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1. 00 
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STEVE F. ARM STRONG 
ENERGY INVESTMENTS 

I I I WEST SIXTH STREET 
PO BOX 695 October 6, 1998 BUS 915 • 4 4 5 -9888 

RES. 915 • 447-983-l 
FAX 915 • 44 5·9362 PECOS. TEXAS 79772 

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

Dear Mr. Reid: 

RE: Proposed Relinquishment Act Oil and Gas Lease 
covering land in Reeves County, Texas 
Titan Resources, L.P. Paragon Prospect 

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

1. Copy of Oil and Gas Lease dated October 6, 1998, 
between the State of Texas, acting by and through its 
agent, Robert C. McDonnell , referred to as owner of the 
soil, and myself, Lessee. The terms of this Lease are 
as follows: 

A. The Lease covers 160 gross and 6.6667 net acres; 
B. Consideration being paid is SSO.OO per net 

mineral acre; 
C. One Dollar (S1.00) per acre annual delay rentals; 
D. Primary term is five (5) years; 
E. The royalty is 3/16ths. 

Also, enclosed please find our check in the amount of $100.00, 
being the processing fee for handling said lease. Please review 
the enclosed lease for prior approval. If the terms of this 
transaction are acceptable to the State of Texas, please 
acknowledge by signing and returning one copy of this letter to 
the undersigned, along with a receipt for the enclosed fee. 
Should you have any questions concerning this matter, please do 
not hesitate to call upon me. 
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~:IJY- e 3 - 195 8 Tl..E: 15: Z el : 0: TEXAS GENERAL L.-.ND UF ~ I CE 

Mt'. Drew Aeid 
Paq• 2 
October 6, 199B 

TEL: 5 12 '1 75154 3 

~itl ~-4d iJ¥6:: 

Thank you ve~y ~nuch for your moflt prompt cespon&e to this 
t'equ••t . 

Aqcead to and Aocepted this ~-- day o! ------~~~~-------· ~998. 
STAT~ OF T~XAB Q!NSaAL P'P'!Ct 

By, 

? :01 



STEVE F. A RM STRONG 
ENERGY INVESTMENTS 

1 1 1 WEST SIXTH STREET 
P O. BOX 695 October 6, 1998 BUS 91 5 • 4 4 5 ·9888 

RES 9 15 • 44 7 ·983-l 
FAX 915 · 44 5·9362 PECOS. TEXAS 79772 

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

Dear Mr. Reid: 

RE: Proposed Relinquishment Act Oil and Gas Lease 
covering land in Reeves County, Texas 
Tita n Resources, L . P . Paragon Prospect 

With r efer e nce to the following d escribed Oi l and Gas Leas e 
covering l a nd in Reeves County, Texas , enclos ed here viith pl e a se 
find the following: 

1. Copy of Oil and Gas Lease dated October 6, 1998, 
betwee n the State of Texas , acting by and through its 
agent, Robert C. McDonnell , referred to as owner of the 
soil, and myself , Lessee . The terms of this Lease are 
as follows: 

A. The Lease covers 160 gross and 6 . 6667 net acres; 
B . Consideration being paid is sso.oo per net 

mineral acre; 
c . One Dollar (Sl.OO) per acre annual delay rental s ; 
D. Primary term is five (5) years; 
E. The royalty is 3/16ths. 

Also , enclosed please find our check in the amount of SlOO.OO, 
being the processing fee for handling said lease. Please review 
the e nclosed l ease for prior approval. If the terms of this 
transaction are acceptable to the State of Texas, please 
ackn owledge b y signing and returning one copy of this letter to 
the unde r signed , along with a receipt for the enclosed f e e . 
Should y ou h av e any questions concerning this matter, please d o 
not hesitate to call upon me . 



· ~ .IJy-03-.1958 ;n..e: lS:Zel !0 : TEXAS GI:.NERAL L.-.NO OF-" IL.E 

HOV-e•-9• o•:2e ~H nRH/CO~ 

Mt'. Or•w Aeicl 
P4(JA 2 
october 6, 199B 

TEL : SlZ-' 751543 

Thank you very ~nucn foi' your- mot'lt prompt cesponae to th i s 
t'eque•t. 

Vw~y truly your-6, 

JL+. 
STBVB r. 
BI"Atll 
&:nclOAUre 

Aqread to and Accepted this ~-- day o! 

BTAT!i: OF FP'ICt 

By, 

JJ ----~~-------· 1998 . 

? : 61 



STEVE F. ARM STRONG 
ENERGY INVESTMENTS 

1 1 1 WEST SIXTH STREET 
PO BOX 695 October 6, 1998 BUS 9 15 - 445-9888 

RES. 9 15- 447-983-1 
FAX 915 • 4 45·9362 PECOS. TEXAS 79772 

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

Dear Mr. Reid: 

RE: Proposed Relinquishment Act Oil and Gas Lease 
covering land in Reeves County, Texas 
Titan Resources, L . P. Paragon Prospect 

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

1. Copy of Oil and Gas Lease dated October 6, 1998, 
between the State of Texas, acting by and through its 
agent, Robert C. McDonnell, referred to as owne r of the 
s o il, and myself, Less ee . The terms of this Lease are 
as follows: 

A. The Lease covers 160 gross and 6.6667 net acres; 
B. Consideration b e ing paid is SSO.OO per net 

mineral acre; 
C. One Dollar (Sl.OO) per acre annual delay rentals; 
D. Primary term is five (5) year s ; 
E. The royalty is 3/16ths. 

Also, enclosed please find our check in the amount of SlOO.OO, 
be ing the processing f ee for handling said lease. Please review 
the enclosed lease for prior approval . If the terms of this 
transaction are acceptable to the State of Texas, please 
acknowledge by signing a nd returning one copy of this lette r to 
the unders igned , along with a receipt for the enclosed fee . 
Should you have any que s tions concerni ng thi s matter , please do 
not hesitate to call upon me . 
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Ht'. Or-ew Ae1c;t 
P4q• 2 
octocer 6, 19SPB 

TEL : S l Z -+75154 3 

~1~ 4-4d !>¥~: 

Thank you ver-y ~nucn foi' your moflt prompt cesponie to this 
reque•t . 

Va~y truly you~a. 

BI"Aa jl 
&:nclO&Ure 

Aqread to and Accepted this ~-- day ot 

STAT~ OF TBXAS Q!NSa~L FP'ICt 

By, -~A..W 

JJ ------~-------· ~998 . 
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TMI188Ctbl # 2855 

LBsscr: McDonnell, Robert C. 

l.8ss88: Steve F. Armstrong 

LEASE IHCftllllON 

HAL REVIEW SHEET 

GaoDjst: 

l8as8Data: 

Acr8a: 

L. Collier 

10/6/98 

6.6667 

Base FIB No Part s..:. IIIIi Twp Slrvay Abst# 
5655 REEVES -150911 

TERMS OFFERED 

Pltla'y T 11'18: 

lknJs/ Acre: 

Rlllta/ Acre: 

RoyMty: 

COMPARISONS 

Pll# 

Is years 

$50.00 

$1 .00 

13/16 

SW/4 L-- 21 58 00 PUBLIC SCHOOL LAND 

TERMS RECOMMENIID 

Pltla'y T arm @ years 

lknJs/ Aln c= $so.oo 1 

Rlllta/ Aln L $1 .0~ 

RoyMty @/16 

T arm Boous/ Ac. Rlllta/ Ac. Roymty llsmo 
-""J C~ I I I Last l.8as8 

~====~ ~===============~ .----.. I L =:J ~I ===~ ~~ C =:J 
~====~ ~===============~ ~~ :==~II I ~I ===~ L----l ~====::::::: 
~===~ ~===============~ ~===~ ~~II I :=1 ===~ :=::::::~ ~======~ 
'-------~ .___ _______ ___, .__ __ _J .__ _ __,II I L--1 __ __, l-_ _____, L-----.J 

~IIi:~ ID·/4 ·.98 

Tuesday, October 13, 1998 



TEXAS GENERAL LAND OFFICE 

GARRY MAURO 
COMMISSIONER MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: 

County: 

Steve F. Armstrong 

REEVES 

Section: 21 Block: 58 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recommende~ )0 14·$ 

Not Recommended: ----
Comments: 

Lease Form 

Recommended: R1Y l~l~ ['it 
Not Recommended: ----
Comments: 

Bonus/Acre 

Rental/ Acre 

Date: 

DATE: 13-0ct-98 

Base File #: 150911 

Abstract: 5655 

$50.00 

$1.00 

Spencer Reid, Senior Deputy ------

Recommended: :;5 e_ 
Not Recommended: ----

Garry Mauro, Commissioner 

Approved: 6. \IV\ 
Not Approved: ___ _ 

Date: ------
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~Gco;ral Land Office 
- ~cli"oquisbm~t Act Lease Form 

Revised, Scptcm~r 1997 

OIL AND GAS LEASE 

TIDS AGREEMENT is made and entered into this....6.th_day of October 19 ~between the State of Texas, acting by and through its 
agent, JULIA EI.TZABEIH Mc!XJNNET.T. 
____________________ ___:ofl 859 Take McMurray Rd ., Mt . Vernon. WA 98273 
-------------------------------------------------------------------------------------------------·said agent 

