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APPL[ ANT 
AGREEMENT 

AU U T 4, 1998 
MINERAL LEA c DID APP LI A TION 

Texas General Land Office ED - CA-040(8-93) 

I agree, if awarded a lease on the referenced lracl, to comply with all tem1s 

and conditions of said lease and wilh all applicable laws thal so govern said 
lease, as lhose laws may be amended. 

APPLI ANT ~Narr::::..:.::,e~ __ T_IT_A_N_R_E_S_O_U_R_C_E_S_,_L_.P_. ______ _ 
IDENTIFI ATION 
TO APPEAR ON Address :...:..==-.:.;:..:_ __________________ _ 500 W. TEXAS, SUJTE 500 

... . . . 
• • • . . . .. . -. •• • 

LEA E (typc/prinl) 

AREA 
D c RIPTION 

ll lD 
,: •• llML .... 

- .. . . . . . . 

ML.NO. 

2 

APPL{ ANT 
TA r l.D.11 

I NAT RE f<' 
A ENT 
(type/print below) 

City M lD LAND St.ate TX Zio 7970 1 

Telephone ( 91} 4 98-8600 
(Include +4 Code) 

Culberson Public School Land 
Counly(ics). _____ _ Survey/Area -----

42 4 7 (If Applicable) 320 
Block/Tsp. __ _ Section!fract ____ _ Acres ___ _ 

(If Applicable) 

~ Cash Oonus Enclosed ($) ____ (1ypc:/prin1 amount below) 

$8,313 . 60 

(B) Sales Fee Attached ($) ------(typc:/print amount below) 

This ales Fee is I - 1/2% of the cnsh bonus as provided in Section 32.11 0 of the 
Natura l Resources ode as amended. 

APPL[ ANT (san1e as above) 
TITAN RESOURCE , L.P. 

#dhnc.'~ 
~ohn E. Lodge 

DON AMOUNT ONLY (A) 
~ Not include sa les fee) 

~8 , 313.60 

, 
' 
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~ustin, 'Otexnn - - ·- -

OlL AND GAS LEASt 
NO.M·ffl91 

WHER£AS. ~1 IO lbc Texas Nllllnl Racuca Codo Cbapcas 32, "· 51 , md ~ 51, ~ A· D md H, (Alcl Codo bcml baaDaJ\cr rc:fared ID u N.R.C.). md asbjcct 10 all 
rules llld resubdons promulp&cd by die Comminlonc:r al die Gcnc:nl Lind Offloo wJ/or lbc Scbool l..lnd Bon ~ dic:rdo, IDd all otbcr ll)pllablc llllbllca wl ---- ID Aid 
N.R.C., Ibo followill1 erca, 111-Wi 

Sfl o, Nil A SW/4 Olt u:TION 47, BLOCK 4]. PUBUC SOIOOL LANO SVRVEY, CULBERSON COUNTY, TEXAS, CONTAINlNO AJ'PROX1MAT£LV llO ACR£S AS 
5110WN ON THE OfflC'lAL MAJ' OF CUL8£RSO COUl'ITV ON fll..& lH TICE TEXAS Gt'.NERAL LANO omcr. AUSTIN. TEXAS, 

...., Illa' bci.111 duly~ oO"ered for ac- an die 4UI day al Aqun, lffl, • 10'.00 ddock ....._ by die 0-miaioncr allbc Ococnl I.Mid omc. oldie S-o/T- IDd die Sdlool 
LaDd Bosd of lbc SWo ofTc:us, for Ibo 90lo IDd oaly purpoN of prmpoctiq IDd drilllna l'or, IDd produdq oil ,aJ/or pa diat may be found IDd producc,d 6-- lho above dca::ribcd we.; IDd 

WI IEJIJ!AS, aflcr all bldl IDd ..-ittlDccl wbldi MR recawd up ID aid lime IYw beat duly oomldcnd by die Olm missioner o/ lho Ococnl 1.-1 Offioc IDd lbc School l..lnd Bon • a rep11r 
• ccdq dMrco(la tboOaicnl 1...-dOfficc. on die 4111 day ol AllPl1, 1'91, bcrmal\cr die "droc:uwcbu" a.d • - f~ IDd dcurmlacd that TITAN JU'.SOURCX.,, LP. w11oN addraa II 
500 W. TaAS, 5UJT& 500, MIDLAND, TIC 7'701 had offered die hlpc:11 and~ bid for a lc:aM oldie- abow cbcn'bod and II, l.bercfore, CIIIJdcd ID recdw a lcac Iba-= 

NOW, TimtEFOIU!, I. 0any Maro, O!mmf......,. o/ die Ow:nl l..lnd Office al die S... alTcw, lwRmal\eir IOllldimca rdcm,d III u "Laaor," w1-e addrca II Amdll, Tew, by vimlC o/ 
die lUllloricy YCllCld ID - and• -.idendOD al die P9)'IDall by Ibo llcrdnaftcr claipaled 1.-, Ibo - o/ tlpt n...ud Tlll'K lladffll TWl1ltft &Ad 60(100 O.D.an (Sl,31.l.JO), 
receipt o/ whlcb b bcrcby ~ledpd md ol the royaltlc:a, CCMD&ts, ltipalationa md OODdiliom coalahied llld Mftby lan,ed to be pmd, ot.rved llld petformcd by I.-. do bcrcb)' dc:mlJc. 
IJ1IOI, lc-. lDd let IIIIID Ibo abow IDClltioncd bidder die cxdusiw rlpt IO prOlpCICl (or, pn,duco and laka oil and/or .. 6-- Ibo af~ - upoa Ibo Collowina - and OODditions, IO-Wic: 

L ll!SO VA TION1 11Mn u bcrcby cxcc,pl&ld IDd "*"'8CI lo 1-Ille tial - al !be ~ ~ loc:reby md all rlpll wltlo relpOCl lo lbc .-face md ....r- lbcreo/ (or my md 
all purpmea cxcq,C lboN sramc,d md ID Ibo c:xlml bcrda pmted IO 1.-, tocdher wldi die ripl.l al iDpa and cpa, IDd - al said lmda by Lcllor and ita mmw ia.-a, for pmJ)OICI al 
c:xplorla1 forud produdn1 tho mlocnlJ whldi woDO< covered, orwhlcb may DOt be~ la Ibo fulln, Wida' lbc lcnDJ oflhla 1-. but whlcb m-, bo loc:ltod wldm tbc ...r- boundlrla al 
die~ IRa. All oldie risbU la and IO die lcasod prallUCI rcuiDcd by Lcaor IDd all oldie ri&b,ts ID and IO die lcasod prallbcs pmled IO 1.-bcrdA aha1l be cxcrcuod ID ,uc.b a IIIIIIDCI' !hat 
IICidicr tball anclaly bi1ctfcrc willl Ibo opc:ndcm ol the Olh«. 

l. TERM: Subject ID Ibo other provisiom bcn,o/, dib '- abalJ be for a Lena al Ive (5) yan Crom die dJ'ec:tJw du bcn,o{ (haaa callod "primary Lcna1 md • Iona dlcrcaftcl' u oil or.­
It produood la ~I quantitlca from aid wc:a. 

