMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said pn:mi.sc:s without the 
written cons-ent of !he owner of the soil. 

•••• • • • 
• • 2~. POLLUTION. In de velop ing !his area., Lcss.cc shall usc the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 

foreg~lb\!~lution of coast2.1 wetlands, natural waterways, rivers and impounded water shall be prevented by !he usc of containment facilities sufficient to prevent 
spl:l:!g!.~er•age or ground water ccnt.aminarion. In the eveN of pollution. Lessee ~!>all use all means a.t its disposal to recapture all ~capcd hydrocari:>vns cr other 
pollutant'and shall be responsil;llc for all damage to public and private properties. Lessee shall build and maintain fences around its slush. sump, and drainage pits 
and l.alllJ>~es so as to protect livestock against loss, damage o r injury; and upon completion or abandonment of any well or wells., Lessee shall fi ll and level all 
slush pits an<fccllar; and complct.c:ly clean up !he drilling site o f all rubbish !hereon. Lessee shall, while conducting operations on !he leased pn:mi.sc:s, keep said 
prem~~ %lf all rubbish. cans, bottles, paper cups or garbage, and upon completion of opcrarions shall restore !he surface of !he land to as near its original 
conditi~ ~~ntours as is practicable. Tanks and equipment will be lcept painted and presentable . 

• 
• te .• REMOVAL OF EQUIPMENT. Subject to limitations in this pangraph., Less-ee shall have !he right to remove machine ry and flXtUrCS placed by 

Lessee• or:tt~e leased premises, including !he right to draw and remove casing, within one hundred twenty ( 120) days after !he expiration or !he termination of !his 
lease unless !he owner of the soil grants Lessee an extension of !his 120-day period. However, Lessee may no t remove casing from any well capable of produc ing oil 
and gas in paying quantities. Additional ly, Lessee may not draw and remove casing until afu:r thirty (30) days written notice to !he Commissioner of !he General 
Land Office and to !he owner o f the soil. The owner of !he soil shall become the owner of any machinery, fixtures, or casing which arc not timely removed by Lessee 
under !he terms of !his paragraph. 

27. (A) ASSIGNMENTS. Under !he conditions contained in !his paragraph and Paragraph 29 of !his lease, !he rights and estates of e ither party to !his 
lease may be assigned, in whole or in part, and the provisions of !his lease shall extend to and be binding upon !heir hein, devisees, legal representatives, successors 
and assigns. However, a change or division in ownership of !he land, rcnt.als, o r royalties will not enlarge !he obligations o f Lessee, diminish !he rights, privileges 
and c:staLe:S of Lessee, impair !he effectiveness of any payment made by Lessee or impair !he effectiveness of any act perfonned by Lessee. And no change or 
division in ownership of !he land, rent.als, or royalties shall bind Lcsscc for any purpos-e until thirty (30) days after !he owner of !he soil (or his heirs, de visees, legal 
representatives or assigns) furnishes !he Lessee with satisfactory written evidence of the change in ownership, including the original recorded munimcnts of title (or a 
certified copy of such o riginal) when !he ownership changed because of a conveyance. A total or partial assignment of this lease shall, to !he extent of !he interest 
assigned, relieve and discharge Lessee of all subsequent obligations under !his lease. If this lease is assigned in its entirety as 10 only part of the acreage, !he right and 
option to pay rent.als shal l be apportioned as between lhc s-everal owners ratably, according to the area of each, and fai lure by one or more o f them to pay his share of 
the rental shall not affect this lease on !he part of the land upon which pro rata rent.als arc timely paid or tendered ; however, if the assignor or assignee docs-not file a 
certified copy of such assignment in !he General Land Office before !he next n:nt.al paying dare, the entire lease shall tenninat.c: fo r failure to pay !he entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject 10 all obligarions, liabilities, and penalties owed to !he State by !he original lessee or any 
prio r assignee of !he lease, including any liabilities to the SWe fo r unpaid royalties. 