(Give Permanent Address) 
herein referred to as the owner of the soil (whether one or more), and STEVE F . ARMSTRCNG 

~~~~-~~~~---=--~==~------------------------------___:Of P D Pox 695, Pecos , TX 79772 
(Give Permanent Address) 

hereinafter called Lessee. 

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

containing 160.0 

SW/4 of Section 21, Block 58 , 
Public School Land Survey 

acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Gn P Hundred Sixty-Sj x and 67/l 00------------------- -----------
Dollars (S_l 66 . 67 ) 

To the owner of the soil: One Hundred Sixty-Six and 67/100-------------- ------------ ---
Dollars (S 1 66 67 ) 

Total bonus consideration: Tbree Hundred 'I'hirty--'Ibree and 34/100--------------------- -
Dollars (S 333 34 ) 

The total bonus consideration paid represents a bonus of Fiftb and No/100------------------------------
------------------------ Dollars (S 50 . _0 ) per acre, on 6 . 6667 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of f i ve ( 5) years from this date 
(herein called "primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. 
M used in this lease, the term "produced in paying quantities" me arts that the receipts from thi: sale or other authorized commercial use of the substance(s) covered 
exceed out of pocket operational expenses for the six months last pasL 

3. DELAY RENTALS. lfno well is commenced on the leased premises on or before one ( I) year from this date, this lease shall terminate, unless 
on or before u h ann· ers ate Le s all pay ar tender to the owner of the soii or to his credit in 
th ( " Bank, 
at or its successors (which shall continue as the depository regardless of changes in the ownership of 
said land), the amount specified below; in addition, sec shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF 
TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring 
the commencement of a well for one ( I) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil: Three and 34 / lOO- ------- -----------------------------------·---
Dollars (S~-t.....-=--=-----=-~:--:::-=:--------_J 

To the State ofTexas:-=-.,---T.Lb.LLLr..t:ee=.....~.a:JJndLJU__;31.!:4l,l/:....l~..JOuuO.::-.::-=-=-:.:·:.:--:.:-::.-=-=:.:-=::.-::.-=-=-=-:.:-:.:-:.:-::.-=-=-=-=:.:-=.-=--=-=-=-=-==-=--=-=-=-==-=--
Dollars (S___,;3:....-...~.3.:x4-=....----=---::-:,....,.,:-:' ::-::----------') 

Total Rental =--:::--::--::-::-~S.=,ix~and§,!,!,!!~61oo!.!8>li./:....lb.l0~0'----------------------------------:-:-----_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_--_-_._--_-_-_-_-_-_-_ 
Dollars (S--Ll..o..l.l.CL.------------------' 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (I) year each during 
the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of this lease, and .:.ay be 
delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist, suspend business, liquidate, fai l or 
be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be held in default for failure to make such payments or tenders of 
rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument naming another bank as agent to receive such payments 
or tenders. 

True and Correct 
copy of 

Original fi led in 
Reeves County 

Clerks Office 



' . 
. 4. PRODUCTION ROYALTIES. Upon production of oil and/or g.,..., Lessee agrees to pay or cause to be pa.id one-half(l/2) of the royalty 

providetl for' in this lease to the Commissioner of the General Land Office of the State ofTexas, at Austin, Texas, and one-half(l/2) of such royalty to the owner of 
!he soil : 

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

3/l 6tbs pan of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the 
General Land Office, such value to be detennined by I) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons. respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest marlcet price thereof offered or paid in the 
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the 
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or 
other equipment 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 tenns and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined 
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of 
gasoline, liquid hydrocarbons or other products) shall be 3/J 6ths part of the gross production or the market value thereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in 
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base 
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) 
degrees Fahrenheit, com:ction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the 
most approved method oftest.ing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any ges processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 3/l6ths pan of the r.:.sidue gas and the liquid hydroca;1x>ns extracted or tile market value: !hereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (I 00%) of the total plant 
production of n:sidue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the 
total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed 
in a plant in which Lessee (or its parent., subsidiary or affiliate) owns an interest., then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at ann's length (or if there is no such third 
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas 
and on liquid hydrocarbons shall be detennined by I) 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 ofliquid hydrocarbons), 
whichever is the greater. In no event., however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
been processed. 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) 
whether said gas be "casinghead,· "dry," or any other gas, by fractionating, burning or any other processing shall be 3 /l6ths 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 to be detennined as follows: I) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the 
basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties 
paid under 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 
before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the 
preceding year. If Paragraph 3 of this lease does not specify a delay rental amount., then for the purposes of this paragraph, the delay rental amount shall be one 
dollar (S 1.00) per acre. 

6. ROYALTY IN KINO. Notwithstanding any other provision in ·this lease, at any time or from time to time, the owner of the soil or the Commissioner 
of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties 
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to t.ake its royalty in 
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations. whether express or implied, 
under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of 
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transponing, and otherwise making the oil, gas and other products 
hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and 
production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proponionate share of any fuel used to 
process gas produced hereunder in any processing plant Notwithstanding any other provision of this lease, and subject to the wrinen consent of the owner of the soil 
and the Commissioner of the General Land Office. Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing 
fonnation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas 
until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not t.aken in kind shall be paid to the Commissioner of the General Land Office at Aust~n. 
Texas, in the following manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently 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 succeeding 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 fonn and manner prescribed by the General Land Office and showing the gross amount and disposition of 
all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or repons confinning the gross produ~ion, dis~sition 

True and v orrect 
;)' 

.@t '("+~ copy of W • Orig inal filed in 
.. ~ ,t:-

4 

Reeves County 
- Clerks Office 
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and marlc~t vflue including gas meter readings, pipeline receipts, gas line receipts an~ other ch~ or mcmo~da of ~ount produced and ~ut in~ pi~~ines, tanks, 
.nr pools and gas lir!es or gas s.torage, and any other reports or records which the GeneTal Land Office may requtre to verify the gross productJon, diSpoStUon and 
m&rF..:t value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be 
accompanied by a-check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being 
paid on each lease. If Le.ssee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or 
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 100/o of the royalty due or $25.00 whichever is greater. 
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which arc not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
e.ffective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for P"Yine N CJOII<ing myaltie~ rn 1-e !'I ~ it! as 
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right offorfeiture as provided by law 
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of 
the royalty or to that portion of the royalty in dispute as to fair lllllrlc:et value. 

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

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, worlcover, re-<:ntry, temporary abandonment or plug and abandonment of any well or wells. S4ch 
written notice to the General Land Office shall include copies of Railroad Commission forms for application to dri!l. Copies of well tests, completion reports and 
plugging reports shall be sup;:!icd:.. the General La·:d Office at t.'le tim: they arc filed witl: the Texas R.:!:l;oad Commission. All applicath ns, permits, reports or 
other filings that reference this lease or any specific well on the leased premises and that arc submitted to the Texas Railroad Commission or any other governmental 
agency shall include the word •s tate• in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose o f 
identifying wells, tank batteries or other associated improvements to the land must also include the word "State. • Lessee shall supply the General Land Office with 
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be 
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the 
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the log of each survey on each well to the General Land Office within fifteen (I 5) days after the making of said survey. 

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

II. DRY HOLEJCESSATION OF PRODUCTION DURING PRIMARY TERM. If; during the primary term hereof and prior to discovery and production 
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery .and actual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from 
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operat:ions thereon, or pays or tenders the next 
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry ho le be 
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations 
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this 
lease by conducting additional drilling o r reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of 
production under Paragraph 13. Should the fll'St 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 hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto 
terminate. If at the expiration of the primary term or any time thereafter a shut-in oii or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the eXPiration of the primary term, neither oil nor gas is being 
produced on said land. but Lessee is then engaged in drilling or reworlcing operations thereon, this lease shail remain in force so long as operations on said well or for 
drilling or reworking of any additional well arc prosecuted in gnod faith and in worlcmanlike manner without interruptions totaling more than sixty (60) days during 
any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, o r 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in ~is lease. 

13. CESSATION, DRILLING, AND REWORKING. u; after the expiration of the primary term, production of oil or gas from the leased premises, after 
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such o perations continue in good faith and in woricmanlik:e manner w ithout 
interruptions total ing more than sixty (60) days. If such drilling or rcworlcing operations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry bole, the lease will not 
terminate if the Lessee commences additional drilling or reworlcing o perations 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 reworking operations in good faith and in a worlc:manlike manner without interruptions totaling more 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, •well" means any well that has been assigned a well numbeT by the state agency having 
jurisdiction over the production of oil and gas. If, at any time afte.r the expiration of the primary term of a lease that, until being shut in, was being maintained in 
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable 
production faci lities or lac k o f a suitable marlcet, then Lessee may pay as a shut-in o il or gas royalty an amount equal to double the annual rental provided in the 
lease, but not less than S 1,200 a year for each well capable of producing oil o r gas in paying quantities. If Paragraph 3 of this lease does no t specify a delay rental 
amount, then for the purposes o f this paragraph, the del ay rental amount shall be one dollar (SI.OO) per acre. To be effective, each initial shut-in oil or gas royalty 
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must 1>e paid on or before: ( I) the expiration of the primary tenn, (2) 60 days a&r the; Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days 
'after l:.es!lee completes a drilling or reworiting operation in accordance with the lease provisions; whichever date is latesL Such payment shall be made one r'talf(ln) 

• to the Commissioner of the General Land Office and one-half (In) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be­
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month 
following the month in which production ceased. and, after that, if no suitable product.ion facilities or suitable market for the oil or gas exists, Lessee may extend the 
lease for four more successive periods of one (I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and 
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing 
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (In) to the Commissioner of the 
General Land Office and one-half(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 or gas is 
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1.000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
d ifference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset 
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has 
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be 
reasonably necessary for the proper dcvelopmc:ut oflhe leased pr::mises :md in marketing th:: prod:Jction thr.reon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate 
as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surTOunding each gas well 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in 
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-
52. 153, o r (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules 
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective 
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that 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 purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph I hereof, together with easements and rights-of-way for existing 
roads, existing pipelines and other existing 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. 

tB~ IIOI'C:iZOtffi'd:::. ha the euent this lease i:s in fioaoe lbad effect tne (2) )eats afte: the tKpi:atioll tlatc efttao paitJtat) oa extcaadcd tea ttl it sl1ttll fwdaot 
tePiftinate aste allllei'IM l!eleu1 199 feet helen lfte telel del'th drilled EhereinaAer "deel'er llel'tm") in eaeh 11ellloeatell on acrelll:e retained in Plblll:l&ph 16 (A) 
abeve, t.trdtll en or tseHsre hve (2) )Car! after ltle l'firrtat) or extended tetill lcJJee pD)l an wa•owtt equid to eaue lsalf(l/i) oftttc bo:aw urighudl) paid ll!l 

considCJation for this lell3C (as lpceifie~ eft pftte I here&~. lflt.te.h anaot.tnt il paiel., this leMe shall be in foroe attd effect~ to loch decpct deptla. mad sa.i8 
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(C) IDENTIFICATION AND FTUNG. 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 thereot: 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 lease as provided herein, Lessee shall execute and record '!>release or releases containing a satisfactory legal description of the acreage and/or 
depths not retained hereunder. The recorded release, or a certified copy of same, shal l be filed in the General Land Office. accompanied by the filing fee prescribed 
by the General Land Office rules in effect on the date the release is filed. If Lessee fails o r refuses to execute and record such release or releases within ninety (90) 
days after being requested to do so by the General Lana Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or 
depths to be released hcreuntler anti record such irstrument at Lessee's expense in the co~tnty or CIJUnties where the lease is located :.nd i:> Lhe offi<"' J1 recor:!.!: of the 
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 lease shall relieve Lessee of his obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee, ~ceivcr or other agent in control of the leased premises shall drill as many 
wells as the facts may justify and shall usc appropriate means and drill to a depth necessary to prevent undue dra.inage of oil and gas from the leased premises. In 
addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being 
drained by production of 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 
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 statutory offset obligation may subject this lease and the owner of the 
soil's agency rights 10 forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or impl ied covenant of this lease, from 
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, o r 
any valid order, 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 for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause. 
from conducting drilling and reworking operations or from 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 reworking operations or production of oil 
or gas. 
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in 
payments owed on the leased premises, then Lessee may redeem the rights of the OY.ner of the 90il in the leased premises by paying any mortgage, taxes or other I iens 

'on the l~ascd premises. If J..;essee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the 
ren~ and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estat.e in the above 
described land, whether or not Lessee's interest is specified herein; then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him 
in the proportion which his interest bears to the entire undivided surface estat.e and the royalties and rental herein provided to be paid to the Commissioner of the 
General Land Office of the State ofTexas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty 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 statement which explains the 
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land 
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production 
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production 
allocable to the undivided interest not leased an amount less than the value of one-sixteenth ( 1116) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52.154, or 
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein. 
payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the 
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water from wells or 
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for waterflood operations 
without the prior consent of the o.vner of the soil. 

22. AUTiiORlZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, improvements, 
livestock and crops on said land. 

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

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

25 . POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent 
spillage, seepage or ground water contamination. In the event of pollution. Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other 
pollutant and shall be responsil;>le for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said 
premises free of all rubbish, cans, bonles, paper cups or garbage, and upon completion of operations shall restore the surface 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 limitations in this paragraph. Lessee shall have the right to remove machinery and fixtures placed 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 termination of this 
lease unless the owner of the soil grants Lessee an extension of this 120-<lay period. However, Lessee may not remove casing from any well capable of producing oil 
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days wrinen notice to the Commissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee 
under the terms of this paragraph. · 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this 
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors 
and assigns. However, " change or division in cwne:ship oft.'1'.. land, rentals, or royalties will not c:1large t!1e obligations of Lessee, dirr.;nish the rig_~!S , privileges 
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with satisfactory wrinen evidence of the change in ownership, including the original recorded muniments of title (or a 
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the Gene.ral Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

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

( I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil: 
(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 conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

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