3. D LAV RF.Nr ALS: If DO well be oommmccd an tbo land bcrcby ~ an or bcfcn lbc -i--,, dale al du '-, dib ac- ahall la1DiDu u ID bodl pmu. 11111- Ibo 1.-cm or 
bcfcn aid clMe ahall pmy or ICllder to die c:ommlJlioncro/lbc am.. l..lnd Office oldie SIMe alT- • Al&llla, Tc:us, Ibo mm al One DoDs (SlAO). pu acn. wilidt aball opcnl& u r-1 
and covcr lbe privik10 of dcfcmJ11 lbc oommcooemc:111 of a wdl for rwclw (11) mootha 6-- aid dale. la Ille 11111111a md upon lib .,.,._... or laldcl'I Ibo comm- of a wdl in.,. be 
f'urlbc:r ddcrrod for like periods ol Ibo same a111nbcr of moodu IUCOCllfvcly durllla die prlmaiy 1a111 bcreol. 

4. PRODUCTION ROYAL TI : S..t,jool to cbe pnl'Ylticmt for rll)'Ut)' rwdoaalau NC-la~ (I!) o/du ~ 4, ~ productlan aloil tadlor .-. Ibo 1.-.-a to pmy 
or - ID bo peld IO tbo Coaunillioncr al da,e o-...J l..lnd Office la Allllia, T c:xaa, b die - md IMDdit o/ die s-o{ T CUI, durina die lenll bcreoC 

(A) on.: As a royalcy an oil, wblcb II ddioed u lndia&q all liydl-bom produood la a ~ fora II die moulb al die well aod alto all oondcaP•e. dillillalc, and ocbcr llquld 
Ii~ ~ 6-- oil or ps nm dwusb a lqWll.or or odler cqwpmCIII, u llaau&r pnMdcd. 11!5 J*t oldie pwa ~ or die market value dicroc( • Ibo opcloll of tbo Lcaor, 
ad wl11e ID be dcccmwlcd by I) die hlpc=II polted prloo, pl111 p-rmlum.11' ~. offind or peld for oi1,-idcii1110, dulilJlle, or Olh« llqwd lly~ ,apoc:taYCly, o( a lib !YJ)O md p-n,ty 
la die JalU'al an:a wbcro producod and ,.ilea nm. or 1) Ibo hlahc,c ~ price lbcrc,o/ offered or peid la die ~ area where producc,d llld when NII. or 3) die aroa pn,oeeds of the ale 
tbcroo( wtiJcbcvcr is tho IJ'Cll,cr. J..cuc,e agree, diat bcfcn any ps produood Crom die llnd bcrd,y lcucd b JOld, usc,d or proccued ill I planl, ii will bo NII free of COii IO Lessor lhroup ID 

adcqullc oil aad ps IICpl'IIOr ol canvaidoaal l)1IC Ol othcr oqulpmc:111 • lcut u dDdcat IO tbc Clld Iha& all liquid hydrcarbons RCOYCnblo 6-- !be 11J by IOC:b 1DC1111 will be roc:ovacd. Upoa 
writ1a1 CODXDl ol Lcuor, die roqulrcmco1 that -.b pa be n111 lbtoup aadi • ICf*'II« or ocher oqulpmcat -,. bo waived upoa IUda la'ml md coa&tiOfta u praol'bod by Lcuor 

(B} NON-l'R l:D GAS: As a royalty an aoy p1 (loc.ludin1 6..-od pa). wblc:b II def.IMC! u all bydrocart,oo, aod ..-a, .ui..- ooc ddiood u oil In ,u~ (A) above, 
produood from any wdJ Aid land (accpt u provided bcrdo wim relpOCl to pa procaaod la a pta,,1 for Ibo a:lnetian or p.ollnc, liquid bydroarbcxLs or Olh« producu) 115 p.n of Ibo ,roe, 
pn,duc:tian or Ibo man.cl value lhcrool, II Ibo opclon of tho 1-, aadi val11e IO bo beliOd cm Ibo hlaJ,a,t ~ price paid or offered for p1 o/ compwablo quahty ID die acncnl area where 
produood and wbca nm, or lhe aroa price s-d or offered to die prodllc:cr, ~er II p1a pnMdcd Iha& die ma.wnum ~ belo In --..ma mo pa under lhla lcuc a,alnlCI ahall DOI II 
any time cxaicd 14 65 pounds per ,querc Ind! ablolutc. md tho ltanda,d base lmlpcnture shall bo alxty (60) dcama Fahrmbeh, ~an to be mado for prcawc accordin1 to Doyle'a Law, and 
for ~Irie sm,iy aoconlin1 to 1a1 made by Ibo Dal.aoc:e Method or by lhe mOIII approYCld method or lallng bdna usc,d by tho ~ 11 lho time of !Cltina, 



(q PROCF..SSt:D CAS: Ma royalty oa any pa proccucd lo a p,olinc plant or other plant for the l'CCOYaY of gasoline or ocher Uquld hydroclrt)ons, Its part of lhe residue ps and 
tbc liquid b~ c:xtnctcd or thc marled value lhcn,o{, at the opdoa or thc Lcuor. All royalties due bcrcin lhall be based oa one hlllldrcd percent (I 00%) of the tot:aJ plant productloo or 
residue Pl attn'butable to ps produccd Crom tbu lease., and on fil\y pcrcent (SO%) or that pcrcalt acavina to Lessee, wblchevcr is lhe grcatcr, of lhe total plant productioo of liquid 
~-1,ou, attributable to thc ps produced from thl, leuc; providod that If liquid hydrocarbons arc rccovcrcd from ps proccucd in a plant in whldl Lcsscc (or ha pa.real, ,ubsldiary or 
affillac) ow,u an lotcrca. then the pcrcaltqc applicable to liquld bydroca,t,ou lhall be fifty pcn:,cnt (50%) or the bighcrt percent accnwt& to a thlnl party prooc:sslng ps through such plant 
mclcr a prooc:sslna avccmcnt ncl(ltiatcd II rrmi length (or If tbcrc u DO aucb thlnl ~ . the blghcst percent then being specified in prooc:sslng aarccmco.11 or cootrlCU lo the lndusuy), 
~ Is the greater. The rcspocd~ royalties on residue ps and on liquid hydrocarbons abalJ be ddcnnlocd by I) thc bighcrt matlcet prioe paid or offcrcd for any ps (or liquid 
b~boa.s) of comperable quality lo thc 1cocnl area or 2) thc poa price paid or offcrcd for aucb residue ps (or thc wdpued average arou Jdlina price for lhe n:spcctl~ gr'ade, of liquid 
"ydroca,t,ou), wblchevcr Is the pater. la DO CYCOl, bowcwr, lhall thc ror-Jtia ~ e Wider tblJ p,iragnpb be less than the royalties wbJcb would lu~ been due bad the gu not been 
proceuod. 

(D) OTICER PRODUCTS: M a royalty OD carboa black. lulpbur or any other producu produced or manuCac«u-cd Crom ps (cxcq,tin1 l,quld bydrocazboa.s) whether Aid ps be 
"easinJba,d. • "dry" or any ocher pa, by Cractioutlna. bumin1 or any ochcr prooc:ssio1, 115 p111 of arou productioo of such products. or lhc mat1cct value thct'COt al the opdoo of Lessor, JUcb 
mricct value to be ddcrmincd u follows· 

(I) Oo the buiJ of the biaJiat man..cc P"" of each product. durin1 the ume moath ID v.illdl such produc:t Is producc,d, or 
(2) Oo tbe buiJ of the avcraie pva Ale price of each product for the ume moalh ill which such products arc produced; v.itlc:bcva- ls thc pater. 