(B) ASS IGNMENT" LlMIT A TION. Notwithstanding any provision in Paragraph 27(a), if lhc owner of !he soil acquires !his lease in whole or in part by 
assignment without !he prior written approval of the Commissioner of the General Land Office, this lease is void as of !he lime o f assignment and !he agency p<)wer 
of !he owner may be forfe ited by the Comm issioner. An assignment will be treated as if it wen: made to the owner of !he soil if !he assignee is: 

(1) a nominee of !he owner of !he soil; 
(2) a corporation or subsidiary in which !he owner of the soil is a principal sto<:kholdcr o r is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner o f !he soil is a partner o r is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of !he 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 fo r the own<:r of the soil: including but not limit.c:d 10 a guardian, trustee, exec utor, adminastnLOr, rece1vc:r. or consc:rva.tor for the 
owner of the soil: or 
(7) a family member of the owner of the: soil or rela.t.c:d 10 the owner of the soil by marriage, blood, oc adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any lime cxec:ut.c: and dc:livc:r to the owner of the soil 
and place of record a release or relc:ascs covering any portion or portions of the leased premises, and thereby surrender this lease as 10 such portion or portions. and be: 
relieved of all subsequent obligations as to ac:n:agc surrendered. If any part of this lease is properly surrendered. the delay rental due: undc:r this lease shall be reduced 
by the proportion t1w the: surrendered acreage bears 10 the acreage which was covcrc:d by this lease immcdiat.cly prio r to such SWTCndcr; however, such releas.: will 
not relieve Lc:ssec of any liabilities which may have accrued under this lease prior to the surrender of such a.crc:.age. 

29. FlUNG OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or re leas.:d. such assignment o r release must be: recorded in 
the county where the l&nd is situu.ed. and the recorded inst:rumc:nl, or a copy of the recorded instrument ccttificd by the: County Cleric of the county in which the 
instrument is recorded. must be: filed in the GcncraJ Land Office within 90 days of the last execution date accompanied by the pn:scribc:d fil ing fcc . If any such 
assignment is not so filed., the: rights acqu~ under this lease shall be: subject 10 forfc:itun: 11 the option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the abovc~csaibcd land have been included in this irutrumcnl, including the 
swcmcnt of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collu.eral agreements concerning the 
development of oil and gas from the leased premises wh ich are not contained in this lease render this lease invalid. 

31 . FIDUCIARY DliTY. lbc owner of the soil owes the Swc: a fiduciary ducy and must fully disclose any facts affecting the Swc's int.crcst in the lc:ascd 
premises. When the interests of the own<:r of the soil conflict with those of the Swc. the owner of the soil is obligated to put the Swc's interests before his personal 
interests. 

32. FORFEITURE. If Lc:ssec shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lc:ssec or an authorized 
agent should knowingly make any false n:tum or false report concerning production or drilling, or ifLc:ssec shall fail or refuse to drill any offset well or wells in good 
fai th as requ~ by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to fi le reporu in the manner 
requ~ 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 a=s to the records pertaining to operations, or if Lessee or an authorized agent should lcnowingly fail or refuse to 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 shall knowingly 
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is no t filed in the General Land Office as requ ired 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 
forfe iture, and when forfei ted the area shall again be: subject to lease under the terms of the Relinquishment AcL However, nothing herein shall be: construed as 
waiving the automatic termination of this lc:ase by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be: set aside and this 
lease afllliGI rights thereunder reinswcd be: fore the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
comp~¥lllt: :Vith the provisions of the: law and of this lease and the rules and regulations that may be: adopted rela1ive hereto . 