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

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thiny days after it becomes due, or if Lessee or an authorized 
agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good 
faith as required by law and the r11lcs and regulations adopted by~~~ Commissior.~r of the Gcncr.:! Land Oifice, or ifi..essec should f:i!:., filt' ! CiJOr'.S in the manner 
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if 
Lessee should refuse the proper authority access to the record.s pertaining to operations. or if Lessee or an authorized agent should knowingly fail or refuse to give 
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly 
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment AcL However, nothing herein shall be construed as 
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136. the State shall have a first lien upon all oil and gas produced from the area covered 
by this lease to secure payment of all unpaid royalty and other 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 accrue to Lessee from the sale of such leased minerals, whether such 
proceeds arc held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of 
such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whcthe.r express or implied. This lien and security interest may be 
foreclosed with or without court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner 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 arc no prior or superior liens arising from and relating to Lessee's activities upon the above-described propeny or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLTNG. 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 unitizing of the interest of the State under this lease pursuant to Texas Natural Resources 
Code 52.1 S 1-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural 
Resources Code 52. 152. 

35. TNDEMNITY. Lessee hereby releases and discharges the State ofTexas aEd the owner of the soil, their officers, employees, partners, agents, 
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action o f every nature, or other 
harm, including environmental harm, for which recovery of damages is sought. includi~:g, but not limited to, all losses and expenses which arc caused by the 
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises 
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, 
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), 
costs and expenses. or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including anomeys' fees and 
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all 
environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those arising from 
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other act or 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 Agreement, or an interest therein. agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of 
Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, 
employees, and agents as described above. EXCEPT AS OlliERWISE EXPRESSLY LIMITED HEREIN, ALL OF TilE INDEMNlll' OBLIGATIO S 
AND\OR LIABILITIES ASSUMED UNDER TilE TERMS OF TillS AGREEMENT SHALL BE WmiOur LIMITS AND WmiO\JT REGARD TO 
TilE CAUSE OR CAUSES TIIEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR TilE NEGLIGENCE OF A Y PARll' 
OR PARTIES (INCLUDING TilE NEGLIGENCE OF TilE TNDEMNIFIED PARTY), WIIETIIER SUCH NEGLIGENCE BE SOLE, J OINT, 
CONCURRENT, ACTIVE, OR PASSIVE. 
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'36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of 

~y :n.,irohm'ental medium: including soil, surface war.e~. groundwar.er, sediments. and surface or subsurface strata. ambient air or any other environmental medium 
in, on. or under. the leased premises, by any waste. pollutant. or contaminant. Lessee shall not bring or penn it to remain on the leased premises any asbestos 
containing materials, explosives, toxic mat.erials, or substances regulated as hazardous wastes, hazardous mat.erials, hazardous substances (as the tenn "Hazardous 
Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic 
substances under any federal , stale, or local law or regulation (" Hazardous Materials"), except ordinary products commonly used in connection with oi l and gas 
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF TilE FOREGOING PR011181TION 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL TNTl~MNIFY. H()l .n HA RMI.FSS AND 
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES. 
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISrNG OlJf OF (I) A 
VIOLATION OF THE FOREGOING PROHIBITION OR (In TilE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS 0 • 
UNDER, OR ABOUf TilE LEASED PREMISES DURING LESSEE'S OCC UPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUf TilE LEASED PREMISES DURrNG L ESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUffiEMENTS OF APPLICABLE LAW. THIS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BlJf IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVffiONMENT AL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPO 
LEARNING OF TilE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIO S OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued und:r the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as the 
Relinquishment Act. and oth.::r &ppiiciible siacutes w11! arnenc.lmc:nts th~;;rew. a.;d if ::..ty provision ir. Ll}is !:::l:i: does r.o: conform to thC'se s~:ttutes, lite st'!t!!tCS VJil! 
prevail over any nonconfonning lease provisions. 

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

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

S~Aru-lS~ ~~SEUti<:f :). 
TITLE: _ _ _ ___ ~------.!,...._-

.. . . ~ 
0 •• 

DATE:._~J~un~e_8~, -.:1::..:9::...:9::...:9:__ ____ _ ..... 

STATE OF TEXAS 

BY: _ _ ____________________________ __ 

Individually and as agent for the State o f Texas 

Date : _______ ______ _ _ _ _ 

"· ...... 

Date : _ _ _________ _____ _ 

ST A'l'E OF TEXAS 

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

Date. _________ _ ___ _ ___ _ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



STATE OF ____________________ __ (CORPORATION ACKNOWLEDGMENl) 

CQUNTY OF _ _._ ____ _:_ _______ _ 

BEFORE ME, the undersigned authority, on this day personally appeared _____ ___ ______________ __ 

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

-:--:------:---:-:---::---:----:------:-:--:------:----:--:----:-----:-:--:--:--:-:--and aclcnowledged to me that he executed the same 
i"or tile purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. 

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

Notary Public in and for _ ________ _ 

STATE OF _________________ _ (CORPORATION ACKNOWLEDGMEN11 

COUNTY OF _______________ _ 

BEFORE ME, the undersigned authority, on this day personally appeared _ _______________ _ _____ __ 

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

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

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

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

STATE OF _ _;WAS..;::..==HIN=c.:.:G::.:TON::.:=.:...._ ___ _ (INDMDUAL ACKNOWLEDGMENT) 

COUNTY OF S 1(~
1

L +-
, hHol<' oJ'J'IJ . 

B~~~:~~:~!.~~r:~;:~:uthority, on this day personally appeared JULIA ELIZABEI'H r.t!X)NNELL 

known to mj~~ICSJ!"J;?~~es arc subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and 

considera;?n'ffift\).CJil!f}lffl'f-~ \ ~t: '\ \ j- . ~D · 
iGivelll»''11ffilY~~ti&SI!l\li•fofficethis the ~ S dayof ~\... 19 9ff qj , . 
,. r(J'o ··. " 3 \- ~.z c ~ I 
•r.. :,..t. • ..,; ") •• (~-~----- •• 
. .) hr .. " ' .. ..... • ~ ... ""'"'(-. ''). v,.,.. . . l •. •• • ( .;r .... 
~ -<5' .•• "~ ~ .. ~. '.<' •• 

''• ~ : ~I:\'} 1-,.c>l' ::~:--
7 • • :,,,•.~ ' ~: 

.;.; 

STATE OF __ TEXAS===-------------­

COUNTY OF_~REEVES==~~-----------

Notary Public in and for e State of Washington 
CDM>"";C.S u · ... '(> ;o..

6
':l,rc::; D 6 - /{-,)00() 

(INDIVIDUAL ,._CKNOWUDGMENT) 

Before me, the undersigned authority, on this day personally appeared. ____ S~TEVE~~-'F~-~ARMS~~TRON~~~G~---------

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

JUDY LOVE 
Wff COMMISSION EXPIRES 
September 23, 1999 

Public i rt~d for the State of Texas 

True and Correct 
copy of 

Original fi led in 
Reeves County 

Clerks Office 
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~/G.zoe~l Lana Office 
- .Rclioquisb!Dot Act Lease Form 

Revised, September 1997 

OlL AND GAS LEASE 

TinS AGREEMENf is made and entered into this__fi:t,hday of October 19_9_8_, between the Stale ofTexas, acting by and through its 

~en~~RO~BwERT~~~C~-~Mc~~~~~J~·--------------------~,..~~~--~~~~--~~~----~--~7T?T ____ _ 
___________________ .of 14830 cavali er Rise , Truckee , CA 96161 
---------------------:-=----------------+-----------'said agent 

(Give Pennanent Address) t 
herein referred to as the owner of the soil (whether one or more), and STEVE F . ARMSTRONG • 
-7>,_-.~~rnr-~~~~~~~~~--------------------------------------------------------~of 

P . O. Box 695, Pecos, TX 79772 
(Give Pennanent Address) 

i ' hereinafter called Lessee. 
:. .; .. . 

I. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and !igreements to be paid, kept and perfonned by 
Lessee under this lease, the Stale of Texas acting by and through the owner of the soil. hereby grants, leases and lets uf!to ~ee. for the sole and only purpose of 
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other structures 
thereon, to produce, save, take care of, treat and transpon said products of the lease, the following lands situated in Reeves County, State 
ofTexas, to-wit: 

containing 160 . 0 

SW/ 4 of Sect ion 21 , Bl ock 58 , 

Publi c School Land Survey 

acres, more or less. The bonus consideration paid for this lease is as follows: 

TotheStaleofTexas: Qne Hundred Sixty-Six and 6 7 / 100------- ---------------------
Dollars (S_ 1 66 . 67 ) 

To the owner of the soil: One Hundred S ixt;t- S ix and 6 7 / 1 0 0---------------------------
Dollars (S l 66 . 67 ) 

Total bonus consideration: Three Hu ndr ed Thi rcy- Thr ee and 34/l 00-------
Dollars (S 333 . 3 4 ) 

The total bonus consideration paid represents a bonus of Fi f tb and No/ ldO-----:---------------- --------
------------------------- Dollars (S 50 . 0 ) per acre, on 6 . 6667 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a tenn of five ( 5) ~rs from this date 
(herein called "primary tenn") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. 
As used in this lease, the tenn "produced in paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) covered 
exceed out of pocket operational expenses for the six months last pasL 

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (I) year from this date, this lease shall tenninate, unless 
on or before such anniversary date Lessee shall pay or tender to the owner of Lhe soii Oi <o his cn::dit in 
the &\AJ K ol- /kr1en!C4 , //2,-L DM/V ~ ffl.s.S f?D. T/?(J(:.I(,zs' cA- . t:f(,f (,I Bank. 
at 1 'or its successors (which shall continue as the depository regardless of changes in the ownership of 
said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMlSSIONER OF TilE GENERAL LAND OFFICE OF TilE STATE OF 
TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this para&raJlh shall operate as a rental and shall cover the privilege of deferring 
the commencement of a well for one (I ) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil::.: . ..---Thr==ee:=....:::and=:......::3::....4:...:/_,l::.:O~O,_-_-_-_-_-_-_-__ -_-_-_- _-_- _-_-:----_-_-_-_-_-_-_-___ -_-_-_-_-_ -_ -_ -__ - _____ - _- _- _-_-_-_-_ 
Dollars (S • 4 

To the State ofTexas:-=..,....-T._hrL.I.Io.;);ie~e~and"'-'lo<'-3c4u:l_.l..,O.LlO .... -_-_-_,::-'--------_-_·-_-__ -_-_-_-,----------------_-..:... --------------------------~=--=--=--=--=-:.... 
Dollars (S 3 , 34 ) 

Total Rental :.--:----:::--:::-=-..!::S~i.x~~and~~6.!:C8L/.=l"'-0"'-0-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-:----_-_--_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-.:::-_-_-_-_-_--_-_-_-_ 
Dollars (S___,>.I...&..;I.Ll.l. _______________________________ ...J 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (I) year each ._during 
the primary tenn. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of this lease, and may be 
delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease to exis~ suspend business, liquidate, fail or 
be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be held in default for failure to make such payments or tenders of 
rental until thiny (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument naming another bank as agent to receive such payments 
or tenders. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



., 
4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (lf2) of the royairy 

provlE!~d for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin. Texas, and one-half (112) of such royalty to the owner of 
·the soil: · 

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

3/1 6ths part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the 
General Land Office, such value to be determined by I) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general an:a where produced and when run, or 2) the highest market price thereof offered or paid in the 
general an:a where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the 
leased premises is sold, used or processed in a plant, it will be run free of cost to the royally owners through an adequate oil and gas separator 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 prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared 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 to gas processed in a plant for the extraction of 
gasoline, liquid hydrocarbons or other products) shall be 3 / ] 6tbs 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 to be based on the highest market price paid or offered for gas of comparable quality in 
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base 
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) 
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the 
most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shulll:;c 3 / ] 6tbs pliit of the cesiti~se gB!. and t.'le liquid ht drocarbons extracted or lhe market value 1J1ereoi, at tne optiou of the 
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (I 00%) of the total plant 
production ofn:sidue gas anributable to gas produced from this lease, and on fifty percent (SO%), or that percent accruing to Lessee, whichever is the greater, of the 
total plant production ofliquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed 
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third 
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas 
and on liquid hydrocarbons shall be determined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable 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 hydrocarbons), 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
been processed. 

{D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured fromJas (excepting liquid hydrocarbons) 
whether said gas be "casinghead, • "dry, • or any other gas, by fractionating, bwning or any other processing shall be 3 16ths part o f 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 to be determined as follows: I) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the 
basis of the average gross sale price of each product for the same month in which such products an: produced; whichever is the greater. 

S. MINIMUM ROYALTY. During any year after the expiration of the pri_mary term of this lease, if this lease is maintained by production, the royalties 
paid under this lease in no event shall be less than an amount equal to the t.:.tal annual delay rental herein provided; otherwise, there shall be due and payable on or 
before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the 
preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one 
dollar ($1.00) per acre. 

6 . ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner 
of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, ~uire that the payment of any royalties 
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its royalty in 
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied, 
unJer this lease. 

7 . NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of 
producing, gathering, storing, separating, treating, dehydrating, compressing, p[OCCssing, .transporting, and otherwise making the oil, gas and other products 
hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and 
production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any f\Jel used to 
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 recycle gas for gas lift·purposes on the leased premises or for injection into any oil or gas producing 
formation underlying the leased premises after the liquid hydrocarbons 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 royally owners to a royalty under lhis lease. 

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

Payment of royally on production of oil and gas shal l be as provided in the rules set forth in the Texas Register. Rules currentl y provide that royalty on oil is due 
and must be received in the General Land Office on or before the Sth day of the second month succeeding the month of production. and royalty on gas is due and 
must be received in the General Land Office on or before the I Sth day of the second month sueeeeding the month of production, accompanied by the affidavit of the 
owner, manager or other authorized agent, completed in the form and marmer prescribed by lhe General Land Office and showing the gross amount and disposition of 
all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition 
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and ~~et val~ including gas meter readings, pipeline receipts, gas line receipts 'ind other Cbeclcs or memoranda of amount produced and put into pipelines, tanks, 

01 poob and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and 
market value. In all ca5es the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be 
accompanied by a-check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being 
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty paytl"!ent was due, then Lessee owes a penalty of5% on the royalty or 
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late sh:lllacaue a penalty of 100/e of the royalty due or S2S.OO whichever is greater. 
In addition to a penalty, royalties shall acerue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
effective on the date when the affidavits or supporting documents were due. The Lessee ~hall bear all resoonsibility for 9avins: or causing royalties to be paid as 
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law 
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of 
the royalty or to that portion of the royalty in dispute as to fair marlcet value. 

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

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, worlcover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to the General Land Office shall inr.lude copies C'fR.s.ilro3d Commissio'l forms for application to drill. Copies of well tests, completion reportS and 
plugging reports shall be supplied to the General Land Office at the time they &..-e filed with the Texas Railroad Commission. All applicatJ~ns. penn its, reportS or 
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental 
agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of 
identifying wells, tanlc batteries or other associated improvements to the land must also include the word "State. • Lessee shall supply the General Land Office with 
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above~escribed premises, which may be 
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the 
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the log of each survey on each well to the General Land Office within fifteen (IS) days after the malcing of said survey. 

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

II . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production 
of oil o r gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from 
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworlcing operations thereon, or pays or tenders the next 
annual delay rental in the same manner as provided in this lease. U: during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be 
completed and abandone~ or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations 
until the expiration of the primary tenn; and if Lessee has not resumed production in paying quantities at the expiration of the primary te~ Lessee may maintain this 
lease by conducting additional drilling or reworlcing operations pursuant to Paragraph 13, using the expiration of the primary tenn as the date of cessation of 
production under Paragraph 13. Should the fust 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 hereof. Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to malce such payment, this lease shall ipso facto 
terminate. If at the expiration of the primary tenn or any time thereafter a shut-in oi.l or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRlMARY TERM. If. at the expiration of the primary te~ neither oil nor gas is being 
produced on said I an~ but Lessee is then engaged in drilling or rcworlcing operations lhereon, VIis lease shall remain m force so iong as operations on said wei I c r for 
drilling or reworlcing of any additional well are prosecuted in good faith and in worlcmanlilce manner without interruptions totaling more than sixty (60) days during 
any one such operatio"' and if they result in the production of oil and/or g~ so long thereafter 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 ~rovided in this lease. 

13. CESSATION, DRilliNG, AND REWORKING. If, after the expiration of the primary~ production of oil or gas from the leased premises, after 
once obtain~ should cease from any cause. this lease shall not terminate if Lessee commences additional drilling or reworlcing operations within sixty (60) days 