(E) Y ARlABLE ROY AL TY: (i) Subject 10 lhc ocher provblons o( thl, lease, h Is bcrcby providod that lo the CYCOI productioa lo payin.g quantitic:a Is cmbliJbcd pursuant to the terms 
ol dw lcaJe and aucb productioa Is brought oa line and Alea ihcroo( ..-c ooauncncc,d w;thlo twenty-lour (2.4) moolhJ of the cffoc:tl~ date hcrcoC, the royalty nu, provided herein lhall be 
roduccd lo 11.75%, and abalJ apply IO each sublequcnt wdl drilled and produced OD the land cowrcd by tblJ lcuc. Provided lhll, I! durina such twmty-four (2.-4) moath tam during wbJcb 
1-may es11 a roduccd ror-Jty r11.e ol 11.15% u bcrdn provldcd.1- sbould drill la ,-1 faith and complete the fine wdJ u a dry bole OD the laod cowrcd by tblJ lcue, Leuce in-,. 

.-iw a dll"Ce (3) mmth cxtcmioa of the tc:nD lo v.-bicb IO C8l1I a roduccd ror-Jty rate by aiYUII DOtioe lO tbc Comm.lssioacr of thc Gmcnl Land Office, oommcodn1 drilling opcntiocu oo an 
additional wdl prior to die cxpir1llioo of aucb three (3) mmth period and proeec:,uting dlUaauly and lo ,-1 faith the drilling ol IUCb additioa.al well aod complctlna ume ao that productioo lo 
~ quantities I.I cscabliJbcd IDd IO that aucb productloo I.I brou&ht oo IUIC and Ala lhcroof arc commCIICCd prior to the cx:plnlioo of aucb three (3) mouth cxtcmioa period. 

(u') la tbc =c productloo In INQ'UI& qumtitla I.I cscabllJbcd punuaot lO the I01IIJ ol thlJ lcuc and aucb production Is brouabt on line and sales thereof arc commcuced after the 
aplndoD oltwaitr-four (2-4) moalhJ Crom tbc dfoc:tlw date bcroolbut prior IO the c:xpnlioa of rony-dcbt (-41) m011thJ Crom thc cffoc:tl~ date bct'CO(, the royalty nu, provided bcrci.o abalJ be 
rcdix,cd 10 1'.375% and abalJ apply 10 each IUblequcnt wd1 clrilled md produccd Oil thc land cowrcd by tblJ lease. Provided lhll, IC durin& IUCb twc:Gt)'· four (2.4) mOlllh term during wbicb 
1-m.-y earn a RdDccd royalty raU of l'-375'/. u ba-dA provided. Leuce llbould clrill lo ,-1 faith md complete thc finl wdl u a dry bole on the land cowrcd by tblJ lease, l.cJsce may 
.-iw a three (3) mOllth cxtcmioa of thc term lo wti.k:b lO earn a roduccd royalty nu, by cfvlna DOtioe lO the CommlJsloocr of the Ococnl Land Office, commc:odna drilling opcntiocu oo ao 
additioa.al wd1 prior to the c:xpnlioa of aucb three (3) moath period and proeec:,utina diUacotly and ID ,-1 faith the drilling of IUcb additiooal well and oomplcting ame ,o lhal produc:tioo ill 
INQ'UI& qumtitia Is cstabllfbcd and ,o that lldi productloo I.I brought Oil line and Ala thcroof ..-c ooauncncc,d prior to the c:xpnliOD or IUCb throe (3) mOCllh cxtcnslon period. 

(P) NO OWUCTIONS: lc:sJcc agrees lh8I all royalties ICCl'\Wll lO Lcuor under thlJ lcuc abalJ be w;thout doductioo for the oost of produdna. lrWIUpOrtina, and othaw!Je makin& lhe 
oil, ps and oCbcr products produced bc:mindc,r ready for Ale or uc. 

(C) ROY AL TY IN KIND: NOhndu!Mdlq •ydili,g -1&iaed bcrda 10 tbe -,uwy, 1-~. al ita opdoa. "l'Oll - lcu dw, 60 day. DOtlce to Leucc, roquiro al any time or Crom 
lime IO time lh8I ~art of all or aay royalties acc:rulng IO Leuor andc::r thl, lease be made lo lciod without dcducdoa for the eoa of produdq, pthcrin1, llorina. lq)ll'alllll, trutina. 
~ comprc:IIUI&, proocaiq. lr'IIIJpOlti.oa aod ochcrwlJo maldaa the oil, ps and ocher productJ produced bcmmdcr ready for Ale or use. t.cuo.'1 ri&ln to w:c i11 royalty In lciod 
&all 8Clt climhwh or ocptc Lcaor'a rights or Leucc'a obliptions, wbclbcr- cxpreu or Implied, under tblJ lcuc. 

(U) PLANT FUEL AND RECYCLED CAS: No royalty abalJ be ~o Oil aay gu u m.-y repcuco1 this lease', propor1iorwc lharc of 1111)' fud UJCd to prooea pa produced 
i.cr-dcr- la any proccuiq p1mt. Notw;thslaoding aaydilq coatalncd bcrdn IO the conlrWy, and 111bjcc:l l0 the OOIUCl!l lo writ.in& of thc Commlalooc:r of the Ococnl Land Office, Leuce 
mq rocydo pa for ps lift purp<MCS oa the lcasod pranlJa aJ\er die llquld bydroem1'oos ooowncd lo the pa baw bcco rcmowd, md DO royalties aball be pcyable on thc ps IO rccyded until 
audl time • die ume m.-y cbcreall« be produoed llld aold or aacd by 1-lo IUCb manner u IO cotitle Leu« to a royalty lhcrcoo under the royall)' provls!OOJ or thlJ lease. 

(I) MlNIMlJM ROY AL 1Y: During my ye.- aJ\er the cxplntiOll oC the primary tcnD of tblJ lcuc, IC thlJ lease I.I malntJlocd by productlOll, the royal ti ca paid to Lasor lo no Cl/all shall 
be lea Chan III amount oqual lO the total 111111tial dd-, rcolal badn provided; othcrwlJc, then: ahalJ be due and payable on or before the last ~ of lhc mouth ~a the annlVCl'III)' date or 
thla le.. a ,um equal to the tot:aJ aaaual tt:Otal lcu the unount of royaltlca J*d during tbe pn,c:cdlna year. 

(J) MARGINAL PRODUCTION ROY AL TY: Upoa LcNoc'a wriltco appll~Oll, the School Land Board in-,. reduce the royalty rate Jet out In tblJ paragraph and/or the mlnimwn 
royalty ecc out ID ~ • (I) IO CX1ald lhc ccooomlo lito o( this lcuo and moourqc ~ o( oil cc ps lhll mlpt othawuc remain ~ Any sud! royal!)' rcducuoo mil.II 
ooaform lO the roquin:,mcolJ o( my School lAnd 8-,1 .clminlscradw nalca oo thlJ 1u.bjccc. Royall)' m.-y DOI be reduced below the applicable acacutocy mlnlmwn. 