•••• 
• •• • 3l LIEN. ln accordance with Texas Natural Resources Code 52.136. the State shall have a ftrSt lien upon all oil and gas produced from the area covexd 

b)' this !~c: ro ~c:..re payment of all unpaid rvyalty ar.d other sums of mon'y :.hal may hccomc: due und'r tl:is le~c. By a.:c::ptance oft.'tis icasc. Lc!sc:c: gran-.< the 
Swe, in add~on to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien. an express contractual lien on and security 
interc!~\Tl~eased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
procce~ llc:ld by Lcs.scc or by a third parry, and all fixtures on and improvements to the leased premises used in connection with the production or processing of 
such l~e! dnerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
loss thai ~ssor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security intc:rc:.st may be: 
forecl<tSed ~th or without coun proceedings in the manner provided in the T itle I, Chaptt:r 9 of the T c:xas Business and Commerce Code. Lessee agrees thai the 
Com~~ may require Lessee to execute and record such instruments as may be: reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby 
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the abovc:~escribc:d property or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine thai this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

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 mineral 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 
Board and the Commissioner of the General Land Office for the pooling or unitizjng of the interc:.st o f the Swe under this lease pursuant to Texas Na1ural Resources 
Code 52.151-52.153. The owner of the soil agrees thai the inclusion of this provision in this lease satisfies the execution requiremer.ts stated in Texas Natural 
Resources Code 52. 152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents, 
contractors, subcontractors. guests, invitees, and their respective suc:ccssors and assigns, of and from all and any actions and causes of action o f every nature, o r other 
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the 
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises 
hereunder, or that may arise out of or be: occasioned by Lessee's breach o f any o( 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, exonerate, indemnify, defend and hold harmless the Swc ofTcx.as and the owner of the soil, 
their officers, employees and agents, their successo rs o r assigns, against any and all claims, liabilities, losses. damages, actions, personal injury (including death), 
costs and expenses, o r o ther harm for which recovery of damages is sough!.. under any theory including tort, contract, or Strict liability, including anomeys' fee:; 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 ari.sing from or in any way rela1c:d to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from 
Lessee's usc of the surface: of the leased premises: and those that may arise out of or be: occasioned by Lessee's breach of any of the terms or provisions of this • 
Agreement or any other act or om is~ ion of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective 
successors and assigns. Each assignee of this Agrccmcnl, or an interest therein. agrees to be: liable for, exonerate. indemnify, defend and hold harmless the Sutc: of 
Texas and the owner of the soil, their officers, c:mployc:c:s, and agents in the same manner provided above in connection with the activities of Lessee, its officers, 
employees, and agents as described above. EXC EPT AS OTIIERWISE EXPRESSLY LIMITED HEREIN, ALL OF TilE INDEMNITY OBLIGA TlONS 
AND\OR LlABILffiES ASSUMED UNDER TilE TERMS OF TillS AGREEMENT SHALL BE WITHOI.JT Lll\-liTS AND WITHOI.JT REGARD T O 
TilE CAUSE OR CAUSES TIIEREOF (E.XCLUDlNG PRE--EXISTING CONDITIONS), STRJCf LIABILITY, OR TilE NEGLIGENCE OF A."'Y PARTY 
OR PARTIES (INC LUDING TilE NEGLIGENCE OF TilE INDE:ff.'Oel f:#h\j\@o'brSW:THER SUCH EGLIGENCE BE SOLE, J O£NT, 
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36. EN\1RONM.ENT AL HAZARDS. Lessee shall usc the highest degree of care and all reasonable safeguards to prevent contam ination or pollution of 
~y environmental medium. including soil, surface wa.tc~. groundwaLcr. sediments. and surface or subsurface straL&. ambient air or any olhcr environmental medium 
in, on. or under. lhc teased premises, by any waste. pollutant.. or contaminant Lessee sh.a.ll not bring ex penn it to n:main on the leased prc:mi..scs any asbestos 
contAining maLcrials, explosives, toxic ma.t.crials. o r substances regulated as haz.ardous wa.stc.s. h.a:urdous m.a.terials, luurdous substan~ (as the term WHaz.ardous 
Substance" is defined in the Comprehensive Environmental Response, Compensation and Liabilicy Act (CERCLA). 42 U.S.C . Sections 9601, ct sc.q.). o r toxic 
substances under any fedc:ra.l , sta.tc. or local law or regulation \Haz.ardous MaLcrials"), cxcepc ordinary products commonly used in COMCction with o il and gas 
c:xplontion and development operation~ and stored ir r~ U!~! 'T'.Z..?.:~ ::::-! :;:;~:;:;~ . !...::SSZZ'S V10 LA TION OF lliE FOREGOING PROHIBmO 
SHALL CONSTITUTE A MA TERlAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HAIU•iLESS AND 
DEFEND mE STATE OF TEXAS AND lliE OWNER OF mE SOIL FROM AND AGAINST ANY C LAIMS. DAMAGES, JlJDGMENTS. PENALTI ES. 
LIABILITIES, AND COSTS (INCLUDING REASONABLE AlTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF lliE FOREGOING PROHlBmON OR (II) mE PRESENCE, RELEASE. OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON. 
UNDER, OR ABOUT lliE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF mE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE. REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY lliE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 1liE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE WITH TilE REQUIREMENTS OF APPLICABLE LAW. TillS 
INDEMNlflCATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA O R ANY OrnER ENVIRONMENTAL LAW OR REGULA TlON. LESSEE SHALL IMMEDIATELY GIVE TilE Sf ATE OF 
TEXAS AND 1liE OWNER OF lliE SOrL WRITTEN NOTICE Of ANY BREAQI OR SUSPECTED BREACH OF lliiS PARAGRAPH, UPON 
LEARNING OF 11iE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHlCH MAY AFFECT mE LEASED PREMISES. TilE OBLIGATIONS OF L ESSEE 
HEREUNDER SHAll SURVIVE mE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF TillS AGREEMENT. 