after such cessation, and this lease shall remain in ful l force and effect for so long as such operations continue in good faith and in worbnanlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or reworlcing o perations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling or reworlcing operations result in the completion of a well as a dry hole, the lease will not 
terminate if the Lessee commences additional drilling or reworlcing 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 reworlcing operations in good faith and in a worbnanlike manner without interruptions totaling more 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. If. at any time after the expiration of the primary tenn of a lease th~ until being shut i.n, was being maintained in 
force and effe~ a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable 
production facilities or lack o f a suitable marlcet, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the 
lease, but not less than S 1,200 a year for each well capable of producing 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 paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, each initial shut-in oil or gas royalty 
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. . . 
must be paid on or before: (I) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises. o r (3) 60 days 
afteF-Lessee C:omple~ a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half ( 112) 
to the Commissioner of the General Land Office and one-half(l/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be 
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month 
following the month in which production ceased, and, after that, if no suir.able production facilities or suitable market for the oil or gas exists, Lessee may extend the 
lease for four more successive periods of one (I) year by paying the same amount Cli.:h year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in o il or gas royalty, oil or gas is sold and 
delivered in paying quantities from a well located within one thousand ( 1,000) feet of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage is occurring. the right to continue to maintain the lease by paying the shut-in o il or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage o r which is completed in the same producing 
reservoir and within one thousand ( 1,000) (eet of the leased premises. The compensatory royalty is to be paid monthly, one-half(l /2) to the Commissioner of the 
General Land Office and one-half(l/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the o il or gas is 
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand ( 1.000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset 
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. 

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate 
as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying quantit ies and 320 acres surrounding each gas well 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in 
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.1 S 1-
52.153, o r (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the ru les 
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any t ime after the effective 
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is 
thereafter 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 purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph I hereof, together with easements and rights-of-way for existing 
roads, existing pipelines and other exist ing facilities on, over and across all the lands described in Paragraph I hereof("the retained lands"), fo r access to and from the 
retained lands and for the gathering or transportation of oil, gas and o ther minerals produced from the retained lands. 
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(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square 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 lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or 
depths not retained hereunder. The recorded release, or a certified copy of sanie, shall be filed in the General Land Office, accompanied by the filing fee prescribed 
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written insuument the acreage and/or 
depths to be released hereunder and record such insaument at Lessee's expense in the county or counties where rhe lease is locl'tetl and in th~ offldel records of the 
General L:mu Office and ~uch designation shall be banding upon Lessee tor all purposes . 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obl igation to protect 
the oil and gas under the above-<lescribed land from being drained. Lessee, sublessee, receiver or other agent in control of the leased premises shall drill as many 
wells as the facts may justify and shall use appropriate means and drill to a depth necessaty to prevent undue drainage of oil and gas from the leased premises. In 
addition, if oil and/or gas should be produced in commercial quantities within I ,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 
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 sati.sfy the statutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfeiture. Only upon the determination of the Commissioner c-fthe General Land Office and with his written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling operations on the leased premises, or from producing o il o r gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or 
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from 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 reworking operations o r production of oil 
or gas. 
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19. WARRANTY CLAUSE. The owner of the soil warrants and agree:; to defenc.i title to the leased premises. If the owner of the soil defaults in 
pi!yrilents owe-d 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 or other liens 

• on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soii owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental he.rein provided to be paid to the owner of the soil shall be paid to him 
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the 
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of 
the General Land Office. Lessee or his authorized representative must submit to the Comm•ss•oner 01 toe General Lana Utlice a written statement which explains the 
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land 
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production 
cost allocable to such undivided interest However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production 
allocable to the undivided interest not leased an amount less than the value of one-sixteenth ( 1116) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52.154, or 
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein, 
payments that arc made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the 
boundaries of a pooled unit, or. if after the expiration of the primary term, the number of acres actually retained and covered by this lease. 

21 . USE OF WATER. Lessee shal l have the right to use water produced on said land necessary for operations under this lease except water from wells or 
tanks of the owner of the soil ; provided, however, Lessee shal l not usc potable water or water suitable for livestock or irrigation purposes for watcrflood operations 
without :he prior consem of the owner oflhe ~oi:. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal propeny, improvements, 
livestock and crops on said land. 

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

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

25 . POLLlJTION. In developing this area, Lessee shall usc 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 fac ilities sufficient to prevent 
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other 
pollutant and shall be responsi~le for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said 
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original 
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee ~hall have the right to remove machinery and fixtures placed 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 termination of this 
lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil 
and gas in paying quantities. Additionall y, Lessee may not draw and remove casing until after thiny (30) days written notice to the Commissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shal l become the owner o f any machinery, fixtures , or casing which are not timely removed by Lessee 
under the terms of this paragraph. 

21. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this 
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors 
and assigns. Howev:r, a chru.ge or dh'ision in cw;:e:-shi;:' of:.':e land. rer.:.cls, nr r'Jyallies will not enlarge the obligations of Lessee, diminish the rights, privileges 
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
division in ownership of the land, rentals, or royalties shal l bind Lessee for any purpose until thiny (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a 
certified copy of such original) when the ownership changed because of a convey!lnce· A total or partial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 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 Comm issioner of the General Land Office. this lease is void as of the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the assignee is: 

( I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil ; 
(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 riot limited loa guardian, trustee, executor, administrator. n:ceiver. or conseniator for the 
owner of the soil ; or 

. (?) a family member of the owner of the soil or n:lated to the owner of the soil by marriage, blood, or adoption. 
28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the soil 

and place o f record a n:lease or n:leases covering any ponion or ponions of the leased pn:mises, and then: by surrender this lease as to such ponion or portions, and be 
relieved of all subsequent obligations as to acreage surrendered. If any pal1 of this le)!Se is properly surrenden:d, the delay n:ntal due under this lease shall be n:duced 
by the proportion that the surrendcn:d acn:age bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will 
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acn:age. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or n:leased, such assignment or n:lease must be n:cordcd in 
the county when: the land is situated, and the recorded instrument, or a copy of the n:cordcd instrument certified by the County Clerk of the county in which the 
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fcc. If any such 
assignment is not so filed , the rights acquired under this lease shall be subject to forfeitun: at the option of the Commissione r of the General Land Office. 

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

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

32. FORFEITURE. If Lessee shall fail or n:fusc to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized 
agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or n:fuse to drill any offset well or wells in good 
fnith c.:; n:q:~ ired by !aw and :he o\llcs WIG rcgulalions at~opted uy the Commissioner of the G •• lcral Land Ofiice, or 1fLessee shoula fail to file repons m the manner 
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if 
Lessee should refuse the proper authority access to the records penaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give 
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly 
violate any o f the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a 
forfcitun:, and when forfeited the area shall again be subject to lease under the terms o f the Relinquishment AcL However, nothing here in shall be construed as 
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated before the rights o f another intervene upon satisfactory evidence to the Commissioner of the General Land Office of fu ture 
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33 . LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all o il 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 accrue to Lessee from the sale of such leased minerals, whether such 
proceeds arc held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of 
such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether expn:ss or implied. This lien and security inten:st may be 
foreclosed with or without court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner 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 arc 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 lease. Should the Commissioner at any time determine that 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 unitii e 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 o f 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 unitizing of the interest of the State under this lease pursuant to Texas Natural Resources 
Code 52.15 1-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satis fies the execution requin:mcnts stated in Texas Natural 
Re$O!!rc.es Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner o f the soil , their officers, employees, partners, agents, 
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other 
harm, including environmental harm, for which recovery of damages is sought. including, but not limited to, all losses and expenses which arc caused by the 
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or n:sulting from, the operations of or for Lessee on the leased pn:miscs 
hcn:under, 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. exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, 
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), 
costs and expenses. or other harm for which recovery of damages is soughL under any theory including tort, contract, or strict liability, including anomeys ' fees and 
other legal expenses. including those related to environmental hazards, on the leased ,>remises or in any way related to Lessee's fa ilure 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 omis~ ion 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 then:in. agrees to be liable for, exonerate, indemni fy, defend and hold harmless the State of 
Texas and the owner o f the soil. their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers. 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS 
AND\OR LIABILITIES ASSUMED UN DER THE TERMS OF TillS AGREEMENT SIIALL BE Wm·IOtiT LIMITS AND wmtOtiT REGARD TO 
THE CAUSE OR CA USES TIIEREOF (EXC LUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIG ENCE OF A Y PARTY 
OR PARTIES (INCL UDING TilE NEGLIGENCE OF THE INDE MNIFIED PARTY), WIIElliER SUCH NEGLIGENCE BE SOLE, JOfNT, 
CONCU RRENT , ACTIVE, O R PASSlVE. 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of 

• any environmental m'edium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medium 
in, on. or under. the leased premises, by any waste, pollutant. or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos 
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, h,azardous materials, hazardous substances (as the term " Hazardous 
Substance" is defined in the CQmprehensivct Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toxic 
substances under any federal , state, or local law or regulation ("Hazardous Materials"), except ordinary products commonly used in connection with oil and gas 
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HER.E!JND~~ :\~D !.ESS'::E SP...-'.!..!. !l'!DEMl'IIFY, HOLD HARMLESS AND 
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES. 
LIABILITIES, AND COSTS (INCLUDING REASONABLE A TIORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROHIBmON OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON. 
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MA TERlALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL WRITfEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON 
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICARLE LAW. This lea~e is isscec! t:n:!::r the prcv isio!"S of Texas Narura! Resources Code 52.171 through 52.190, commonly known as the 
Relinquishment Act. and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the statutes will 
prevail over any nonconforming lease provisions. 

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

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

DA TE: __ ....:J....:un.::.=e:........::8..J..,__:::l.=:.9..::..9..::..9 _ ____ _ 

BY:~~~~~~~~~~~~------~ 
lndiv ' ually and as agent for the State of Texas ...--.......... 

ROB~ Me~ SSN : ~ 
Date:~:J~ 

::A~~ 
Individuall y and as agent for the State of Texas 

Date: ?p ~ ;)._?J~ q 9 

"'· .......... 

STATE OF TEXAS 

BY:-:-:----:-:----:------:-----------------­
Individually and as agent for the State of T exas 

Date: _____ ___ ________ _ 

STATE OF TEXAS 

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

Date: - - --------- ------

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
....... 



, ., 

STATE OF_. __________________ __ (CORPORATION ACKNOW LEDGMENl) 

COUNTY Of __________________ ___ 

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

known to me to be the person whose name is subscribed to the foregoing instrument, as ------------------~of 

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

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

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

STATE OF ____________________ _ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF __________ __ 

BEFORE ME, the undersigned authority, on this day personally appeared _____ __________________ __ 

known to me to be the person whose oame is subscribetlto the ff'regoing instrumer.L !'.> ________ ·--- ----------

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

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

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

STATEOF ~ 
COUNTYOF.::s;u;~~ 

(INDMDUAL ACKNOWLEDGMENT) 

Before me, the undersigned authority, on this day personally appeared ___ BO..,....u..B.uRR'l'...u...._..._c~ ..... Mc.:..o.... .... CONNEI6.tl.:lU.ll.u.L.u.•I.L' -----------

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

(lNDIVIDUAL ACK.NOWLEDGMENI) 

COUNTY OF ____ _..REEVES_,.·......._.__"'-------------

Before me, the undersigned authority, on this day personally appeared___§_':!:'EVE:=.:...=-=.F-'.:.........:ARMS:.=.;;;..=c..;TRON;;.;:_;..:_...;G'------- -------

known to me to be the persons whose names are subscribed to the foregoing inS1rument, and acknowledged to me that they executed the same for the purposes and 
consideration therein expressed. 

JUDY LOVE 
MY COMMISSION EXPIRES 
September 23, 1999 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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HAL REVIEW SHm 

TrnactDI# 2972 R. Widmayer 

LBSSII': Armstrong, Fred P. and Ingrid U. Armstrong 

GBOOjst: 

l.8as8 Data: 11/24/98 II 

LBSS88: Steve F. Armstrong Acres: 619.668 

LfASE IISCRFTION 

Clulty BasoFI8No Part Soc. 1110. Twp SII'VOY 
REEVES 150911 SW/4 21 58 00 PUBLIC SCHOOL LAND 

REEVES 123357 SW/4 of NW/4 29 58 00 PUBLIC SCHOOL LAND 

REEVES 127706 S/2 of SW/4 30 58 00 PUBLIC SCHOOL LAND 

REEVES 148575 S/80 acres 36 58 00 PUBLIC SCHOOL LAND 

REEVES 85554 SE/4 Except N/11 0 41 58 00 PUBLIC SCHOOL LAND 

TIRMSOfftRED TIRMS RECOMr.DIID 

Prila'y llll'llt 5 years -, 
Prila'y T 11'111 5 years I 

BcnJs/ Acre: [__ $50.00 BcnJs/Acro L_ $50.00 

Rootal/ Acre: r- $1 .00 Roo tal/ Aero r $1.00 

Royity: 1/5 Royity 1/5 

Abst# 
5655 

3837 

3939 

5331 

1718 

COMPARISONS 

ME# Dato lll'lll lkml/ Ac. R111tal/ Ac. Royity llstD:o 
Last Loaso 

[ 
,.-­
l 

&011111011tJ: Gross acres 1 ,949.0. First & second year rental is $1 .00 and third & fourth year rental is $16.67. 
CONTINUED FROM PROPERTY INVENTORY: 07-105269=Except W/2 of NW/4, 07-105278=NE/4, 07-
1 05303=E/2, 07-11 0280=ALL 

Friday, April02, 1999 

~· ~0C(g19 

? )\A\lL 3 ~ ~~ 
~ ~ ,l.t,. ~ • .c "'if'z_ Z I 

-] 
_j 



RELINQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office 

TO: David Dewhurst, Commissioner 

Larry Soward, Chief Clerk 

Spencer Reid 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: 

County: 

Steve F. Armstrong 

REEVES 

Section: 21 Block: 58 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 1/5 

Consideration 

RecornmendedR/]6&. J ·..9.9 
Not Recommended: - ---
Comments: 

Lease Form 

Recommended: (Z;g/ tf')/'11 
I 

Not Recommended: ----
Comments: 

Bonus/Acre 

Rental/ Acre 

Date: 

David Dewhurst, Commissioner 

DATE: 02-Apr-99 

Base File #: 150911 

Abstract: 5655 

$50.00 

$1.00 

Spencer Reid 

Recommended: 
------

----
Not Recommended: - - --

Larry Soward, Chief Clerk Date: - - ----

Approved: ___ _ 

Not Approved: ___ _ 

David Dewhurst, Commissioner Date: ------
Approved: ___ _ 

Not Approved: _ __ _ 
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General Land Office 
· Rclinquis'l ll'.nt Act Lease Form 

R:-viscd, September 1997 

OlL AND GAS LEASE 

TII.IS AGREEMENT is made and entered into this24thday ofNovember 19_2_lL_, between the State ofTexas, acting by and through its . 
~en~------~F~RED~~p~·~ARMS~~T~RO~N~G~and~~IN~G~RI~D~U~·~ARMS~~TRO~~N~G~~~~-.~~~""-~~~~---------
_______________________________________ o.f P . 0 . Box 653 , Pecos , TX 79772 

------------------------------------------~~~----~~--~----------------------------------~id ~ent 
(Give Permanent Address) 

herein referred to as the owner of the soil (whether one or more), and STEVE F • ARi'1STRONG 

--~~------~~~~-------=~~~==~------------------------------------------------------------~0[ 
P.O. Box 695 . Pecos. TX 79772 

(Give Permanent Address) 
hereinafter called Lessee. 

L GRANTING CLAUSE.' For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and performed by 
Lessee under this lease, the State ofTex.as acting by and through the owner of the soil. hereby grants, leases and lets unto I....essee. for the sole and only purpose of 
prospecting and drilling for and producing oil and gas, laying pipe lines. building tanks., storing oil and building power stations, telephone lines and other structures 