S. ROY AL TY PAYMENTS AND RUORTS: AJ.I rvyaltlca DOI taken la !dad aball be paid to the Commlaioocr ol tbe Ococn1 lAod Oflloc al Au.ltini, Tcxu, la the following manner: 
~ ol royalty oa productioa ol ol.l ood ps abalJ be u prowled la Ibo nalca oec (Of1h lo tho Teua R.taiJccr. R.ula c:um:ody provide du,t royalty oo oil Is duo and mll.ll be rccc:lwd la the 

Ococn1 Lmd Oflloe on or before tbc Sth ~ o( tho ecooad moo.di aucceodiq Ibo IIIOlllh oC productlOll, aod royalty Oil ps I.I due IDd mll.ll be rccc:lvod ID the Ococn1 Lmd Oflloe oo or before 
Ille l jtb ~ ol the IOOOlld moath 11-iina die -th ol productlOll, -,paalcd by the affidavit ol the owocr, mmagcr or oCbcr autborir.cd aacm. compldcd lo the form and ~ 
pracribod by tbe Ococn1 1.-f Oflloc aod abowill& tbe poa 1mount aod dlJpo,dtloa ol al.I oil and Pl produced and the mar1cd value of tho oil and pa, togedicr w;th a oopy of al.I docwne11t1, 
records or rq>orta oonfitm.lq die groa produc:tioo. dlJpo,dtiOD and mskd value illdudlng pa meter radinp, pipdille rcodpts. ps line rccc:lpu and otbc,- cbccla cc mcmonnda of lffl.OWII 
produced and put iato pipclloca, lmkl, or pool.a and pa llna or pa acoraac, aod any ocher rq>orta or rccorcb wblcb thc Ococn1 Lmd Oflloe m.-y rcqulrc IO wrlfy the groa productiOll, 
clupolition and marled value. In all cuca the lllthoril)' of a m.-iap- or qCIII to ace for the 1-bcrdn mll.ll be filed la thc Ococn1 Lmd Oflloc. l!Kh roraJIY paymcot abalJ be aocompwed 
by a c:boclt IIUb, acbodule., summary or ocher Rmiuancc advice llbowlDa by the usllflcd Ococn1 Land OO"aoc lcaJe number thc 1mOW1t of royalty bdn1 paid oo each lcuc. I{ l.cJJ('.C pays bis 
royalty Oil or bclore thirty ()0) da,y, atlcr the royalty pcymcot WU due, then 1-owes a pc:nal.ty o( S% on the royalty or $1$.00, wbkhewr I.I pater. A royal\)' peymcnl which Is ova- thirty 
()0) da,y, 111:o abalJ accrue a pc:nal.ty of 10% otthe royalty duo or ru.oo wtikbewr Is greater. lo additloa to a pcoalty, royalties abalJ acauc lntt:rcrt II a rate of 12" per y~ IUdl lo1crcs1 will 
bqln accruiq wbco die ror-JIY I.I al.ey (60) days owrdue. A.llldavltJ and JIIPl)Ol'tiaa doc:umcnlJ which ..-c DOI filed wbco due lhall incur a pc:nal.ty In 1111 amounc act by the Ococnl Land 
Otnoe aclm.illoowd¥C nalc wti.k:b Is dfoc:tlw oa thc date wbco the affidavltJ or arpportiaa docwnClllJ wa-c due. The Lcssoe abalJ bear all rapoosibility for~ or cawin& royalties to be 
paid u pR:IClll>cd by the due dale providod bcrdn. Jvmcot oC die dcliDqllalcy pc:nal.ty aball lo DO Wf('J opcru lO problbit the State', ricbt of forfeiture u provided by law nor ace IO po,q>ooe 
lhc da&e on wblcb royaltica wero oripnally Mo The aboYc pcoalty provblons abalJ DOI apply ID CUCJ of tide ditpute u IO the Stale'• portion of the royalty or io thal portiOD of the royalty In 
diJpUle u to f.alr m.1c.ct value. 

'- (A) RESER vtS, CONTRACTS AND OTI CEJl RECORDS: '-- abalJ 11111.!lually fl.D"Dlsb tho Commlssloocr ol the Ococn1 lAod Oflloc wich ltJ bat poulblc c:atlmato of oil and ps 
rcacna mdertyiaa thla leuc or allocable lO thlJ leuc and oball f\nlJb said CommJuioocr with copica of all cootnca under wblcb ps Is aold or procesacd and all 1u.bac,qucot acr-ncotJ and 
mnawimcolJ to aocb OOlllraCIJ withiJI thlrty ()0) da,y, atlcr c:otain,a Into cc making aucb CODlnlCa, a,rccmClllJ or cncndmCIIIJ. Such ooall9Cta and acrccmcn1J wbco rccclwd by the GcocnJ 
lAod Oflloc llhal.l be bdd la ooafidCllce by the Ococn1 Lmd Oflloc llllleu otbawuc IUlliorlD,d by Lc:uoe. All od>cr oootncU aod records pcrul.o.iog to tbc productlOll, tnnJpOrUtloo, a.ale and 
aslc.edq oldie oil aod pa produced oo aald prc:ml.Jca. bldudiq die boob aod -..its, rcoc:l.pu and ducbaracs ol all wdJ.a, CankJ, pools, mc:tcn., and pipclloa abalJ al all limes be 1u.bjocc to 
mpccdon and aambi.ltloa by die Commlssloacr oC tbe Ococn1 lAod Oflloe, the AJ1.«o,ey Ococn1. the <Jo,.,,cnior, or the ~w of any or thcol. 
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(B) ORJ LLlNC RECORDS: Writta1 D«HlC of all opcndona OD thls lcaJC &ball be submitted IO tbc Commlssloocr o( lhe Ocacnl Laod Office by Lcucc or opc:nlor five (S) days bdorc 
lplld dlCe. worlcow,r, ro-cnuy, tanponty obeocloamcot or plus and ab4oodoamcol of 1.11y well or well.a. Such writtco oodce to the Ocacnl Laod Office sh.all indudc copies or Raltro.d 
Commwloa fomu for oppticmloo IO dn1L Copia of wc:11 iau, oomplcooa rq,o,u and pluuiq rq,o,u dwl be supplied IO the Ocacnl Laod Office ot tbc time Ibey ore filed w!da the Tau 
bflro.d Commluion. Lcsscc, sh.all supply the GcocraJ 1...-1 Miele widt .ay records. mcmonada, ICOOlllllS, rcporu. c:uttinp llld ccns. or ocher IIIJ'ormatioo rwtive IO the opcntioa of the 
llboYo-dc:lcn'bcd prcmlsca, wbidi may be rcquc:su,d by the Ocncnl uod ()([ice, bl additloo IO dKIIO bcrdi, expressly provided for. Lcsscc, sh.all uvc 112 dccttical wJ/or nrdia.c:tivil)' survey 
aadc Oii the boro-bole -ioa.. from tbc base of tbc auucc cas1o, IO tbc total dcpdi o( well. o( all wcJ1J drilled OD the aboYc dctcribcd prcmiJCI llld shall tnlUlllit I true copy of the lot o( cadi 
..vey Oii cadi wdl IO the Gcocnl I.Mid Office with.Ill 61\cco (IS) days aftCf the malcina of Aid ..w:y 

(q PENAL Tl ES: Lcsscc, aball lnc:ur a penalty wbcnevcr rcporu. doc:\llncnu or ocher~ ore DOt filed bl the Ocacnl Land Offioc wbal due. The pc:nalty for lalc fillq aba11 be Kt 

l,y the Gcocnl I.Mid Office admlnulnliYC rule wbldl ls c:ITcctJYC oa tbc dale wbcu the mala\alJ were due In lhe Ocacnl Land Offioc. 