37. APPUCABLE LAW. This lease is issued under the provisions ofTcxas 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 docs not conform to these statutes, the statutes will 
prevail over any nonconforming lease provisions. 

38. EXECUllON. This o il and gas lease must be signed and acknowledged by the ~ssec before it is filed of record in the councy records and in the 
General Land Office of the S taLe: of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied., the effective daLe of this lease shall 
be the date found on P:~ge I. 

39. LEASE FlUNG. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be tiled o f record in the office o f the Councy 
Cleric: in an~ councy in which all or any part of the leased premises is loca.tcd, and certified copies thereof must be filed in the General Land Office. This lease is not 
c ffcct4.fe•~u. a certified copy of this lease (which is made and certified by the Councy Cleric: from his records) is filed in the General Land Office in accordance with 
Texas ~:rura! Rcso=s Code 52.183. Additionally, this lease shall not be binding upon the StaLe: unless it recites the actual and true consideration paid or promised 
for c~~~~~fthis lease. The bonus :lue the State and the prescribed fil ing fcc shall accompany such certified copy to the General Land Office. 

•• • • 40. See a tt ach ed Exh i b it " A" for Sur face Ame ndments . 

• •••••• • • 
•• • • • • • • • 
• 

• •• • • • •••• 
Vjc e - L a nd 

OATF.: 6/8/99 11£"-
----------------~~~~~ NATIONSBANK N . A ., D/ B/ A BANK OF Al"!ERICA N . A . , 

TRUSTEE OF THE ROBERTA M. REGAN T RUST 

B1HY~: ~~~~~~~~~axX:K>{ nd. ~:t~xxxxxx 

H. SR . VICE PRESIDENT Drutc: ________________________________ __ 

STATE OF TEXAS 

BY: ______________________________________ _ 
Individually and as agent for the State ofTcxas 

Da.tc: ________________________________ __ 

W~tif~~ )f'K~ I 
BY: (!_ u:/-"1--_,_J 

PRESIDENT 

STATE OF TEXAS 

BY: ____ ~---------------------------
Individualty and as agent for the S tale of Texas 

Date: _______________________________ _ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



(CORPORA nON ACKNOWLEDGMENT) 