thereon, to produce, ~ve, take care of, trea1 and transport said products of the lease, the following lands situa1ed in Reeves County, State 
ofTexas, to-wit: SW/ 4 of Section 21 , SW/ 4 of NW/ 4 of Section 29, S / 2 of SW/ 4 of Section 30 , 

S/80 Acres of Section 36 , SE/ 4 of Section 41 , Save and Except the North 
1 10 varas thereof as described in Deed recorded in Volume 135, Page 73 , 

Deed Records , Reeves County , Texas , All of Section 4 3 , Save and Except 

W/2 of NW/4 , NE/4 of Section 44 , E/ 2 of Section 45, All in Block 58 , 

Public School land Survey and All of Section 42 , Block 55 , 'lbwnship 5 , 

T&P RR Company Survey 

containing 194 9 • 0 acres, more or less. The bonus consideration paid for this lease is as follows: 

TotheStateofTexas: Fifteen Thousand Four Hundred Ninety-one and 70/100-----------
Dollars (S 1 5 , 491 70 ) 

Totheown~rofthe soil : Fifteen Thousand Four Hundred Ninety-one and 70/100---- - ------
Dollars(S 15 . 491.70 ) 

Total bonus consideration: Thirty Thousand Nine Hnndreil E j ghty-Tbree and 40/ l 00----------
Dollars(S 30,983 40 ) 

The total bonus consideration paid represents a bonus of Fifty and No/100------ -------------------------
-------------------------- Dollars (S 5 0 , 00 ) per acre, on 619 , 668 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of f i ve ( 5) years from this date 
(herein called 'primary term' ) and as long thereafter as oil and gas, or either of them. is produced in paying quantities from said land. 
As used in this lease, the term 'produced in paying quantities" means that the receipts from the sale or other authorized commercial use of Ute substance(s) covered 
exceed out of pocket operational expenses for the six months last pasL 

3. DELAY RENTALS. lf oil or gas in paying quantities is not bcing produced from the leased premises on the first anniversary date of this 
lease and there arc then no drilling operations being conducted on the leased premises, then this lease shall terminate unless, on or before such anniversary 
date, Lessee shall pay or tender, one-half ('!.) directly to the owner of the soil and alike amount to the COMMISSIONER OF THE GENERAL LAND 
OFFlCE OF THE STATE OF TEXAS, AT AUSTlN, TEXAS, a delay rental in the amount speci fied in the following schedule multiplied by the number of 
acres then covered by this lease, which payment or tender shall continue this lease in full force and effect for a period of one (1) additional year. (n like 
manner and upon payment or tender of the amounts set out in the following schedu le, this lease may be further co ntinued for successive one ( I ) year periods 
during the primary term. 

Annivusary Date 
First 
Second 
Third 
Fourth 

Delay Rental per Acre 
s 1.00 
s 1.00 
s 16.67 
s 16.67 

Notwithstanding the for~oing provisions of this paragraph, the amount of delay rental for purposes of payment of minimum royalty as provided for in 
paragraph S of this lease and for purposes of payment of shut-in royalties as provided for in paragraph 14 of this lease shall be deemed to be one doll ar (S l.OO) 
per acre. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks OHice 



• 4. PRODUcnON ROYALTIES. Upon production of o il 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 Land Office of the State of Texas, at Austin, Texas, and one-half (112) of such royalty to the owner of 
the soil: . 

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

one- fifth ( 1 /Sth) 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 to be determined by I) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or ot11er liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the 
geneiaJ arca'where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the 
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or 
other equipment at least as efficient, so that all liquid hydrocarl>ons 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 prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defllled 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 to gas processed in a plant for the extraction of 
gasoline, liquid hydrocarbons or other products) shall be one- f j ftb ( 1 /5th) 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 to be based on the highest market price paid or offered for gas of comparable quality in 
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the grcatet; provided that the maximum pressure base 
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base tc:mpefature shall be sixty (60) 
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the 
most approved method of testing being used by the industry at the time of testing. · 

(q PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be anp- fj fth ( J /5t h) part o f the residue gas and the l iquid hydrocarbons extracted or the market value thereof; at the option of the 
owner of the soil or the Commission~r of the General Land Office. All royalties due herein shall be based on one hundred percent (100"/o) of the total plant 
production ofrc:sidue gas attributable tQ gas produced from this lease, and on fi fty percent (SO%), or that percent accruing to Lessee, whichever is the greater, of the 
total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarl>ons are recovered from gas processed 
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (SO%) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third 
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas 
and on liquid hydrocarbons shall be determined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in t11e 
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 hydrocarl>ons), 
wnichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had t11e gas not 
lren processed. 

(D) OTHER rRO::>UCTS. Royalty on carbon b:ack, sulphur (lr any o:her products produced or manufactured from gas (excepting liquid hydrocarbons} 
whether said gas be "= inghead, • "dry, • or any other gas, by fractionating, burning or any other processing shall be one-fifth ( 1/Stb) part oftl1e 
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 to be detennined as follows: 1) on the basis of the highest marl::ct price of each product for the same month in which such product is produced, or 2) on the 
basis of tlle average gross sale price of each product for the same month in which such products arc produced; whichever is the greater. 

5. M INIMUM ROY ALTI. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalt ies 
paid under this lease in no event shall be less than an amount equal to the total BrUlual delay rental herein provided; otherwise, there shall be due and payable on or 
before the last day of the month succeeding tlle anniversary date of this lease a sum equal to the total 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 fo r the purposes of this paragraph. the delay rental amount shall be one 
dollar (S 1.00) per acre. 

6. ROY ALTI IN KIND. Notwithstanding any other provision in this lease, 81 any t ime or from time to time, the owner of the soil or the Commissioner 
oft11e General Land Office may, at the option of eitl1er, upon not less t11an sixty (60) days notice to the holder of the lease, require that the payment of any royalties 
accruing to such royalty owner under t11is lease be made in kind. llte owner of the soil's or the Commissioner oft11e General Land Office's right to take its royalty in 
kind shall not diminish or negate tlte owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whetl1er express or implied, 
under this lease. 

7 . NO DEDUcnONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of 
producing, gatltering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and ot11er products 
hereunder ready for sale or use. Lessee agrees to compute and pay royalties on t11e gross value received, including any reimbursements for severance taxes and 
production re lated costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent t11is lease's proponionate share of any fuel used to 
process gas produced hereunder in any processing planL Notwithstanding any ot11er provision of this lease, and subject to the written consent of the owner of the soil 
and.the Commissioner oft11e General Land Office, Lessee may recycle gas for gas lifi 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 owners to a royalty under this lease. 

9 . ROY ALTI PAYMENTS AND REPORTS. All royalties not taken in kind shal l be paid to the Commissioner of the General Land Office at Austin, 
Texas, in the following manner: 

Payment of royalty on production of oil and gas shall be as provided in tl1e rules set forth in t11e Texas Register. Rules currcntly provide that royalty on oil is due 
and must be received in t11e General Land Office on or before t11e St11 day of the second month succeeding tl1e mont11 of production, and royalty on gas is due and 
must be received in t11e General Land Office on or before t11e 15th day of the second month succeeding the montlt of production, accompanied by t11e affidavit of t11e 
owner, manager or otl1cr autl1orizcd agent.. completed in t11e form and manner prescribed by the General Land Office and showing the gross amount and disposition of 
all oil and gas produced and the market value oft11e o il and gas, together with a copy of all documents, records or reports confirm!p~ IH~H:P~#OC~isposition 

.. @~~ ~. copy of ;·1!r • Original filed in 
\ : Reeves County 

c " Clerks Office 



ana lnarket value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pi pelines, tanks, 
or poo~s and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and 
market val us:. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be 
a3companicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being 
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of5% on the royalty or 
S25.00, whichever is greater. A royalty payment which is over thirty (30) days late shal l accrue a penalty of I 0% of the royalty due or S25.00 whichever is greater. 
In addition to a penal ty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due date provided herean. Payment of Ule delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law 
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's port.ion of 
the royalty or to that portion of the royalty in dispute as to fair market value. 

I 0. (A) RESERVES, CONTRAcrs AND OTIIER RECORDS. Lessee shall annually furn ish the Commissioner of the General Land Office with 
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under 
which gas is sold or processed and all subsequent agreemerrts and amendments to such contracts within thirty (30) days after entering into or making such contracts, 
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said 
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and 
examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them. 

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

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

II . DRY HOLEICESSA TION OF PRODUCTION DURING PRJ MARY TERM. If. during the primary term hereof and prior to discovery and production 
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and a.ctual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of siXty (60) days from 
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next 
annual de lay rental in the same manner as provided in this lease. If, during the last year of the primary term or within siXty (60) days prior thereto, a dry hole be 
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations 
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this 
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of 
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto 
terminate . If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof. 

12. DRJLLING AND REWORKING AT EXPIRATION OF PRJ MARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworicing operations thereon, this lease shall remain in force so long as operations on said well or for 
drill ing or reworking of any additional well arc prosecuted in good faith and in woricmanlike manner without interruptions totaling more than sixty (60) days during 
any one such operation, and if they result in the production of oil and/or gas, so long thereafter as o il and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil or gas well royal ties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after 
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in wo rkmanlike manner without 
interruptions totaling more than siXty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not 
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease 
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanl ike manner without interruptions totaling more 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of productio n. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of oil and gas. If. 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 well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for la.ck of suitable 
production faci lities or lack of a suitable market, then Lessee may pay as a shut-in o il or gas royalty an amount equal to double the annual rental provided in the 
lease, but not less than S1,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease docs not se:cify a delay rental 
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (S 1.00) per acre. To ffcctivc, cpfi:!J\gi~{dJtijjQir(illgos royalty 
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must~ paid on or before: ( I ) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 day~ 
afte r Lessee completes a drilling or reworking operation in accordance with the lease provisions: whichever date is latesL Such payment shall be made onc-half( ln ) 
to the Commissioner of the General Land Office and onc-half(ln) to the owner of the soil. If the shut-in o il or gas royalty is paid, the lease shall be considered to be 

'lo. producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month 
following t11c month in which production ceased. and, after that, if no suitable production faci lities or suitable market fo r the oil or gas exists, Lessee may extend the 
lease for four more successive periods of one ( I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and 
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage is occurring, the nght to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing 
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half ( ln) to the Commissioner of the 
General Land Office and one-half ( ln) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is 
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset 
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. 

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate 
as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in 
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated fo r production purposes to a proration unit for each such producing well under the rules 
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective 
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that 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 purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of 
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph I hereof, together with easements and rights-of-way for existing 
roads, existing pipelines and other existing 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 mineral:; pri>duced from the retained lands. 

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further 
terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 16 (A) 
above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to onc-half(ln) of the bonus originally paid as 
consideration for this lease (as specified on page I hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said 
termination shall 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 
covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square 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 lease as provided herein, Lessee shal l execute and record a release or releases containing a satisfactory legal description of the acreage and/or 
depths not retained hereunder. The recorded release, or a certified copy of same, shal l be filed in the General Land Office, accompanied by the filing fee prescribed 
by the General Land Office rules in effect on the date the release is filed. If Lessee fai ls or refuses to execute and record such release or 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 written instrument the acreage and/or 
depths to be released hereunder and record such insuumcnt at Lessee's expense in the county or counties where the lease is located and in the official records of the 
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 lease shall relieve Lessee of his obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased premises shal l drill as many 
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being 
drained by production of oi l or gas, the Lessee. sublessee. receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or 
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing 
in commercial quantities and shal l prosecute such drill ing with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MNEURE. If, after a good fail11 effort, Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drill ing operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or 
any valid order, rule or regulation of government aut110rity, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the 
payment of delay rentals in order to maintain l11is lease in effect during the primary term in the absence of such drilling or reworking opcraLions or production of oi l 
or gas. 
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in 
payments owed on the leased !'remises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other liens 
on the leaseS premises. If Lessee makes payments on behal f of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the 
re'ntal and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. lftl1e owner of the soil owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him 
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the 
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental 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 statement which explains the 
discrepancy between the interest ptUportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land 
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production 
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production 
allocable to the undivided interest not leased an amount less than the value of one-sixteenth {1116) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary tenn, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52.154, or 
if, at any time after the expiration of the primary term or the extended tenn, this lease covers a lesser number of acres than the total amount described herein, 
payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the 
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease. 

21 . USE OF WATER. Lessee shall have the right to usc water produced on said land necessary for operations under this lease except water from wells or 
tanks of the owner of the soil ; provided, however, Lessee shall not usc potable water or water suitable for livestock or irrigation purposes for waterflood operations 
without the prior consent of the owner of the soil. 

22. AUlliORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, improvements, 
livestock and crops on said land. 

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

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

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shal l be prevented by the usc of containment facilities sufficient to prevent 
spillage, seepage or ground wl\ter conramination. In the event of jX'llution. Lessee shall usc all means at i!S disposz.! to recap:urc all escaped hydrocarlxlns or other 
pollutant and shall be responsi(?le for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said 
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original 
condition and contours as is practicable. Tanks and equipment will be lcept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by 
Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty ( 120) days after the expiration or the termination of this 
lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil 
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures , or casing which are not timely removed by Lessee 
under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of thi.s lease, the rights and estates of either party to this 
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors 
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges 
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a 
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of 
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due 
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 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 to the owner of the soil if the assignee is: 

( I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil : 
(5) a partner or employee in a partnership which is the owner of the soil ; 
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\OJ auuuc•ary 1or Ulc owner 01 UlC: sou; mc1uamg out not umu.ea to a guara1an, IJUStee, executor, aomm•stnuor, receiver. or conser\t<stor tor tl;;: 
owner of the soil ; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption . 

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

29. FILI'NG OF ASSIGNMENTS AND RELEASES. I fall or any part ofrh~ les1$e i~ a«i~netl nr r.-l,. 'l~cA , '!.!C!t ess!grn cnt or re!ease must be recorded in 
the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the county in which the 
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such 
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office. 

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized 
agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner 
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if 
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give 