7. R£TA1Nt:O ACIU:ACE: Nocwllhstaodiq my prov!Jloo or dils lcaJC IO lhe coouwy, aJ\a- a well proclucin1 or capable of prodUCt.o& oil or ps llu bceo compldcld oa tbc leased 
pmn!scs. Lcsscc, abaJI cx.crc:uc chc dillgcncc of a fQJOOAbly pn,clc:nt opc:n1or In drilling I\ICb additlooal wcll or -1u u may be reasonably occaary for die proper devclopma11 of the le.ucd 
prcmlsc:a and In marlccdng the produc:doo lhercoo. 

(A) VERTICAL: Ill the ewnt thls leuc ls tn foroc and c:ffec:t two (2) ycar1 a/la- the c,q,lntiOD date of tho primary or cxtcndcd cam it sh.all thai iamin.ale u lo all o( the le.ucd prcmlsca, 
EXCl!PT (I) 40 ec:ra aurrowidinc each oil -11 c:apable or produdng in peying quantities and 320 la'CS IW1"0Wlding each ps well capable of producing lo paylnc quantities (lncludinc a abut· 
la oil or ps well u provided In Para1J11Pb 11 ba"COI), or a wc:11 upoo which Lcsscc, ls lbco a1gaied in coat.loUOUJ driUin1 or reworldnc opcntloru, or (2) the number ol aau included in I 

prod,aclac pooled unit pw'I\W)t to NIIUnll RcJourccs Code SoedOIIJ S2. ISI-S2.1Sl, or()) sudl put«- or ICUO' number of acrc:a u may tbCII be allocated for produdion purposea 10 a proratioo 
mlt fof each IUC1i producing wc:11 under the rules md rcgulatlOIIJ of the Rallro.d Commission of Tcxu, or any IIICCCSIOr agency, or other govcnuna1tal authority having jwiJdictiOD Withln 
,o • of a pstW la'lllhutiOD o( thls lcuc lo ecoordanoc with this subplragrlpb md upon peyma11 of the mlolmum fillng foe Kt by Ocacn1 Laod Office rules lo dfec:t • the time o( the 
,-ti.I lc:t'alludoa., i.- lha1J ba'YC Che ripll lO Gbc.al.n • .....r- leuc for IApua lllld evcu oa and KrOa tho lcnDlnalod portloa of the lcuod prcmlacs u m-,, be rca-..bly ooocuwy for the 
oo.iiauod opcntioe of Ibo poniou of Che lease ranalnlq In foroc and diec:t. If i- c.n. to oppty for a -C.- lcuc wilhill Che 90 day pc:riod spcdfied abcM., Lc:sscc mcy apply for a 
-<-i-from lbc t.-1 Office. but chc I.AOd Commhsloocr bu the cliJcrctioa to grant or dc:ay IUc:b applic:atloa and lo Id the foe for such IUl'f11CC lcuc.. 

(B) HORlZONT AL: In lbc CYCDt this lcuc ls bl rorco and dfec:t two (2) }'Ql'I a/la- the cxpirsJoo date of the primary or cxtaidcd term It lhall further tcrmlllalc u IO all depth, below 
100 foct bdO'll' the tocal dcpdi drilled (bcrdnaf\cr ·c1ccpcr depth,") lo c:8Cb well loallcd OD acnagc rcu1Acd In Plnppb 7 (A) aboYC, unlca oa or bdorc two (2) )'CIR aila lbe prim.My or 
cx1CIOdod tam Lcaoc ~ m MDOWM oqual lo ooo-ba1f (112) o( lbe bonus oricloaDY peld u -.ldcndon for this lcaJC (u ,poc:ilied co peie I ba-ool). If web CIOUllt b paid, dw louo &ball 
be IA (oroc md dfec:t u to IUc:b clccpcr dcpdis, and Aid tcrmhuti011 sh.all be~ for • additiooal pc:riod of two (2) ycar1 and ao Ion& lhcrea1la u oil or ps b produced lo payiq q118111itles 
&om IUc:b clccpcr dcpthJ oowrod by Ibis lease. 

(q IDENTlFlCA TlON AND f'ILJNC: The swfllCC ea-cage rcu1Acd berc.undo" u to 09Cb wdJ shall. u n-1y u pncdca1, be bl the Corm of a ,quare with lbe wdJ loallcd In the cent.er 
tbcrcol, « IUc:b oChcr lhlPC u _,. be lpPIVWld by the School I.Mid Don. Wilhill thirty (30) days a/la- pertl.aJ tcrmlnatioil or this lease u provided bc:rdlll. Lcacc shall c:xocutc end record a 
,dcuc or ~ oomlnln& a lllimccory lcpl dclcriptioo o( lhe ea-cage and/« depth, DOt rcui.Dcd bcrcundcr. Tho rccordcd rdcase, or a ccrtilied copy ol aame, lha1J be filed bl lbe Ocacnl 
Lmd Office, 90COl!!pMllcd by lbc filin& foe pucn1>cd by the Gcocnl Lwl Office rules In aToc:t oa lbc date the rc:lcuc i.t filed. If Lcacc c.n. or rdusca IO c:xccutc and record such rc:lcasc or 
...._ wfdaiD lliDCCy ('90) .,, a/i6 being rcqucsled 10 do 10 by lbc Ocacnl t.-1 Office. ~ Ibo Commhdoocr tll lli.t IOle diJacdoa _,- dclipll&C by Wl'\IICO UIJUUIDClll lbc acreaco and/« 
*'IJCbs to be n:lcucd liawndcr Ind record sudl lnsuumcul It Leucda cxpcGJe In the COUD(y « counties wbcre tbc lease ls loallcd 111d ID the ollid.al records of the Ococn1 Lmd Office Ind 
..c.ti dcliplllllom ..it be blndl.o& upon Lcacc for all purJ)OIQ. If• my time allcr the afcctlYC dale or the pe,tlal tamloauoo provis.l011J bcroo<; the applicable field rules arc cbangod or the 
wdl or well, loallcd thcroon arc rcd.asslfied ao d:ull leas ~ ls tbcrcaJ\cr allOClllod to Aid wd1 or wc:lla for productioo pwposcs, th1a lcuc lhall thcrcupoo tcrm.lnalc u 1o all acreacc DOt 

~ lllocllcd to Aid well or wd1a for production putl>OICI. 

I. OPPSET WELLS: I( oil and/or ps lhou.ld be produced bl commc:rdal quntlties from a wd1 loallcd co land privaldy owned or oo State land leucd ot • ICUO' royall)', wbld, well i.t 
wt6la - -.-d (l ,000) foct ol the wca lodudod bc:rdn, or wblcb wd1 la dnlalng the lfA OOWl-od by this lease, the Lascc sh.all, wilhill li.llQ' (60) dayl aila such blltial productioa !tom 
6e ..... -a or Ibo wal loallcd llriiblD OIIC lbouAnd (l ,000} fed from Ibo ll'C& oowrod by dw lcuo bcpi In good faith and prot0CUt0 dillgeatly Ibo ~ of m off,c( wd1 Oii Ibo ere& 

oowrod 1,y 6la leac, md .eta o&d -rt ..ii be ckillcd 10 IUC:h clcpdl u -,. be -,- io prwclll Ibo 9D(juc ch1oagc ol lbc ll'C& oowrod by Ibis lcuc:, and Ibo l.cacc. mm&&« or ck!lkr 
11,aD - .a - _,- In a good faidl drcin 10 tnab IUC:h olOct wd1 ~ on md/or pa la oommcrdal qumtitica. Oaly upoa Ibo dd.c:rm_bltllioo o( the c.onu,,wloac,r and wllb lli.t 
1lfflflal ~ _.,. Ibo ~ of a oompemaory royal\)' alisl'y Ibo obllpdoa to drill • olbd wd1 or wdla roqulrcd under fh1a PwacniPb. 