Giv 

(CORPORA nON ACKNOWLEDGMEN1) 

COUNTY OF MIDLAND 

DAN P . COLWELL BEFORE ME, the undersigned authoricy, on this chy personally appeared ___________ _ __________ _ 

lc:lown :o me 10 be the pc:son wt.o~ 1Wric is subscribed :o the foregoing instrument. as_....::V...::I=-.:C::.:E:::_:..P.:.:R:.=E:..:S:...:I:..:D:...E::.N:.....;;T_-_L_AN __ D _____ __;of 

TITAN RESOURCES I , INC . , General Partner of TITAN RESOURCES ,an~ac\nowledged!Omctha..thcexccutcdthesame 
for the purposes and consideration therein expressed, in the capacity stated. and as the act and deed of said corporation. 

p~~'!'tt~MI~NC!JHWNI!QIIii00~~8~t~h~day of June 9 9 

No:t:tf.~) 
•••• • • • •• • 
•••• • • • •• • 
SlATE OF __ _ 

• 
·~~OF _________ _ 

•• • • • • .: Before me. the undersigned authoricy, on this day personally appeared _________ _______ ______ _ 

•knO"fP 10 me 10 be the persons whose names arc subscribed 10 the foregoing instrument. and acknowledged lo me thai they execu!ed the same for the purposes and 
~~J~~1ion therein expressed. 

Given under my hand and seal of office this the _______ ,day of _______________ -' 19 ____ _ 

Nowy Public in and for _ ______ __ _ 

STATE OF ___________ _ (INDIVIDUAL ACKNOWLEDGMEm) 

COUNTY OF __________________ _ 

Before me, the undersigned authority, on this day personally appeared'- - ------- --------------

kl'lown 10 me to be the persons whose names arc subscribed 10 the foregoing instrument. and ackl'lowledged to me that they executed the $3Ille fo r the puf1>9ses and 
Consideration therein expressed. . 

Given under my hand and seal of office this the, _______ day of _______________ -' 19 ____ _ 

Nowy Public in and for __________ _ 

True and Conc~.:r 
copy of 

Original filed in 
Reeves County 
Clerks OH1ce 



•••• • • • •• • 
•••• • • • •• • 
• 

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

EXHIBIT "A" 

SU~ACE AfviENDMENTS 

1. Upon the cessation of drilling at each well location, the abandonment of said lease 
or surrender thereof, Lessee, its successors or assigns, shall then level all drilling 
pits and other excavations and shall repair all damage done, or cause to be done, 
to buildings, fences, roads, culverts, turf, water wells and/or other improvements 
and to restore same to as near their original condition as is practicable within 90 
days after the cessation of activity. o drilling mud shall be spread on surface 
lands of owner of the soil without express written consent of owner of the soil. 

2. 

3. 

Lessee's right to use water from the leased premises shall not include the right to 
use fresh water from any fresh water sands or strata underlying the leased 
premises for any secondary recovery operations that may be conducted on the 
leased premises. Lessee shall have the right to use fresh water from existing wells 
or surface impoundments only with the expressed permission of the owner of the 
soi l. 

All operations of Lessee shall be conducted so as to minimize the amount of 
surface land used or damaged by Lessee and Lessee agrees to construct not more 
than one road to each location on the leased premises and to confine all travel 
incident to the drilling and production of such well to the single road. All roads 
constructed by Lessee shall be of good quality and suitable for all-weather use . 
The routes for all roads shall be mutually agreed upon between owner of the soi l 
and Lessee before the commencement of any road construction. Lessee agrees to 
maintain all roads used by Lessee on the leased premises in good condition and 
repair during the period of Lessee's operations on the leased premises. The 
surface owner shall have the right to use all roads on the leased premises. 