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly 
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a 
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment 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 hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a flfSllien 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 beco:ne due under this l~a~e . By acceptance of Litis lease, Lessee grants t..'le 
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 accrue 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 improvements to the leased premises used in connection with the production or processing of 
such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
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 court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby 
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-<lescribed property or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine that 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 unitizing of the interest of the State under this lease pursuant to Texas Natural Resources 
Code 52.15 I -52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural 
Resources Code 52.152. · 

35. fNDEMNITY. 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 successors and assigns, of and from all and any actions and causes of action of every nature, or other 
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which 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 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, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, 
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), 
costs and expenses, or 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 way related to Lessee's failure to comply with any and all 
environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from 
Lessee's 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 Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of 
Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers. 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIO S 
AND\OR LLABILITIES ASSUMED UNDER TilE TERMS OF TillS AGREEMENT SHALL BE WffiiOUT LIMITS AND WmiOUT REGARD TO 
TilE CAUSE OR CAUSES TIIEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRJCf LLABILITY, OR TilE NEGLIGE CE OF ANY PARTY 
OR PARTIES (I CLUDING Til E NEGLIGE CE OF THE lNOEI\t !FlED PARTY), WHETHER SUCH NEGLIGE CE BE SOLE, JOlNT, 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of 
a,ny environmental medium, includi ng soi l, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medium 
in, -on, o r under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos 
containing materials, explosives, toxic materials, o r substances regulated as hazardous wasteS, hazardous materials, hazardous substances (as the term MHazardous 
Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, et seq.), or toxic 
substances under any federal, state, or local law or regulation ("Hazardous Materials"), except ordinary products commonly used in connection with oil and gas 
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF TilE FOREGOING PROHIBITION 
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS Af'!!} 
DEFEND TilE STATE OF TEXAS AND TilE OWNER OF H IE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, P ENALTIES, 
LIABILITIES, AND COSTS {INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF H I E FOREGOING PROHIBmON OR (II) HIE PRESENCE, RELEASE, OR DISPOSAL OF ANY II.AZ.ARDOUS MATERIALS O N, 
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOLL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER. OR ABOUT niE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE AcnONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTifER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREAOI OR SUSPECfED BREACH OF TIUS PARAGRAPH, UPON 
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVlNG A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHIOI MAY AFFECT THE LEASED PREMISES. HIE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE TilE EXPIRATION OR EARLI ER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

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

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

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

40. SEPARATE LEASES. During and after the primary terms of this lease, the separate tracts set out in paragraph I. hc:rein. which constitute all the acreage 
covered by this lease, for all purposes shall be treated as if they were separate leases identical in form to this lease, with each lease described covering one of the separate tracts set 
out in parngrnph I. 

STEVE F . ARMSTRONG 

~e;sE{,Jli; {h ~ 
TITLE: ______ _______d ____ __,.._)-_ 
DATE: February 17 , 1999 

STATE OF TEXAS STATE OF TEXAS 

BY: :J&d /J ~ 
Individually and as agent for the State of Tc .......-., 
F RED P . ARMSTRONG SSN : ~ 

Date: /,-} -:1- 9f 
STATE OF TEXAS 

BY: ~~.:,.~U . ~oLe. 
Individually and ~ent for the State of Texas (( 

INGRID U . ARMSTRONG 

Date: 12-3 -qr 
STATE OF TEXAS 

BY:·.,...-----,----::---:--:o----::-:=------­
lndividua.lly and as agent for the State of Texas 

Date: ______________ _ 

BY:-:-:--:-:----:---::--:--:::-----:=----­
lndividually and as agent for the State of Texas 

Date: ________________ _ 

STATE OF TEXAS 

BY: 
lndiVl-:-. d7u-a:;-Jly-an-:d:-as-ag_cn_t-:f<:-or-th7 c-S::-ta-t-c-o-:::fT=-c-x.as-----

Date: ________________ _ 

True and Correct 
copy of 

Ong1nal f1led in 
Reeves County 

ClerK., Otiice 



STATE OF __ ...;TEXAS=~~------ (INDIVIDUAL ACKNO'NLEDGMENl) . . 

C~UNTY07 ___ ~REEVES==~~---------

Before me, the undersigned authority, on this day personally appeared FRED P . ARMSTRONG and 
INGRID I I ARMSTRONG 

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

Given under my hand and seal of office this the __ ....;3:;.;r;;;..d=-___ day of December , 19__.9'-"8,__ __ _ 

JUDY LOVE 
MY COMMISSION EXPIRES 
September 23, 1999 

STATE OF __ -=TEXAS==-------

COUNTYOF ____ ~REEVES~;~~----------

2td71~1?~ 
No Public in and for:t,he State of Texas 

(INDIVIDUAL ACKNOWLEDGMENl) 

Before me, the undersigned authority, on this day personally appeared ___ ___:::S:..::TEVE=.=""""-F=-..,___,_ARMS.....,""""TRQ""""'...,.,N:c.G'-----------

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

JUDY LOVE 
MY COMMISSION EXPIRES 
September 23, 1999 

STATE OF ______________________ __ 

COUNTY OF ____________ ___ 

of Texas 

(INDMDUAL ACKNOWLEDGMENT) 

Before me, the undersigned authority, on this day personally appeared ______________________ _ 

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

Given under my hand and seal of office this the _______ day of ___________ ____ _, 19 _ ___ __ 

Notary Public in and for _____ ____ _ 

STATE OF ______________________ _ (INDIVlDUAL ACKNOWLEDGMENT) 

COUNTY OF _____________________ _ 

Before me, the undersigned authority, on this day personally appeared _______ _____ ___ ___ ____ _ 

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

Given under my hand and seal of office this the. _______ day of _______________ _, 19 _____ . 

Notary Public in and for ______ ___ _ 

True and Correct 
copy of 

Original f1led in 
Reeves County 

ClerK::;, v1i1ce 
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AcautsirloN cHEc.KING v 
COMMISSIONER OF THE GENERAL LAND OFFICE 2/23/99 

~.ARAOON #299:Lease Bonus 

•••• • • • •• • 
•••• . . . 
•• • 
• 

• • 

Payment in full of 1/2 lease bonus consideration due 
the State ofTexas for Oil & Gas Lease dated 11/24/98 
from the State of Texas by Agent Fred P. Armstrong & Ingrid 
U. Armstrong, Lessor, in favor of, Steve F. Armstrong, Lessee, 
covering the SW/4 of Section 2 1, SW/4 NW/4 of Section 29, 
S/2 SW/4 of Section 30, S/80 acres of Section 36, SE/4 
of Section 41 , Save & Except the North II 0 Varas thereof 
as described in Deed recorded in Volume \35, Page 73, Deed 
Records. Reeves County, Texas, All of Section 43, Save & 
Except W/2 NW/4, NE/4 of Section 44, E/2 of Section 45, 
All in Block 58, PSL Survey and All of Section 42, Bloc · 
Township 5, T&P RR Co. Survey, Containing 1,949 
ofland located in Reeves County, Texas . 

tM~ng Lease Bonus Consideration 

TITN-J RESOURCES, L.P. 
ACcu.LJ~lTION CHECKING 
• •.! COMMISSIONER OF THE GENERAL LAND OFFICE 2/23/99 

PARAGON #299:Lease Bonus 

-, ." I j ., .. 

Payment in full of 112 lease bonus consideration due 
the State of Texas for Oil & Gas Lease dated I I /24/98 
from the State ofTexas by Agent Fred P. Armstrong & Ingrid 
U. Ann strong. Lessor, in favor of, Steve F. Armstrong, Lessee, 
covering the SW/4 of Section 21 , SW/4 NW/4 of Section 29, 
S/2 SW/4 of Section 30, S/80 acres of Section 36, SE/4 
of Section 41 , Save & Except the North 110 Varas thereof 
as described in Deed recorded in Volume 135, Page 73, Deed 
Records, Reeves County, Texas, All of Section 43, Save & 

. - Except W/2 NW/4, NE/4 of Section 44, E/2 of Section 45, 
· All in Block 58, PSL Survey and All of Section 42, Block 55, 

,.. Township 5, T&P RR Co. Survey, Containing 1,949 acres 
' ofland located in Reeves County, Texas . 

Checking Lease Bonus Consideration 

003090 
15,491.70 

99036979 ' 

15,491.70 

003090 
x.\ 5,491.70 

15,491.70 
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(') ,· 
tJ . . ' 
J Gcncral Land Office 

i~elioquisbmot Act Lease Form 
Revised, Scptcmbu 1997 

OIL AND GAS LEASE 

TinS AGREEMENT is made and entered into this 7th day of May 
~en~----~HENRY~~~Mc~DONNELL~~~~~JR~·~--------------~----~~~~--~----~--~~--~------------
----~~~=vc=~TW~~~~------------~of ______ A1~6~0_Wynn~~~H~auv~en~~Bea~c~h~Eoa~~du, ____ ~~----

19.J!.L, between the State ofTexas, acting by and through its 

----~Marv~!:..t..-'E""s,..th=er=-L.' --'FL"-=---'3=2=-5~6~9----------=:----=----~:-:-:---:-----------------------------·said agent 
(Give Permanent Address) 

herein referred to as the owner of the soil (whether one or more), and STEVE F . ARMSTRONG 
----~~~~~--~~~~~--~~--~~~----------------------------------------------------------~of P.O. Box 695 , Pecos . TX 79772 

(Give Permanent Address) 
hereinafter called Lessee. 

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

EM/ 4 of Section 21 , Block 58 , 
Public School I.arrl Survey 

containin.._g __ __.1 ..... 6 ... 0.~.... • ..:0..,_ ___ acres, more or less. The bonus consideration paid for this lease is as follows: 

TotheStateofTexas: One Hundred Sixty- Six and 67/100------------------------------
Dollars (S_ 166 .67 ) 

To the owner of the soil: One Hundred Sixty-Six and 67/100------------------------------
Dollars (S 1 66 . 67 ) 

Total bonus consideration: Three Hurrlred Tbirt.y-Tbree and 34/100------------------------
Dollars (S 333 . 34 ) 

The total bonus consideration paid represents a bonus of Fifty and No/100--------------------------
-------------------------Dollars (S 50 . 00 ) per acre, on 6 , 6667 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of five ( 5) yenrs from this date 
(herein called "primary term") and as long thereafter as oil and gas, or either of them. is produced in paying quantities from said land. 
As used in this lease, the term "produced in paying quantities" mearts that the receipts from the sale or other authorized commercial use of the substance(s) covered 
exceed out of pocket operational expenses for the six months last past. 

3. DELAY RENfALS. If no well is commenced on the leased premises on or before one ( I) year from this date, this lease shall terminate, unless 
on or before such anniv.:osa."}' date Lessee ~hall pay o; tender w th:: 0 ' cr of the soil or tc hi!: cr:dit in 'J 
the ;VA -1£f)£.1'vtJL C. ./c01T tifNJti;'V i.'lt-uvt ·#-;).5'6·tJN-'i1'1- i tT-# / 1+tJ·(C.,.<ri -(Ja ~ Bank, 
at /.UV -, ";(.;. i/ . I - /J 01) or its successors (which shall continue as the depository regardless of changes in the ownership of 
said land), the amount pecified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF 
TEXAS, AT AUSTIN, TEXAS, alike sum on or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring 
the commencement of a well for one (I) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil: Three and 34/ 100-----------------------------------------------
Dollars (S.~..L&....L.::J;....,.,.. ___ .....,......,....,...,.,... ___________ ...J ' 

To the State ofTexas:-::;-7Tb..u...u.r...s:ee=._,a:l..ndL.II..J'--3.t.::4r.,./~l.~..OUJ..<O~-;.;;:-:.;:-:.;:-=..:-::.-=--=-.=-;.;;:-:.:-=..=-::.-::.-::::::-c=-:;::-:.:-:.:-=..:-==-c=-:;.::-:.:-=..:-=..:-=-=-:::-:;.::-::-=.:-=-=-==-==-=-=-====­
Dollars {S 

Total Rentai:"""':'::--7'"'-:=:: .... S'-'ix"""--'a...,nd...,........,6lo!8~/_.l ..... O ... OL.---- -----------------------------:------------------.:...-.:...-_-_-.:...-_-....;-_-_-.:...-_-;.:..;::.-..::.::.=--=-:.:-:.:-::..:-=-
Dollars (S._.~ .......... - - ---------- -----J 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one ( I) year each,Puring 
the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of this lease, and may be 
delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease to exis~ suspend business, liquidate, fail or 
be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be held in default for fai iW"C to make such payments or tenders of 
rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument naming another bank as ~ent to receive such payments 
or tenders. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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·4 . ' PRODUcnON 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 Land Office of the State of Texas, at Austin. Texas, and one-half (112) of such royalty to the owner of 
the soil: 

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

3/l6tbs 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 to be detennined by I) the highest posted price, plus premium. if any, offered or paid for oil, condensate, distillate, or other liquill 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the 
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the 
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or 
other equipment 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 prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined 
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of 
gasoline, liquid hydrocarbons or other products) shall be 3/l6ths part of the gross production or the market value thereat: lat the option of the 
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in 
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base 
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperarure shall be sixty (60) 
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the 
most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons 
shall be 3/16ths part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (I 00%) of the total plant 
production of residue gas anribuU!ble to gas produced from this lease, and on fifty percent (SO%), or that percent accruing to Lessee, whichever is the greater, of the 
total plant production ofliquid hydrocarbons attribuU!ble to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed 
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percenU!ge applicable to liquid hydrocarbons shall be fifty percent (SO%) or 
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third 
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas 
and on liquid hydrocarbons shall be determined by l) 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 hydrocarbons), 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not 
been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) 
whether said gas be "casinghead.," "dry," or any other gas, by fractionating, burning or any other processing shall be 3/ l6ths part 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 to be determined as follows: I) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the 
basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater. 

S. MINIMUM ROYAL TV. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties 
paid under 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 
before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the 
preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one 
dollar (S 1.00) per acre. 

6. ROYAL TV IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner 
of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties 
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its royalty in 
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied, 
under this lease. 

7. NO DEDUcnONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for 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 use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and 
production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to 
process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner of the soil 
and the Commissioner of the General Land Office. Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing 
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas 
un til it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease. 

9 ROYAL TV PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office atAustin, 
Texas, in the following manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently 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 succeeding the month of production. and royalty on gas is due and 
must be received in the General Land Office on or before the I 5th day of the second month succeeding the month of production, accompanied by the affidavit of 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 and the market value of the oil and gas. together with a copy of all documents, records or reports confirming the gross production. disposition 



True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



and marlcet value including gas meter readings, pipeline receipts, gas line receipts and other chcclcs or memoranda of amount produced and put into pipelines, tanks, 
· • or pools and gas lines or gas storage. and any other reports or records which the General Land Office may require to verify the gross production, disposition and 

marlcet value. In all cases the authority of a 11UU18gcr or agent to act for the Lcsscc herein must be filed in the General Land Office. Each royalty payment shall be 
accompanied by a-check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being 
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of5% on the royalty or 
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of I 00/o of the royalty due or $25.00 whichever is greater. 
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. 
A!!id!\'i~ ~.::d ~l!~;YJ!!i~g d(!!:~~~!! ~~~l-:h e..re not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
effective on the date when the affidavits or supporting documents were due. The Lcsscc shall bear all responsibility for paying or causing royalties to be paid as 
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law 
nor act to postpOne the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's ponion of 
the royalty or to that ponion of the royalty in dispute as to fair market value. 

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

(B) PERMITS, DR.ll..LING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner offhe General 
Land Office by Lessee or operator five (S) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to the General Land Office shall include copies of Railroad Commission forms for appiication to drill. Cojlies of well t..:sts, completion reports and 
plugging reports shall be supplied to the General Land Office at the time they arc filed with the Tex.as Railroad Commission. All applications, permits, reports or 
other filings that reference this lease or any specific well on the leased premises and that arc submitted to the Texas Railroad Commission or any other governmental 
agency shall include the word "State" in the title. Additionally, 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 word "State. • Lessee shall supply the General Land Office with 
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above~escribed premises, which may be 
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the 
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of 
the log of each survey on each well to the General Land Office within ftft.ecn (I 5) days after the making of said survey. 

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

I I . DRY HOLEICESSA TION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to d iscovery 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 the d iscovery and actual production of oil or 
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from 
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next 
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be 
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect w ithout further operations 
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this 
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of 
production under Paragraph 13. Should the fii'St 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 hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto 
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in 
accordance with the shut-in provisions hereof. 

12. DRILLING AND REWOR.iaNG AT CXPiRATION OF PRIMARY TERM. if, at the expii'81.ion v!'the primary term, neiti1eroil nor gas is l>cing 
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for 
drilling or reworking of any additional well arc prosecuted in good faith and in worlcrnanlike manner without interruptions totaling more than sixty (60) days during 
any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, o r 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DR.ll..LING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after 
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworlcing operations within sixty (60) days 
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in worlcrnanlike manner without 
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and 
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory 
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not 