, . ORY UOLVCl'.SSA TlON OF PROO\JCnON OURINC PRIMARY nRM: IC, duriq Ibo prim.My lcnD t.crcol and prior lo duccrYay and productico o( oil or ps OD Aid bad. 
Lcaoc ..id *ill a dry Ide or Ides lbcrcoa., or If duriq Ibo prim.-y tam t.crcol and atlcr Ibo ddcoYuy and ectuaJ procb:tion of oil or ps &om the leased prcmlacs such produdioo lbcroo( 
..id - e,- my cm-. e.1a a,e ..ii llot ICrllWIU If oa or bdorc Ibo c:x:plndoo of li.llQ' (60) days from dllc o( oomplcooa ol Aid dry bole or QCIAUCm of produdioo Leacc 
--dldcoal drill.iq or rcwoo1dal& opcndoea lbcrcoa., or .,_,.. or taldcn lbe IICltt --1 cld.y rental In lbc w ....._.. u provided la cbla lcuc. U: duriq 1bc 1ut YCII of Ibo 
pr;m..y .._ or wlcb.bi li.JCl1 (60) d,ry, prior lbcrdo, • dry IIOlo be -s,ldod and aodoned, or lbc produdloo of oil or ps lhowd ocue (or .ay c:eusc. Lcucd, risbu shall ranaia In full Coroc 
..d dfoc:t ~ Mdicr opendou mtil die c:xpindoa of the prim.My krm; and ll I..- lw DOI .-ed produc:doo In payiq qu.mtidca It tbc c:iqJintioD o( Ibo prim.My tam, Lcsscc may 
aalatm e.1a lcae by conducriec additioul drilliQ& or rcwoo1dal& opcndoas punumt to......,.. 10, ulo& lbe apintloo ol lbe primary tam u the dale of CCISll.iOD ol produc:doa wider 
r.racr. IO. Sllould Ille lint wdl or my sat.oqumt wdJ ckillcd co Ibo lboYC dcaaibcd land be oompld.cd u a abut-ai oil or ps wd1 withla Ibo prim.-y ICml ba'col; Lcuce may .-e 
~ of Ille -.i raial la lbe - __. a providod liada a. or bdorc Ibo rc:aul pqlna dtllo fol.lowiq lbc c:xpinitioD of li.llQ' (60) • from the cblc of complcdoa of such 1h111-ai oil 
ot .. -a md ..- Ibo 6ilhn 10 -..km .eta p.ymmt, tlua lcuc ..ii If* C8Cto ICl1ll.lUlo. I( t11 lbc apndoa ol lbe prim.my tam or 8Q)' time dlcrc:allcr a abUl-ai on or ps wdJ la localod co 
6-1-d prmii1a Pl)"IDCIIIJ _.,. be made lo eccordaocc with Ibo abut-ai provisiom bcrcol. 

11. CUSA TION, DIUU.ING, AND UWOIUCINC: U: .ftcl- Ibo txplndoa ol Ibo primary wm. producdoa of oil or ps from Ibo lcucd prcmJ-. aJ\a- ooco obc.aiocd. ohou1d ocuo 
._ my -. fala 1--0 80I -ia. I{ i.-_._ llddttloul drill.iq or rcwortdq opcndoas wlchln sixty (60) days aJ\a- atdl CCIA!ion, and th1a lcaJC abaJI mnalo In full 
bea _. tifroc:t for 10 lo-, .. ..c.ti opcndou ooadauc In good fWdl md la ~ 111- wilhouc lnccm;q,tlom IOtlliq more Chm alxty (60) days. IC audl drilling or rc:woc1do& 
..,_... ,-11 la Ibo produc:doo ol on or ps, lbe lcae ..it raula le (1111 roroc and dfoc:t for ao Ion& u oil or pa la produced from the lcucd prc:mhc:a In ~I qu,ntltles or peymCllt of 
._4 oil or pa -0 ,oyaldea or~ of oom.-.-,Y royaltl,,_ Is made u provided herciD or u provided by law. [( lhe drillbls or rewondnc opcndocu l"CIWI lo the compldioa o( a wdl 
.. a *1 IIOle, lbe lcae will eot la:1Blulc If Ibo 1-oommmcca additioul drllllng or rc:woc1do& opcndoas withlo alxty (60) • atlcr tbc oompldloa of die wdl u a dry bole, and thls 1caJC 
..U ,_.. la dfoc:t IO loq u i.--dnucs drllllng or reworldilc opcnliollJ In eood &1111 and la a ~ 111M111Cr wilbout lnu:mq,dom t.oaliq more Ihm sixty (60) dayl.. '-­
..a p'YC wriuc:a eotlcc lo Ibo Ocacnl lAad ()ffi()C wichln dlley (30) days ol my ocuadoa of produdioo. 

IL. SH\Tf· lN ROY AL TIES: For purpoacl1 o(dlls paracrlC)b. "well' mems •Y wdl that bas bceo ualpicd I wdl number by tbc ltal.C apac:y baviog jurudl_c:dco ova the produc:doa o( on 
and pa. If • my lime after tbe txplndoa of Ibo prim.my - of a lcuc lhtll, mcil bdq lbut la, wu bdq m alocefocd la foroc and dfec:t, a wdl ci,pablc ol produolAi oil or ps In payiq 
quantitla Is localod oa lbe la90d prcmJ-. but oil or ps la eot bdq produood (or bdc of suitable produc:doo Cadlltlc:a « bdc of a suitable mame, lbco Lcuoc may P'Y u a abat-ai oil « ps 
royalty. mnCllml oqual IO dooble Ille -oa1 rmtal providod In Ibo leue. but DOI leas fhlll Sl,200 I YCII (or c:8Cb well a,pehle ofproduc:i.q oil or ps lo pll)'b,.a quantities. To be dfcc:dYC, 
ac:ta lnhl.i .__. oil or ps royal\)' mut be pllid co or bdorc: (I) Ibo c:iqJintioD of the primary tam., (2) 60 • al\Cf Ibo Lcuoc CC&1C1 to~ oil or ps &om the lcucd prcmtac:,.. or()) 
60 days after-1-_.pa.. a drllllng or ~ opentloa le IIOCOfdmoc widl lbe lcuc prowioDI; wbkbcY<r dtllo ls lailal. If lbe llhut-ai oil or ps royalty ls paid, Ibo lcuo aha!I be 
~ 10 be a prodlaciq lcae md tbc ~ ..ii CX1md tbc ICnll, of Ibo lcuc lor I pcrlod o( - 'fCII from Ibo awl of the prim.my lcnll, or Crom lbc lint day of Ibo mood, foUowio& Ibo 
eoada la ..Well produc:doo ceaod, md, lfta- du(. If ao suitable produc:doo Cadlltlcs or aultlble mamt for die oil or ps cxbu, Lcucc may CXlclld the kue for four more IIUCCCUive periods or 
- ( I) r:-by ~1 die - - eacb yo, oa or bclcro Ibo apndoa of eacb lbut-lo yew. 