4. It is understood and agreed that this lease does not cover or include any ri ght or 
privilege of hunting with firearms and/or with dogs or otherwise on the leased 
premises or fi shing on the leased premises; all such hunting and fi shing ri ghts 
being expressly reserved, and Lessee agrees that none of the Lessee's officers, 
agents, employees or representatives will bring any dogs and/or firearms upon the 
leased premises, and that any one so doing shall be trespassers and subject to 
prosecution as such. 

5. Prior to erecting new storage tanks. pipelines compressor stations or other usual 
facilities required by Lessee for producing oil and gas and operating this lease, 
Lessee shall advise owner of the soil of Lessee's intention. Owner of the soil and 
Lessee wi ll then mutually select a site or sites for locating such equipment and 
pipelines taking into consideration the ranching and farming operation of Lessor 

True and Corroct 
copy of 

Original filed in 
Reeves County ,...... __ .-,__, 
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• 
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• •• • • • •••• 

and Lessee's need in conducting its operations under the terms of this lease in a 
reasonable manner. 

6. Lessee prior to the construction of any new road or the cutting, altering and 
removal of any existing fence on the leased premises, or the cutting or removal of 
any tree on the leased premises, shall notify owner of the soil of such intention 
and they shall mutually agree on such action. Lessee shall dispose of all brush, 
trees, trash and debris away from the property. Under no circumstances will 
trash, garbage or debris be buried or dumped on the property or adjacent lands of 
owner of the soil. Brush and trees may be buried on the property only with 
written permission from owner of the soil or his representatives. 

7. 

8. 

Lessee agrees to protect, defend, indemnify and hold harmless owner of the soil, 
the owners of the surface of the leased premises, and their respective agents, 
employees and tenants, from and against all liabilities, losses, expenses, claims, 
demands, and causes of action of every kind and character, whether for death or 
personal injury to persons (i ncluding agents and employees of Lessee and 
Lessee's subcontractors) for loss or damage to property, in any way and at any 
time arising out of, incident to, or in connection with this Lease, operations 
conducted on the leased premises or breach of the terms hereof regardless of 
whether any such li ability, loss, expenses, claim, demand or cause of action IS 

based on the so le or concurrent negligence of any party indemnified hereunder. 

Each drill site location shall be constructed so as to result in the least interference 
with surface usage as reasonably practicable under the circumstances. All pits 
shall be constructed and lined so as not to pollute the adjoining land at the request 
of owner of the soil. Lessee shall take all reasonable precautions necessary to 
prevent land, air and water pollution, including pollution to all underground fresh 
water zones. Lessee shall collect all trash which accumulates in connection with 
hi s operations and remove such trash from the leased premises. Lessee shall take 
all reasonable precautions to prevent blowouts from occurring on the leased 
premises. Lessee shall utilize only such area around each producing well as is 
reasonably necessary for such purposes, and Lessee shall restore the remainder of 
such drill site to its original condition as nearly as is practicable within a 
reasonable time after the completion of operations on each dri ll site where no 
producing well is located, Lessee shall clear the location, remove all equipment 
placed upon the dril l site by the Lessee, clean out and back fill all pits, and return 
the surface of the dri ll s ite to its original condition as nearly as is practicable. 
Lessee shall construct and maintain gates at all places where any roads used by 
Lessee across through fences on the leased premises, and Lessee shall keep such 
gates locked when not actually passing through such gates. Upon te rmination of 
Lessee's operations on the leased premises, Lessee shall restore the surface of all 
lands utilized by Lessee, and not theretofore restored , to thei r original condition as 
nearly as is practicable. Within six (6) months after the termination of this lease, 
Lessee shall remove any and all property placed by Lessee on the leased premises 
or owner of the so il shall cause same to be removed at Lessee's expense. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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--~ 

9. Lessee is to comply with all Federal and tate regulations. 

I 0. Lessee shall pay market value, on the day of the event, for any and all livestock 
lost as a result of Lessee's operations under this lease. 

11 . All pipelines larger than 6 inches in diameter are to be buried 36 inches below the 
ground, which will be from the top of the pipe to the sur face of the ground. Only 
crude oil, liquid hydrocarbons, natural gas, and their constituent products will be 
transported through any pipelines located on the leased premises. 