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease 
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. • 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having 
jurisdiction over the production of 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 well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable 
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the 
lease, but not less than S I ,200 a year for each well capable of producing o il or gas in paying quantities. If Paragraph 3 of this lease does not specify a delay rental 
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, each initial shut-in oil or gas royalty 
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must be paid on or before: (I) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days 
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half(l/2) 
to the Commissioner of the General Land Office and one-half(l/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be 
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term. or from the first day of the month 
following the month in which production ceased, and, after that, if no suitable production facilities or suitable marlcet for the oil or gas exists, Lessee may extend the 
lease for four more successive periods of one (I) year by paying the same amount each year on or before the expiration of each shut-in year. 

IS. COMPENSATORY ROYAL TIES. If, during the period the lease is l::ept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and 
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any 
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective 
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory 
royalty at the royalty rate provided in the lease of the marlcet value of production from the well causing the drainage or which is completed in the same producing 
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half(l/2) to the Commissioner of 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 or gas is 
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount-equal to the 
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in 
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset 
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has 
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be 
reasonably r.c.cess;'.l)' for the prc.per d .• elupmenl of the leas.:d premises and in marketing the production thereon. 

(A) VERTICAL. ln the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate 
as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well 
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in 
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.15 1-
52. 153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules 
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective 
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is 
'.hereafter 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 
,Jroduction purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of 
mgress to and egress from the lands still subject to this lease for all purposes described in Paragraph I hereof, together with easements and rights-<Jf-way for existing 
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph I hereof("the retained lands"), for access to and from the 
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

{B) IIORiZOtiTld:. In the cwent this lease iJ iaa foaoc wsd eff\eet tno (2) )Cal'S aftc:• Hae expiration dote of the pailrtili) or extended tt!iiil it slaull fardtti 
temtinale 11111111 alllleJltM heleu 199 f:eet heleu ~e leta! depth Milled (hereinafter "deeper dep!M") in each Mllleeated 011 ae1ear;e retained ia Pmll£>•aph 16 (A) 
abe we, ttnless 011 or hof:ero tone (2)) ears after ~e prim&r) Ot extcaded tcnnl::e33ee pa)S WI waottat eqba:lte cue ha:lf (11'2) of !lie boa as mir;iaa:llj paid II! 
w •uidenltiea f¢r tl1i3 le1111e (1111 specified en pii£>e I hereof). lf3Helt waebnt i3 paid, ~i' le1111e 3hall he in f¢ree wtd cffl:et1111 to 3belt deepe• dcptlt3, wtd 3ai!l 
e11ninatien shall he deht)ell fer MllllllitieAal J!eriell eftwe (il) yelll'!lllflllselell~ ~ernfter ll!l ail er gll!i i9 JlFBIIIteell i11 Jlll)'ill~ ljltllfltitie91f8ift 911eh lleel'er llel'~' 
::u • cr cd bj this lease. 

(C) !DENT! FICA TION AND FILING. 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 lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or 
depths not retained hereunder. The recorded release, or a cenified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed 
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) 
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or 
dept!1s to be rclc:!.S<!d nere~'!der .; . .J !e<'Oru sl.!c!J in::trum::OJt s t Lc~s:e's e::pe;t;;c in t.'lc COWlty or countio whe:-c the lc~ is located and in the officiai records of the 
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 lease shall relieve Lessee of his obligation to protect 
the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased premises shall drill as many 
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In 
addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being 
drained by production of 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 
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 statutory offset obligation may subject this lease and the owner of the 
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from 
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, stril::es, acts of God, or 
any valid order, rule or regulation o f govemment authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee 
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from 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 reworking operations or production of oil 
or gas. 
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19 . . WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in 
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taXes o r other liens 

·o n the leased premises. If Lessee makes payments on behalf of the owner o f the soil under this paragraph, Lessee may recover the cost of these payments from the 
rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him 
in the proportion which his interest bears to the entire undivided surface estate and the royalt ies and rental herein provided to be paid to the Commissioner of the 
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner o f 
the General Land Office. Lessee or his authorized representative must submit to the Commissioner of the General Land Office a wrinen statement which explains the 
d iscrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land 
Office shall be paid the value of the whole production al locable to any undivided interest not covered by a lease, less the proportionate development and production 
cost allocable to such undivided interest However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production 
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/ 16) o f such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.15 1-52.154, or 
if, at any time after the expiration o f the primary term or the extended term, th is lease covers a lesser number of acres than the total amount described herein, 
payments that arc made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that 
payments det.ermined on a per acre basis under the terms of this lease durin g the primary term shal l be calculated based upon the number of acres outside the 
boundaries of a pooled unit, or, if after the expiration of the primary term. the number of acres actually retained and covered by this lease. 

2 1. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water from wells or 
tanks of the owner of the soil ; provided, however, Lessee shall not use potable water or water suitable fo r livestock or irrigation purposes for waterflood operations 
without the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, improvements, 
livestock and crops on said land. 

23. PIPEUNE DEPTH. When requested by the owner of the soil, Lessee shal l bury its pipelines below plow depth. 

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

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the 
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of conta.inment facili ties sufficient to prevent 
spillage, seepage or ground water contamination. In the event of pollution. Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank baneries so as to protect livestock against loss, damage or injury; and upon completion o r abandonment of any well or wells, Lessee shall fill and level all 
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said 
premises free of all rubbish, cans, bonles, paper cups or garbage, and upon completion of operations shall restore the surface 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 limitations in this paragraph. Lessee shall have the right to remove machinery and fixtures placed 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 termination of this 
lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil 
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days wrinen notice to the Commissioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures , or casing which are not timely removed by Lessee 
under the terms o f this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this 
tease may be assigned, in whole or in part, and the provisions of this lease shal l extend to and be binding upon the ir heirs, devisees, legal representatives, successors 
and assigns. However, a change o r division in ownership of the lanrl, rentals, or royalties will !lOt enlarge the obligations of Lessee, diminish the rights, pdvi!eges 
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or 
divis ion in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until th irty (30) days after the owner of the soil (or his heirs, devisees, legal 
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a 
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest 
assigned, rel ieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and 
option to pay rentals shall be apportioned as between the seve.ral owners ratably, according to the area of each, and fai lure 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 tendered; however, if the assignor or assignee does not file a 
certified copy of such assignment in the General Land Office befo re the next rental 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 State by the o riginal lessee or any 
prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of 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 fo rfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the assignee is: " 

( I) a nominee of the owner of the soil ; 
(2) a corporation o r subsidiary in which the owner of the soi l is a principal swckholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the 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 the soil: 
(5) a partner or employee in a partnership which is the owner of thc 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 conservator for the 

• • owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

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

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

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized 
agent should know:ngly m:L'<~ s.r.y fal·;c. return or ["lse re;>ort cc;ocerni'lg production or dri:ling, or ifLe~see ~hali f:jl vt n:fu$e to drill an; ofTs~: well o• wells in good 
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office. or if Lessee should fail to file reports in the manner 
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if 
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give 
correct information to the proper authority, or knowingly fail or refuse to fum ish the General Land Office a correct log of any well, or if Lessee shal l knowingly 
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights 
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a 
forfeiture , and when forfeited the area shall again be subject to lease under the terms of the Relinquishment AcL However, nothing herein shall be construed as 
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this 
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future 
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136. the State shall have a first lien upon all oil and gas produced from the area covered 
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this le.ase, 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 accrue 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 improvements to the leased premises used in connection with the production or processing of 
such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or 
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 court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, artach 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 above-described property or from Lessee's acquisition of 
this lease. Should the Commissioner at any time determine that 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 unitizing of the interest of the State under this lease pursuant to Texas Natural Resources 
Code 52.1 ~ 1·52.153. Tht: own.·• oft~!~ ~it ~es ll>'lt ti-e inci!.ISion of this !'revision in this lease satisfies L'te exec· tio:t requi-ements staled in Texas Na01ral 
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 successors and assigns, of and from all and any actions and causes of action of every nature, or other 
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which 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 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, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, 
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), 
costs and expenses. or other hann 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 way related to Lessee's failure to comply with any and all 
environmental laws: those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those arising from 
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement or any other act or om is~ ion of Lessee. its directors, officers, employees, partners, agents, contractors. subcontractors, guests, invitees, and their

4
respective 

successors and assigns. Each assignee of this Agreement, or an interest therein. agrees to be liable for, exonerate, indemnify, defend and hold hannless the State of 
Texas and the owner of the soil , their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers, 
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HERElN, ALL OF THE lNDEMNITY OBLIGATIO S 
AND\OR LlABILITIES ASSUMED UNDER TilE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WmiOlff REGARD TO 
TilE CAUSE OR CAUSES HIEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRicr LlABILITY, OR THE NEGLIGE CE OF ANY PARTY 
OR PARTI ES (INCLUDING HIE EGLIGENCE OF TilE lNDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, 
CONCURRENT, AcriVE, OR PASSIVE. 
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36. ENviRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of 
' (Illy environmental medium, including soil. surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medium 

in, on. or under. the leased premises. by any waste, pollutant. or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos 
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term " Hazardous 
Substance" is defined in the Comprehertsive Environmental Resportse, Compertsation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, et seq.), or toxic 
substances under any fede.ral, state, or local law or regulation ("Hazardous Materials"), except ordinary products commonly used in connection with o il and gas 
exploration and development operations and stOred in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROIIIBITIO 
SHALL CONSTJTl iTF A MATERL4.L BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS A D 
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, J UDGMENTS. PENALTIES. 
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND CO URT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF THE FOREGOING PROHIBITION OR (I I) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MA TERlALS ON. 
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR COI'ITROL OF THE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUNDWATER CONTAMINATION AND DAMAGE CAUSED BY THE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE Of ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPO 
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE TilE EXPIRATION OR EARLIER T ERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued unc!-.:r th~ provisions ofTexas Natural Resources Code 52.171 through 52.190, commonly known as the 
Relinquishment Act. and other applicable statutes and amendments thereto. and if any provision in this lease does not conform to these statutes. the statutes will 
prevail over any nonconforming lease provisiorts. 

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

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County 
Clerk in any county in which all or any part of the leased premises is located, and cenified copies thereof must be filed in the General Land Office. This lease is not 
effective until a ceni fied copy of this lease (which is made and cen ilied by the County Clerk from his records) is filed in the General Land Office in accordance with 
Texas Natural Resources Code 52. 183 . Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or prom1sed 
for execution of this lease. The bonus due the State and the prescribed fil ing fee shall accompany such cenilied copy to the General Land Office. 

DA TE: _ _,.Ma~y:..-...=1~7.J.,---=!olL.99.!...9'-------

STATE OF TEXAS 

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

Date: _____ ___________ _ 

STATE OF TEXAS 

BY:....,.....,___,..,---:----:---:-----:-----­
Individual ly and as agent for the State of Texas 

Date: ____________ ____ _ 

STATE OF TEXAS 

BY :-:-7---::---:----:----:--::---:::::-----­
lndividually and as agent for the State o fTexas 

Date: ________________ _ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks OfficP 



STA"'f'E OF (CORPORATION ACKNOWLEDGMENl) .. 
·FOUNTYOF __________________ ___ 

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

known to me to be the person whose name is subscribed to the foiegoing instrument. as ___________________ .of 

-::-------:---:-:----------------------:-:---:---:--:-:--·and aclcnov:ledgcd ~ r:1: t!::-.~ he t;..tct.i"J the ~ue 
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. 

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

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

STATE OF ____________________ _ (CORPORATION ACKNOWLEDGMENl) 

COUNTY OF _________________ ___ 

BEFORE ME. the undersigned authority, on this day personally appeared. _____ ____________ _ ____ _ 

lcnown to me to~ the ~o:r.:: whose na:ne is subs; ribed to the foregoing instrumer.t, as of 

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

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

STATEOF __ _;FLO~~RI~DA~----------­

COUNTY OF _ ___,O=KALC6==""'SA=-- - - -

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

(INDfVIDUAL ACKNOWLEDGMENl) 

Before me, the undersigned authority, on this day personally appeared. ___ __;HENRY===--'Mc:.=:::OONNELL===:::..t.'_.:::JR:=.:,;•:__ _______ _ 

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

Given under my hand and seal of office this the • ,-;_ +~ day of M~ 19 99 

•. ·::;f.~'f~···.. PATRICIA A. FARLEY ~~ Q ;=:::: jj_. ~tbL~· 
P!~~~ MY COMMISSION I CC 575882 ( ~ 4L-- - --~ 
~~:. .;f EXPIRES: August 11• 2000 I ~ ,1 Notary Public in and for the State of Florida 
··~ii• ,.'1-··· Booded Thru Hotaty Public Underwritel'l \LJ•\\ 

""" .~) 

STATE OF ___ TEXAS ...... ...._.""-------·---- {INDIV!'OUAL ACKNOWLEDG!vU:1'H) 

COUNTY OF ___ ..:.REE.VES====------------

Before me, the undersigned authority, on this day personally appcared ___ _,S"'-TEVE=·...,.."-'F"-.:... _ARMS:o..=::o..:::""TOONG=.:==----------

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

JUDY LOVE 
MY COMMISSION EXPIRES 
September 23, 1999 

of Texas 

True and Correct 
copy of . 

Original filed 1n 
Reeves County 

Clerks Office 
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TrrAN REsoURcES. L.P. 

June 14, 1999 

Mr. Drew Reid 
Texas General Land Office 
Stephen F. Austin Building 
I 700 North Congress A venue 
Austin, Texas 7870 I 

Re: Relinquishment Act Oil & Gas Lease 
covering land in Reeves County, Texas 
Titan I .ease No TX299-389-308-006-00 
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. Certi ficd Copy of Oil and Gas Lease dated October 6, 1998 between the State of Texas, acting by 
and through its Agent, Julia Elizabeth McDonnell , referred to as owner of the soil, and tcve F. 
Armstrong, Lessee, covering the SW /4 of Section 21, Block 58, PSL Survey. Reeves County, Texas. 

2. Titan Resources, L.P. Check Number 3227 made payable to the order of Commissioner of the 
General Land Office of the State of Texas in the amount of $166.67 representing payment in full of 
the bonus consideration due the State of Texas for the above lease. 

3. Titan Resources, L.P. Check umber 3230 made payable to the Commissioner ol'the Genera l Land 
Office of the State of Texas in the amount of $25.00 to cover the required filing fees in this 
connection. 

4. Copy of approval of the terms for the above tract by letter dated October 6, 1998, accepted by the 
Genera l Land Office on ovember 3, 1998. 

Once the above lease has been approved and fi led, please advise the undersigned of the assigned Mineral 
File Number. If additional information is required, please do not hesita te to contact the undersigned. Thank 
you for your continued cooperation and courtesy in th is matter. 

WJB/dss 
Enclosures 

Yours very truly, 

500 W. Texas • Suite 200 • Midland , Texas 79701 • Fax: (915) 687-0192 • Office : (915) 498-8600 





I TrrAN REsoURcES. L.P. 

June 14, 1999 

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

Re: Relinquishment Act Oil & Gas Lease 
covering land in Reeves County, Texas 