ll. COMPENSATORY ROY AL TIES: ff. durinc die pc:riod Ibo lcaJC la kql( lo dfec:t by pqll!Clll of die lhut-ai oil or ps royalty, on or cu ls lold and dcllvcrod lo J>IYlng qumtltles 
frcm I wdl localod within ooc lhouAod (l,000) foct ofchc leucd prcmlacs and oompldcld IA 1bc umc produdoc raavolr, or IA ltJ..)' cue IA wbldl dralo.aic ls oceurriDc. lbc ricbt IO coat.louc IO 
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uatala lbc lease by p&yiai the ahut-io otl or ps royalty ehall cease., but me lease lhalJ remain dTcc:dw, ror the rcaw.odcr o( me yCM ror wblch lhe royall)' hu bcaa p,,id. The Lessee m~ 
aamtala lbc lcac ror four more IIIICCc:Ulve ye.rs by Lcucc pcyia1 COlllpaualary royall)' Ill the royalty nte provided in the lease ol lhe man::ct valuo or proclucQca from the wdJ ~, the 
chiaa,e or whlda b complcu,d in the - procluci.a.1 rua¥Oir and witbln - dsousand (1,000) feet or lhe leased premises. The C0111pcnwory royalty b IO be paid monthly IO the 
Commimoocr bcpmu111 oo or before lhc last day or the mcath followiq the mootb in which the oil or p1 b produced from lhc wdl cawng the drain.age or llw b C0111pldcd in the same 
prvduciq rua¥Oir and located witbln ooc lbousaod ( 1,000) feet or the leased premises; if the COlllpc:nsalOfy royalty paid in any 12-month period i.s in an lmOWll less lhaa me annual ah.ut-lo 
oil or ps rvyalty, Lcssoe lha1I pay 112 am.ouac equal 1c> the dilfcrcacc witbln lhltty (30) days from tbc cad or the 12-mcath period, and DOOC ol lhcac provitloos will reliCYO Lcucc o{ the 
obllplioa ol rcasocablc devdopmcot oor the obliptioo IO drill offsc:t wcll.J u provided in NJLC. Sc:ccion 52.0J.C; howew,r, Ill the dctcrmlawloo or the Commlssloocr, and with I.be 
Commluioocr'1 writu:n lllppnlV&1. the payment of compc:nsalOfy rvyaltica aha.II utis{y the obllptioo lo drill offset wdl1 Compc,isalOC)' royalty P9)'1Dcnta "'iucb we DO( timdy paid will accnie 
pcaalty md Ulla'cSl in ecoordancc witb Plfqnipb j o( thla lease. 

ll. EXTENSlONS: IC, Ill the expiration ol lhe primary tam of thla lease, produc:tioo of oil or p1 lw not bccll obtained oo the leased prcmixs but dnlJU13 opcnatiOQJ ltC being oooducted 
tbcrcoa ill eood faitb aod in a good and wodananlikc manner, Lcascc may, oo or before th.c expiratioo of the primary lcnn, file in the Gcocral L.aod Office wntlco appliQtloo IO the 
Commluioocr or the Gcocral L.aod Office for a thii,y (30) day cxtcnsioo olthi.s kasc, accompanied by payment of Three Thousand Dollars (SJ,000.00) if thla lcasc coven dx bWldrcd forty 
(640) IICl'CI or lcaa and Six Thou.sand Dollars {S6,000.00) Ir thla lease coven more llwi aix bW1drcd forty (640) 1oCTC1 and the Commissloocr aha.II, ln writina, extend thla lease for a thii,y (JO) 
~ period from and aJ.\cr the expiration of the primary term and so long thcrcafla- as oU or p1 is produced in paying quantitica: provided fUrtbcr, that Lcasce ~ . so lcaa u aueb drilling 
opc:ndoo.s 1tC bclag cooducted awcc like appliQtlca and paymcru dwing any thii,y (30) day extended period for an addltloo.11 cxtcnsica of thirty ()0) days and, upon receipt of such 
applkadca and paymcot, the Commlasl.oocr &hall, in writing, again extend thla lease ao llw Ame aha.II remain in force for such additloo.11 lhirty (30) day period and ao loog thcrcaficr u oil or 
ps IJ produced in payin1 quantitica; provided. bowcYer, llw tWa lease aha.II DO( be extended for more than a tow of three bundrod ninety (390) da)'1 from and after lbc expiration of lbe 
primary lam unlcaa production in paying quantluca lw been obtained. 

U .. USE OF WATER; SURFACE: Lcucc aha.II have lbc right to 11SC water~ ca Uld land occcuary for opcnatiOIU bcttundcr and aoldy upoo lbo lcasod premises; provided, 
loowewr, Lessee ab.alJ aot ue pocable W'&lcr or W&lcr suitablc for livesloclc or irriptioo purpot,ca for W'&lcr Oood opc:ndoo.s without the prior written cooscnt of l..cs.sor. Subject IO i lJ obligation 
IO pq ..face damalU, Lcacc ehall haYC the ricbt IO use IO much ol tbe IUrface ol the land that may be rcasocably nccessa,y for drillln& and opcnatin1 wdls and lrm1Spor1in1 and mu1cctln1 
dac production tbc:rmom., IUc:b usc IO be coodudcd under cooditi011J ol leut b\jury IO me IUrface ol the land. Lessee aha.II ~ IW'faco dam&gca lo III amount act by the OcocnJ Land Office 
fee IICibcdulc wbk.b is dTcc:dvc oo Cbc date wbeo tbe activity rcquiriq tbe payment of IWfacc damqea occun 

LS. POLLUTION: In cleYdopiq tbla area, Lessee lhalJ use the hi&bcat clep-ce of care and all proper aafecuarda IO prcw:nt pollutlOll. Without limiw:ia the foregoing, pollutioo of ooasw 
wetboda, utunl ~ ~ and impounded, Wiiler lha1I be prcw:ntal by the usc of oootalnment f.cilatlca aufficient to prcw:nt apilbgc::, sccpqc or cround water coo.tamlnatioo. tn lhe 
eYCUt ol pollutioa, Lcucc ehall u.,e all mcms III ilJ dupmal to RICllpQltC all CIIClpOd ~ or other pollutant and lhalJ be l'Clp(IIUible for all damqc IO public aod private propcrtiea. 

(A) UPLANDS: Leacc lhalJ build and maintain fcoccs cvuod lta duah. 111mp, -S chiaa,e pita and tank battaic, ao aJ to protoct livestock apwt lou, damqe or iqjwy; and upoo 
compldioa or abmidoamc:at ol 112y wdJ or wdh, Lcasoc lha1I fill aod level all dush pilJ and cdlan and oomplctcly dean up the clrillln1 site of all rubbish thcrooo. 