12. Lessee shall not conduct any operations on the leased premises with in one quarter 
(1 /4) mile of any homestead living quarters or within 200 feet of any livestock 
watering facilities without express consent of owner ofthe soil. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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TrrAN REsoURcES. L.P. 

June 18, 1999 

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

Re: Relinquishment Act Oil & 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 covering land in Reeves County, Texas, 
enclosed herewith please find the following: 

• I. Certified Copy of Oil and Gas Lease dated May 6, 1999 between the State ofTexas, acting by and 
through its Agent, Nationsbank, N.A. d/b/a Bank of America, .A., Trustee of the Roberta M. Regan 
Trust, referred to as owner of the soi l, and Titan Resources, L.P., Lessee, covering all of Sections 
40 & 45 , Block 56, PSL Survey; all of Section 9, Block 59, PSL Survey, all in Reeves County, 
Texas. 

• ······ • • 
•• • . . . . .. 

• •• . . . 
•• • • 2. Titan Resources, LP. Check umber 3237 made payable to the order of Commissioner of the 

General Land Office of the State ofTexas in the amount of$40,000.00 representing payment in full 
of the bonus consideration due the State of Texas for the above lease. 

3. 

4. 

Titan Resources, LP. Check umber 3238 made payable to the Commissioner of the General Land 
Office of the State of Texas in the amount of $125.00 to cover the required processing and filing fees 
in this connection. 

Copy of approval of the terms for the above tract by letter dated June 15, 1999, accepted by the 
Genera l Land Office on June 18, 1999. 

Once the above lease has been approved and filed. please advise the undersigned of the assigned Mineral 
Fi le Number. If additional infonnation is required, please do not hesitate to contact the undersigned. Thank 
you for your continued cooperation and courtesy in this matter. 

WJB/dss 
Enclosures 

500 W. Texas • Sui te 200 • Midland, Texas 79701 • Fax: (915) 687-0192 • OHice: (915) 498-8600 
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ACQUISITION CHEC KII-..IG 
r 

COMMIS',Iv,"EI:{ uF THE GENERAL LAND OFFICE 6115199 
PARAGON 11299.Lease Bonu<~ 

•••• • • • •• • 

Payment in full of 112 lease bonus consideration due the State 
ofTexas for execution of Oil & Gas Lease dated 05 06199 
from the State of Texas by Agent. Nationsbank. N.A. d/b/a 
Bank of America N.A., Trustee of the Roberta M. Regan 
Trust, Lessor. in favor of. Titan Resources, L.P., Lessee, 
covering all of Sections 40 & 45 , Block 56. PSL Survey, 
all of Section 9, Block 59, PSL Survey, all in Reeves 

•••• • • • •• • 
• 

County, Texas. 

99050395 . 
•••••• • • 
•• • • • • . . . 
• 

• •• • • • •••• 

Checking 

TITAN RESOURCES, L.P. 
ACQUISITION CHECKING 

Lease Bonus Consideration 

COMMISSIONER OF TI IE GENERAL LAND OFFICE 6115199 
PARAGON #299:Lease Bonus Payment in full of 112 lease bonus consideration due the State 

of Texas for execution of Oil & Gas Lease dated 05106199 
from the State of Texas by Agent. Nationsbank. N.A. dlbla 
Bank of America, N.A.. Trustee of the Roberta M. Regan 
Trust, Lessor. in favor of, Titan Resources, L.P .. Lessee. 
covering all of Sections 40 & 45. Block 56, PSL Survey; 
all of Section 9, Block 59, PSL Survey, all in Reeves 
County, Texas. 

Checking Lease Bonus Consideration 

40,000.00 

003237 
40,000.00 

40.000.00 



ACQUISITION CHECKING 
COMMISSIONER OF THE GENERAL LAND OFFICE 6/15/99 

PARA_G9N #~99:GLO Filing & Processing Fees .. 