Titan Lease No. D\299-389-308-005-00 
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 7, 1999 between the State ofTexas, acting by and 
through its Agent, Henry McDonnell, Jr .. refe1Ted to as owner of the soil, and teve F. Armstrong, 
Lessee, covering the W/4 of Section 21 , Block 58, PSL Survey, Reeves County, Texas. 

2. Titan Resources, L. P. heck Number 3226 made payable to the order of Commissioner of the 
General Land Office of the Stale of Texas in the amount of $166.67 representing payment in full of 
the bonus consideration due the State ofTexas for the above lease. 

3. Titan Resources, L.P. heck Number 3229 made payable to the Commissioner of the General Land 
Office of the State of Texas in the amount of 25.00 to cover the required filing fees in thi s 
connection. 

4. Copy of approval of the terms for the above tract by letter dated October 6. 1998, accepted by the 
General Land Office on ovember 3. 1998. 

Once the above lease has been approved and filed, please advise the undersigned of the a signed Mineral 
File umber. If additional information is required, please do not hesitate to contact the undersigned. Thank 
you for your continued cooperation and courtesy in this matter. 

WJB/dss 
Enclosures 

500 W. Texas • Suite 200 • Midland , Texas 79701 • Fax : (915) 687-0192 • Office: (915) 498-8600 





I TrrAN REsoURcES. L.P. 

June 14, 1999 

Mr. Drew Reid 
Texas General Land O ffice 
Stephen F. Austin Bu ilding 
I 700 orth Congress A venue 
Austin, Texas 7870 I 

Re: Relinquishment Act Oil & Gas Lease 
covering land in Reeves County, Texas 
Titan Lease No TX?99-389-308-007-00 
Paragon Prospect 

Dear Mr. Reid: 

VIA FEDERAL EXPRESS 

With reference to the fol lowing described O il and Gas Lease covering land in Reeves County, Texas, 
enc losed herew ith please find the fo llowing: 

I. Certified Copy of Oi I and Gas Lease dated October 6, 1998 between the State of Texas, acting by 
and through its Agent, Robert C. McDonnel l, referred to as owner of the soi l, and Steve F. 
Armstrong, Lessee, covering the SW/4 of Section 2 1, Block 58, PSL Survey, Reeves County, Texas. 

2. Titan Resources, L.P. Check umber 3228 made payable to the order of Commi ssioner of the 
General Land Office of the State ofTexas in the amount of$ 166.67 representing payment in full of 
the bonus considera tion due the State of Texas for the above lease. 

3. T itan Resources, L.P. Check Number 323 1 made payable to the Commissioner of the Genera l Land 
O ffice of the State of Texas in the amount of $25.00 to cover the required fil ing fees in thi s 
connection . 

4 . Copy o f approva l o f the above lease by letter dated October 6, 1998, accepted by the Genera l Land 
Offi ce on ovember 3, 1998. 

Once the above lease has been approved and fi led, please advise the undersigned of the assigned Minera l 
File umber. [[ additional in formation is required, please do not hesitate to contact the undersigned. Thank 
you for your contin ued cooperation and courtesy in thi s matter. 

WJB/dss 
Enclosures 

Yours very tru ly, 

500 W. Texas • Sui te 200 • Midland , Texas 79701 • Fax: (915) 687-0 192 • Office: (915) 498-8600 
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ACQUISITION CHECKING 
CCt • .;MISSIONER OF THE GENERAL LAND OFFICE 6114/99 

PARAGON #299:Lease Bonus Payment in full of 112 lease bonus consideration due the 
State of Texas for execution of Oil & Gas Lease dated 5n l99 
from the State of Texas by Agent. Henry McDonnell. Jr., 
Lessor. in favor of. Steve F. Armstrong. Lessee. covering 
the SW 14 of Section 21 , Block 58, PSL Survey, 
Reeves County. Texas. 
Titan Lease Number TX299-389-308-005-00 

17C 

Checking Lease Bonus Consideration 

TITAN RESOURCES, L.P. 
ACQUISITION CHECKING 

COMMISSIONER OF TI IE GENERAL LAND OFFICE 6114199 
PARAGON #299:Lease Bonus Payment in full of l/2 lease bonus consideration due the 

State of Texas for execution of Oil & Gas Lease dated 5nl99 
from the State of Texas by Agent. Henry McDonnell, Jr., 
Lessor. in favor of. Steve F. Armstrong. Lessee, covering 
the SW/4 of Section 21, Block 58, PSL Survey, 
Reeves County, Texas. 
Titan Lease Number TX299-389-308-005-00 

Checking Lease Bonus Consideration 

166.67 

003226 
166.67 

166.67 



ACOUIS1 CKING 

- rsSIONER OF THE GENERAL LAND OFFICE 6114199 

PJ\lt"JtOO r:::r1h99:Lcase Bonu s Payment in fu ll of 1/2 lease bonus consideration due the 
State ofTexas for execution of Oil & Gas Lease dated 10/6/98 
from the State ofTexas by Agent, Julia Elizabeth McDonnell, 
Lessor, in favor of. Steve F. Armstrong, Lessee, covering 
the SW/4 of Section 21 , Block 58, PSL Survey, 
Reeves County. Texas. 
Titan Lease Number TX299-389-308-006-00 

\1 0 

Checking Lease Bonus Consideration 

TITAN RESOURCES, L.P. 
ACQUISITION CHECKING 

COMMISSIONER OF THE GENERAL LAND OFFICE 6114199 

PARAGON #299:Lease Bonus Payment in fu ll of 1/2 lease bonus consideration due the 
State of Texas fo r execution of Oil & Gas Lease dated I 0/6/98 
from the State ofTexas by Agent, Julia Elizabeth McDonnell. 
Lessor. in favor of, Steve F. Armstrong, Lessee, covering 
the SW/4 of Section 2 1, Block 58, PSL Survey, 
Reeves County. Texas. 
Titan Lease Number TX299-389-308-006-00 

. ~d-'J)q tl 
Checking Lease Bonus Consideration 

166.67 

003227 
166.67 

.... 

.... 
~-

(._ 166.67 

. . . 



ACQUISITION CHEC.KING 
COMMISSIONER OF THE GENERAL LAND OFFICE 6114199 

PA!AGON'Ii299:Lcase Bonus Payment in full of 1/2 lease bonus consideration due the 

Checking 

TITAN RESOURCES, L.P. 
ACQUISITION CHECKING 

State ofTexas for execution of Oil & Gas Lease dated 10/6/98 
from the State of Texas by Agent. Robert C. McDonnell, 
Lessor, in favor of, Steve F. Armstrong, Lessee, covering 
the SW/4 of Section 21 , Block 58, PSL Survey, 
Reeves County, Texas. 
Titan Lease Number TX299-389-308-007-00 

r'-

/'lO 

Lease Bonus Consideration 

COMMJSS!ONER OF THE GENERAL LAND OFFICE 6/14/99 
PARAGON #299:Lcase Bonus Payment in full of I /2 lease bonus consideration due the 

State of Texas for execution of Oil & Gas Lease dated I 0/6/98 
from the State of Texas by Agent. Robert C. McDonnell, 
Lessor, in favor of, Steve F. Armstrong, Lessee. covering 
the SW/4 of Section 21 , Block 58, PSL Survey, 
Reeves County, Texas. 
Titan Lease Number TX299-389-308-007-00 

Checking Lease Bonus Consideration 

166.67 

003228 
166.67 

166.67 



Ill AN Ht:::iUUHl,;t::::i , L.l-' . 
ACQUISITION CHECKING 

COMMJSSTONER OF THE GENERAL LAND OFFICE 6/14/99 
PARAGON I/299:GLO Filing Fee 

Checking 

TITAN RESOURCES, L.P. 
ACQUISITION CHECKING 

Filing Fees 

Payment in full of filing fees due the State of Texas 
in connection with Oil & Gas Lease dated snt99 
from the State of Texas by Agent, Henry McDonnell, Jr., 
Lessor, in favor of, Steve F. Annstrong, Lessee, covering 
the SW/4 of Section 21, Block 58, PSL Survey, 
Reeves County, Texas. 
Titan Lease Number TX299-389-308-005-00 

COMMJSSIONER OF THE GENERAL LAND OFFICE 6/14/99 
PARAGON I/299:GLO Filing Fee 

Checking Filing Fees 

Payment in full of filing fees due the State of Texas 
in connection with Oil & Gas Lease dated Sn/99 
from the State of Texas by Agent Henry McDonnell , Jr., 
Lessor, in favor of, Steve F. Annstrong, Lessee, covering 
the SW/4 of Section 2 1, Block 58, PSL Survey, 
Reeves County, Texas. 
Titan Lease Number TX299-389-308-005-00 

25.00 

003229 
25.00 

25.00 



- - - - -.---
ACQUISITION CHECKING 

COMMISSIONER OF TIIE GENERAL LAND OFFICE 6/14/99 . 
Pf\RAGON ,n99:GLO Filing Fee 

Checking 

TITAN RESOURCES, L.P. 
ACQUISITION CHECKING 

Filing Fees 

Payment in fu ll of filing fees due the State of Texas 
in connection with Oil & Gas Lease dated I 0/6/98 
from the State ofTexas by Agent. Robert C. McDonnelL 
Lessor. in favor of. Steve F. Armstrong. Lessee. covering 
the SW/4 of Section 21 , Block 58, PSL Survey, 
Reeves County, Texas. 
Titan Lease Number TX299-389-308-007-00 

COMMISSIONER OF THE GENERAL LAND OFFICE 6/14/99 
PARAGON #299:GLO Filing Fee 

Checking Filing Fees 

Payment in full of filing fees due the State of Texas 
in connection with Oil & Gas Lease dated I 0/6/98 
from the State of Texas by Agent, Robert C. McDonnelL 
Lessor. in favor of. Steve F. Annstrong, Lessee, covering 
the SW /4 of Section 21 , Block 58, PSL Survey, 
Reeves County. Texas. 
Titan Lease Number TX299-389-308-007-00 

.. ) '-/. '"' ,.., 
..._ '- n 

003231 
'12500 

25.00 

003231 
25.00 

25.00 



ACQUISITION CHECKING 
COMMISSIONER OF THE GENERAL LAND OFFICE 611 4/99 . 

PARAGO~ #299:GJ,.O Filing Fee 

Checking 

TITAN RESOURCES, L.P. 
ACQUISITION CHECKING 

Filing Fees 

Payment in fu ll of filing fees due the State ofTexas 
in connection with Oil & Gas Lease dated I 0/6/98 
from the State ofTcxas by Agent. Julia Elizabeth McDonnell, 
Lessor. in favor of, Steve F. Ann strong, Lessee, covering 
the SW/4 of Section 21 , Block 58, PSL Survey, 
Reeves County. Texas. 
Titan Lease Number TX299-389-308-006-00 

COMMISSIONER OF THE GENERAL LAND OFFICE 6/14/99 
PARAGON #299:GLO Filing Fee 

Checking Filing Fees 

Payment in full of filing fees due the State of Texas 
in connection with Oil & Gas Lease dated 10/6/98 
from the Stale ofTexas by Agent, Julia Elizabeth McDonnell, 
Lessor. in favor of. Steve F. Armstrong, Lessee, covering 
I he SW/4 of Section 21, Block 58, PSL Survey, 
Reeves County. Texas. 
Titan Lease Number TX299-389-308-006-00 

25.00 

003230 
25.00 

I' 

25.00 
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Texas General 
Land Office 

David Dewhurst 
Commissioner 

Stephen F. Austin Building 

1700 North 
Congress Avenue 

Austin, Texas 
78701-1495 

51 2-463-5001 

September 3, 1999 

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

Re: RELINQUISHMENT ACT LEASE No. M-100679 
SW/4 ofSec. 2 1, Blk. 58, 
20 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 under mineral file 
number M-100679. Please refer to this number in all future correspondence 
concerning the lease. 

Your remittance of$875.01 , has been applied as the state's portion of the bonus, 
the processing fee and the fi ling fee. Please Jet me know if you should have any 
questions. 

Sincerely, 

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

MS/DR 
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• 
Lease Number Book/ Vol Pa~ 

• 
TX299-389 -3~8-001-00 602 ·· ~ 

. . . . . .... 
:. • • : • tnter~ • • • • • • 

•• 

• • • • •• 
• • 

County I Parish State 

REEVES TX 

Lease Name: I QC Armstrong, Sr, ETAL: State of Texas, acting by & I Lease Date 1 11/24/98 

Legal Description 

SW/4 of Sec t ion 21. SW/4 of NW/ 4 of Sect1on 29, S/ 2 o f SW/ 4 of Sect1on 30, S/80 Acres of Section 36, SE/4 of Section 41, Save and 

Except the North 110 varas thereof as descr1bed 1n Deed recorded 1n Volume 135, Page 73, Deed Records, Reeves County, Texas , All 

of sect1on 43, Save and Except W/ 2 o f NW/4 , NE/ 4 o f Sec t1on 44, E/ 2 Section 45, All in Block 58 , Public School Land Survey and All 

of Sect1on 42 , Block 55, Townsh1p 5, T&P RR Company Survey 

PROSPECT TX299 PARAGON 

Payee(s) 

State of Texas 
General Land Office 
1700 N. 
Austin, 

Congress Avenue 
TX 78701 

RN Period Beg. 11/24~99 DELAY RENTAL 

nnn 
"J ..... 92_5 

Account Number Amount 

CHECK # 1 0 0 7 3 5 

INSTRUCTIONS TO DEPOSITORY: You hav~been des1gnated as depos1tory for the above described payment . Please cred1t the proceeds 
thereof t o the part1es named and 1n the amounts 1nd1cated. 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 special account, and adv1se us as soon as poss1ble for further l nstructions. 

100735 



File No. mk- - I Q?(Q lj 

•••• • • • • • • 
•••• . . . 

• • • 
• 

•• • • • • •• • 
• •••••• • • 

• 
•••• • • •••• 

• •••••• • • 



Check # 101674 
Property Id I MMS Eft. Date Recording Information State County I Parish 

TX299-389-308-003-00 1112411998 02123199 BK 602 PG 1 ENTRY 000414 Texas Reeves 

Property Name I Lessor 
State of Texas, acting by and through its agent, Fred P. Armstrong and Ingrid U. Armstrong 

Property Legal Description 
SWI4 of Section 21, SWI4 of NWI4 of Section 29, Sl 2 of SWI4 of Sect1on 30, SIBO Acres of Sect1on 36, SEI4 of Sect1on 41, Save and Except the North 110 
varas thereof as described in Deed recorded in Volume 135, Page 73, Deed Records, Reeves County, Texas, All of Section 43, Save and Except Wl 2 NWI4, 
NEI4 of Sect1on 44, E12 Section 45, All in Block 58, Public School Land Survey and All of Sect1on 42, Block 55, Townsh1p 5, T&P RR Company Survey 

;~\ 

Payee Name & Address ' SSNITax Id Number 
State of Texas, acting by and through the Commissioner of the General Land Office ,. 
1700 N. Congress Avenue Federal Tax Withheld 
Austin, TX 78701 

" 0.00 
Account Number 

Total Bank Charge• • 
0.00 • 

Payment Period Payment Amount Bank Service Property Property •••• • • 
Due Date (In months) Description Due Charges Sub-Type Sub-Id •••• 
1112412000 12 DELAY RENTAL 309.84 0.00 

• • • •• 
I I d / 0.00 0.00 .. :. 

} 
,, 

) 

/ • 
'' •••• 

I I . ~· 'l 0.00 0.00 ,.... • •••• 
....... J 

U1 U C5~13 • ••• J • 
('..,' 

, •••• 
I I ~"' 0.00 0.00 

l 

I I 0.00 0.00 

?urtt: 1<eso u./lGE 5 x:3 0 9. 'il'l 
' Instructions to depository: you have been des1gnated as depository for the above descnbed payment(s). Please cred1t the proceeds thereof to the part1es 

named and 1n the amounts indicated. Should any difficulty anse, make the depos1t 1n a spec1al account, and contact us 1mmed1atei'N ~ 1 Q 16 7 4 



File No.fX\t-" \ oo(oJ4 

BY ---------------------------

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



Check #9900176 
Property Id I MMS Eft. Date Recording I nformation State County I Parish 

TX299-389-308-007-00 10/ 06/ 1998 06/ 09/ 99 BK 605 PG 433 ENTRY 001286 Texas Reeves 

M-100679 

Property Name I Lessor 
State of Texas, acting by and through its agent, Robert C. McDonnell 

Property Legal Descript ion 
SW/4 of Section 21, Block 58, Public School Land Survey 

Payee Name & Address SSN/ Tax Id Number 
State of Texas, acting by and through the Commissioner of the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Austin, TX 78701 0.00 

Account Number 

Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 
Due Date (in months) Description Due Charges Sub-Type Sub-Id 

10/ 06/ 2001 12 DELAY RENTAL 3.34 0.00 
• ••••• • • • 

• Z:l • 0.00 0.00 .........,. I 

• r -
"--

J ld.ICM-> 
• • ., . f. . .. 

0.00 0.00 I "" •• • --:.. j= ) Y. ?, - ~~ • • • - c... .. ) • •• -
' I 

! rn ~ 0.00 0.00 I 

•••• c C'-l • • • . 
n ? nn~c::111 •• . l l1 0- .J 

I I . u-, . - 0.00 0.00 ~'-''-"o..J.. . - -
0 -

~ 

I nstructiOnS to depOSitory: you have been deSignated as depOSitOry for the above descnbed payment(s). Please credit the proceeds ~'9'" e ry!a~ 
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. f 0 



II 

• • • •• •• • • 
•••• . . 
•••• 

• .. . 
• • • •• • 
• •• • • • •• • 

• 
•••• • • • • •• 



Check # 9900174 
Property Id I MMS Eff. Date Recording Information State County/Parish 

TX299-389-308-006-00 10/06/1998 06109199 BK 605 PG 424 ENTRY 001285 : -T~x~ : • • .·. . :Reeves • • • • • M-100679 •• • • • • • • • • • • • • • •• • •• • • • •• 
Property Name I Lessor 

State of Texas, acting by and through its agent, Julia Elizabeth McDonnell 

Property Legal Description 

SW/4 of Section 21, Block 58, Public School Land Survey /~( 

f{.;v( e_ e ~~ 0tA.. V C., e..5 LP k3.3'f 
Payee Name & Address SSN/Tax Id Number 

State of Texas, acting by and through the Commissioner of the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Austin, TX 78701 0.00 

Account Number 

Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 
Due Date (in months) Description Due Charges Sub-Type Sub-Id 

1010612001 12 DELAY RENTAL 3.34 0.00 

I I 0.00 0.00 
r - ' N 

~ 

~ 

I I I ' " 0.00 0.00 

.. ..)1> 
..,.. ) 

c__ - . 
I I w ro 0.00 0.00 

0 N '>-- 02003640 I l 0.... ~ 

I I ..... u5 0.00 0.00 

- . 
I J 

Instructions to depos1tory: you have been designated as depository for the above descnbed payment(s). Please cred1t the proceeds tl)e{El6f ~ ~ 11a;~ 
named and in the amounts Indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. 0 0 U U .l Lf 



• • • • R. •• • • • • • • • • • • • • • • • • • • • • • • •• • • • • • • • ••• • • • •• •• File No . 



Check # 9901868 
Property id I MMS Eft. Oate Recording Information . Stat~ County/Parish 

TXZ99· 3d9· 308-006-00 1010611998 06109199 BK 605 PG 424 ENTRY 001285 ~ ~ ~ ! "tt!X1:!S; Reeves . 
M-100679 • • • .. . 

~ •• . . • .. • ... 
Property Name I Lessor 

State of Texas, acting by and through its agent, Julia Elizabeth McDonnell 

,...., 
Property Legal Description ;, \-' • .J 

SWI4 of Section 21, Block 58, Public School Land Survey t·~ .- \ 

0300 0279 lfi ' ' 

/ 
\ ·' 

'?LA-r e._ R e.. S.Ou.J c.. e._~ Lf X 3 . ~·,LJ 
( 

-
Payee Name & Address SSN/Tax Id Number 

State of Texas, acting by and through the Commissioner of the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Austin, TX 78701 0.00 

Account Number 

Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 
Due Date (in months) Description Due Charges Sub-Type Sub-Id 

1010612002 12 DELAY RENTAL 3.34 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds therqcfi:~ PMtjesB 
named and in the amounts Indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. ;::) ~ U 1 0 0 



Check # 9901870 
Property Id I MMS 
~299-3e~-308-007-oo 

M-100679 

Eft. Date 
10/0611998 

RecordltJg Information 

• 
• • 

06109199 BK 605 PG 4!!3,:f\I,TRY 00128o ·: ... . . • • • 
Property Name I Lessor 

State of Texas, acting by and through its agent, Robert C. McDonnell 

. 

Property Legal Description 
SWI4 of Section 21, Block 58, Public School Land Survey 

State 
• Texas . . • • 
' • • ... 

03000 280 Lr 
Payee Name & Address 

State of Texas, acting by and through the Commissioner of the General Land Office 
1700 N. Congress Avenue 
Austin, TX 78701 

Payment Period Payment Amount Bank Service 
Due Date (In months) Description Due Charges 

1010612002 12 DELAY RENTAL 3.34 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

Property 
Sub-Type 

County/ Parish 
Reeves 

.. r J ~ 

I ~ I 

SSNITax Id Number 

Federal Tax Withheld 
0.00 

Account Number 

Total Bank Charges 
0.00 

Property 
Sub-Id 

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds therrf>~O)tlt;,P~f1 Q 
named and In the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. ~ j U l. t5 ( 



••• . 
• . • • • • . • • • • • • • • 
' • 
• . • . . . . 

•• • • 



Check # 102163 
~. P;o:-oerty Id I MMS Eff. Date Recording Information • • • • ~ijt~. County/Parish 

TX299-389-308-005-00 05/07/1999 06/04/99 BK 605 PG 279 ENTRY 001239 • • • • •• • :-e: as : Reeves ••• • • • • • • • • • • • ••• • • • •• 

Property Name I Lessor 
State of Texas, acting by and through its agent, Henry McDonnell, Jr. 

Property Legal Description 
SW/4 of Section 21, Block 58, Public School Land Survey 

rY)- jtJ){p11 01036269 ~ \ '' 0 0 
Payee Name & Address SSN/Tax Id Number 

State of Texas, acting by and through the Commissioner of the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Austin, TX 78701 0.00 

ld_ t CAM 
Account Number 

Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 
Due Date (in months) Description Due Charges Sub-Type Sub-Id 

05/07/2001 12 DElAY RENTAL 11.00 0.00 
Delay rental payments for 2001, 2002 and 2003. 

I I o.oo 1 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

Instructions to depos1tory: you have been des1gnated as depository for the above descnbed payment(s). Please cred1t the proceeds thereof to the parties 
named and in the amounts indicated. Should any difficulty arise, make the depos1t 1n a spedal account, and contact us 1mmediat1<J ~ 1 Q 216 3 



• • •• • • • • • • • • • • • • ••• • 

•• • •• • • • • • 

• • • • • • • •• 

• • • • • ••• • • 

~ew~rst, Commlcsioner 

P·~ -~~ 



. 
Lease Number Book/Vol Page Entry County I Paush State 

TX299-389-308-005-00 605 279 001239 REEVES TX 

Lease Name: I H . McDonnell , Jr : State of Texas , acting by and thru I Lease Date I 05/07/99 

Legal Description 

SW/4 of Section 21, Block 58, Publ1c School Land Survey 

l J\ 

•••• /f)~ 10~71 • • •• •• 
• •• • • • •••• 1\Y • 
•••• • PRrePECT TX299 - PARAGON .··. : • •• 

PayE'.e (sl Account Number Amount 

•••• 
S tla~ of Tex as G 3 . 34 
General Land Office 0ci 
1700 N. Con g r ess Avenue 
Austin, TX 78701 ~ 33( DO 

RN - Period Beg . 05/07/2000 DELAY RENTAL CHECK # 1 0 0 9 7 0 

INSTRUCTIONS TO DEPOSITORY: You have been designated as depos1tory for the above deacr1bed payment. Please cred1t the proceeds 
thereof to the parties named and in the amounts 1nd1cated. Should any diff1culty of any nature ar1~e. DO NOT RETURN our check, but 
make the deposit to the cred1t of the party named in a special account, and adv1se us as soon as possible for further instructions . 

100970 



Fil 

Date Filed: 

~whurst, Commissioner 

(5, 

•••• . . 
•••• 
•••• . . 
•••• 

• 
•••• • •••• 
• •• • • • •• • 

• 
•••• • •••• 



1----------~---------------------- - -------- - ---- -- ----------- - --------- - -------l 
!Lease Date !Lessor j#MthJMth Begin ! Lease Number I 
1-------------------------------------------------------------------- ----- ----- l 
j05-07-1999 jSTATE OF TEXAS, ACTING BY AND THRj12 j05- 07-2 003jL003 03 92 /00 6 j 
1------------------------------------------------------------------------------l 
AGENCY LEASE NUMBER : M- 100679 
IN PAYMENT OF:DELAY RENTAL 
FOR: C-2302 

DISTRICT 

RECORDED: Book 605 Page 279 Reception # 001239 

TRACT: 1 STATE : TX COUNTY : REEVES 
PROSPECT: PARAGON 
BUSINESS UNIT:MIDLAND BU 
LEGAL (Part of): NJS CONVERTED 

FOR THE CREDIT OF : 

:MIDLAND 

03031547 
r--.... _ 
•• ... -( , 

THE STATE OF TEXAS 
STEPHEN F AUSTIN BUILDING 
1700 NORTH CONGRESS 
AUSTIN 

(BA# 031495 00 

TAX ID : 74 - 6000108 

(DPS# 03149500) 

•••• • • • • • 
•••• • • •••• 
• 

• •• • • • ••• • 
• •••••• • • 

• 
••• • •••• 

TX 787 01 
ACCT : 

TOTAL BANK SERVI CE CHARGE 
TOTAL AMOUNT PAID 

r::. 
v 
c 
c-

~ 
( , 

CHECK NO 

NET ACRES 
3.333 

0 

~A~NT 
-o 
:: fj .34 
0"1 

hi 
:z:.. -,.. < -
9 i1, 
en v 
V) 

$. 00 
$3 . 34 

8504606 



•••• • • • • • 
•••• • • •••• 

• . . . 
• • • • • •• 
• •••••• • • 

• 
••• • •••• 