•••• • • • •• • 
•••• • • • •• • 
• 

• • ••••• • • 
•• • • • • • • • 
• 

• •• • • • •••• 

Checking 

TITAN RESOURCES, L.P. 
ACQUISITION CHECKING 

Processing & Filing Fees 

Payment in full of fi ling & processing fees due the State 
of Texas in connection with Oil & Gas Lease dated 05/06/99 
from the State of Texas by Agent, Nationsbank, N.A. d/b/a 
Bank of America. N.A .. Trustee of the Roberta M. Regan 
Trust, Lessor, in favor of, Titan Resources, L.P .. Lessee, 
covering all of Sections 40 & 45, Block 56, PSL Survey; 
all of Section 9, Block 59, PSL Survey, all in Reeves 
County, Texas. 

S9050394 

COMMISSIONER OF THE GENERAL LAND OFFICE 6115199 
PARAGON #299:GLO Filing & Processing Fees 

Checking Processing & Filing Fees 

Payment in fu ll of fil ing & processing fees due the State 
of Texas in connection with Oil & Gas Lease dated 05/06/99 
from the State of Texas by Agent, Nationsbank, N.A. dfb/a 
Bank of America. N.A., Trustee of the Roberta M. Regan 
Trust, Lessor, in favor of, Titan Resources, L.P .. Lessee, 
covering all of Sections 40 & 45, Block 56, PSL Survey; 
all of Section 9, Block 59, PSL Survey, all in Reeves 
County, Texas. 

' , .... . -

· J , 
''('(C: {J I ,, I : 

125.00 

003238 
125.00 

125.00 
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Texas General 
Land Office 

David Dewhurst 
Commissioner 

Stephen F. Aust1n Building 

1700 North 
Congress Avenue 

Austin, Texas 
78701-1495 

51 2-463-5001 

September 7, 1999 

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

Re: RELINQUISHMENT ACT LEASE No. M-100678 
Sec. 40 & 45, Blk. 56, PSL Swvey 
Sec. 9, Blk. 59, PSL Survey 
1,600 acres, Reeves County, Texas 

Dear Mr. Ready: 

The certified copy of the Relinquishment Act lease covering the above 
referenced tract has been approved and filed in our records W1der mineral file 
number M-1 00678. Please refer to this number in all future correspondence 
concerning the lease. 

Your remittance of$40,125.00, 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. 

Minerals Leasing 
Energy Resources 
(512) 475-1534 

MS/DR 





Lea se Number Book/Vel Page Entry County I Pansh State 
,---> 

TX299-389-333-001-00 605 538 001324 REEVES TX 

Lease Name : I RMReganTrst : State of TX,acting by & thru its agent I Lease Date I 05/06/99 

Legal Descriptlon 

All o f Section 40 and All of Section 45, Block 56, PSL Sut:vey; all of Sect 1on 9, Block 59, PSL Survey, all i n Reeves County, Texas 

\ c) \ .... 
• • •••• 
•••• • • •••• 
• 
•••• • •••• 

P~0.5P.ECT TX299 - PARAGON INDIAN/ST/FED LSE M-100678 
• •• . 

Payf.i ·~ Account Number Amount 

•••• 
(_~( State o f Texas f300 . 00 

General Land Office 
1700 N . Congress Avenue 
Austin , TX 78701 !1 -~ --~ Jl ' ........... 

RN - Pe riod Beg . 05/06/2000 DELAY RENTAL CHECK ~ 100972 

I NSTRUCTIONS TO DEPOS ITORY: You have been designated as depos1tory for the above described payment. Please credit the proceeds 
thereof to the part1es named and in the amounts ind1cated . Should any d1ff1culty of any nature ar1se, DO NOT RETURN our check, but 
make the deposit to the cred1t of the party named 1n a spec1al account, and adv1se us as soon as poss1ble for further lnstructions. 

100972 
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