{B) SUBMERG ED LANDS: No clucbarse of lolid waste or prbege lha1I be allowed lnlO St&Lc waicn from any clrillin1 or 1Uppo,t vcsxu., production plalform, crew or aupply '-1, 
'*re. J-dc-up ris or other cqulpmc:at 1oc:acd OD Ibo leased &Ra. Solid wasle ab.all i.odude but ab.all aot be limital IO contaloen, cquipmcot, rubblah, plastic::, glua, and any olhcr ma.o-<Udc 
~ Items. A s(p mwt be dupl.aycd In a lllgb nffic area oo all YCUds and IDmoed platfonnJ IWlna. ·~ of any aolid waste or prbage Into State Waters from vcsscls 
or pudon,u lJ ltrictty prolu'bited and may aubjcc:( a Su.le ofTcu.s leuc to forfeiture." Such 1ta1cmcnt ehalJ be in lct1crin& or Ill least 1 • in dz.c. 

(C) RIVERS: To Cbc CXl.crlt llCCCl3U)' to prcvmt pollution, the providOIU found lo aubscctiOIU (a) and (b) ofthla paragraph aha.II a!Jo apply to rivaw and riverbeds. 

(D) PENALTY: Failure IO comply with the rcquircmcrita o(thla provlJ:ioo may ,-at in the maximum s-aJty allowed by law including forfeiture oJl.be lease. Lesscc dla1l be liable for 
tbc "-aca QWCCf by aucb Cailurc and any COIU and cxpcruc1 Incurred in dcanins ltCU alrcctod by the ducbargcd waste.. 

l'- IDEN11FICA TION MAJUO'.RS: Lc:aoc lha1I c:n,ct, • a diltaaoc aot to cxcccd IW'CO(Y..fivc (2S) foct from each well ca the prcmiac:s cow:rcd by tbla lease, a legible sign oo wbldl 
..U be allied tbc - ol Cbc opc:nmr, the 1ca,e dcsipatioo llld the wdl aumber. Wbcrc two or 1DOrC wdlJ oo the amc lease or ...-bcrc wdlJ oo !WO or more leases arc ooo.occ:tcd to tbc Ame 
tmlt blac,ry, wlldbcr' by iDdmcklal Dow 1i11e CCIIDCICtiom diroct to the IIDlc or tlllb or by uc ol a multiple bcader l}'IU:al. each line bdwccu each wdl and IUch tank or bcader ahall be legioly 
ldallificd III all times, eitbcr by a firmly llllxbcd tq or pble or 1111 ldcoJiCiclidon property pelDtcd oo such line at a dislaocc aot IO cxcccd three (3) fccr Crom such lanlc or bcadcr oooncct.ioo. 
Said l(pu, lap. pl.atc:a or ocher ldcnlificatl011 111.-kcn lhalJ be mamtalncd lo a lcai1>1c cooditioo throqbout the &crm of thla lease. 

11. ASSIGNMENTS: The \cue may be tnmslcrrcd Ill lO)' time. All lrwll{cr, mu rc:fcrmco the leuc by tbe file 011111bcr and muat be recorded in lhc OOWII)' where the aru is IOCIICd, lllld 
lbc NCordod lnm(c,r or a copy ocrtifiod ID by die C,ounl)' Cleric ol the OOllll(y where tbe b'IIU{er i.s rcoordcd muat be filed in the Gcocral Land Office within ninety (90) days of the cx.ccul.ioo 
ct.te, • p,1Mdcd by N.ll.C. Soc:tioa Sl.026, IIOCIOlllpmicd by tbe 6li.ag fee prc,cn'bcd by the Gcocral Land Offioc rule, in dfoct oo the dale ol roc:dpt by the Gcocral Land Offioc of such 
lnllSCer or ccrtificd copy lbcrcoC. EYUY tnoafcrcc lha1I IIICiCCcd IO all rishts llld be sulijoct IO all obliplioo.a. liabllitica, aod pcaaltica ov.,:d 10 the Stw by the oriainaJ ICIICC or any prior 
lnllSCcrce oltbe leuc, loch,dlq 112y l.i.abilitlea IO tbc - for uopaid royalties. 

II. UL!.AS&S: Lcacc may rdease tbe richta crmiecS bcreundcr IO the State at any time by RIOOl'diq the release In tbc cowuy where th.lJ area IJ sllllalCd and filing the rcoordcd release or 
ocrtifiod copy ot - ID tbe Oai,nl Lmd omoc wltbln aiacty (90) days after iu cxocutioo accompml«I by the filllla fee prc,cn'bcd by the OcocnJ Land Office rulca lo dfoct ca tbe date or 
roc:dpt by tbc Gcocral Lllld Office ol lUCII rdc:uc or ccrtificd copy tbcrcol. Sodl rd ease will aot haYC Cbc droct ol rcleasln& Lcucc from IIIIY liabilil)' tbcrc1ofore ~ in r.vor of the SUllc. 

1' .. UEN: lo~ witb NJLC. Soctioo Sl.136, the Statc lha1I have a fine Ilea upoa all oU and su produood from I.be area cow:rcd by tblJ lease to eccuro payment of all unpaid 
~ llld oCber lllllll ol mooey that may bcoomc due uoder lhla 1caJc. By -.ept.aoce of tblJ 1caJc. Lcucc ,nolJ tbe St.lie, in addition IO tbc lien provided by NJLC. Section 52.136 and eny 
oCber IR)liclble ututory lleo, • cxprcq conir.ccual lien oo and toCUrity intereat In all leucd mlnen1s in and c:xlractcd from the leucd prcmlsea, all ~ wbkh may accrue to Lessee 
&cm dlo Ale ol lUdl lcacd m.lncnls, wbc,tba- audl procccdl arc bcld by Lcucc or by a third '*'>', llld all fixtures oo and lmpnMU1crit1 to the !cued prcmiJca used in ooo.occt.ioo wilb die 
prodlldlaa or proocalq ol lUdl leucd miAc:n1a lo order ID KIClll"C the ~ o( all royaltica or other lllllOUlltl duo or IO bcoomc due under tWa lease and to accu.re payment ol any dam.-gcs or 
1oa 1111 Lcaor may IUUer by rcuoo ol Lcucc'a bmlch of my OCM:Unt or cooditlon ol thla kasc, wbcthc:r cxinu or implied. Thia Ucri aod accurity inlcl'Clt may be foreclosed with or 
wlci-t oourt procccdi.ap ID tbe manocr prwldcd In the 1illc I , Chapter 9 ot tbc Tcu.s Baslnca and Commc:n,c Code. Lcucc agrees llw the Commlsslooer may rcqu.lR Lesscc IO cxocutc 
llld ,-'Cl IUdl lmcnimeota u may be f'C&ICftllbly -,. to adcnowlocf&e, attacb or pcr(oct tbla lien. Lcucc bcn:by rqxucnta lb.at there ltC oo prior or ,upc:rior Ucm arlaln• from and 
rdatiq IO Lcuco'a activitiea upoo the aboYo-dclcribcd property or from l..cucc'a IICqllU!tioo ol lhla 1-. Sbowd the Commluloocr at &IIY time determine lb.at tblJ rcprc,a,catloo IJ DO( ll'UC, 
dico tbc Comm1uloocr may dcclarc tblJ lease for{cital u p,1Mdcd hcrcln. 

U.. FORPUTURE: lf Lcacc lh.all Call or rdvJc to make tbc ~ ol 111)' - witbio ~ (30) ~ a:llor it bcoomca due, or I( Lcucc or 1111 llltborir.cd agcr11 "-id 1cnowlngly make 
Ill)' ~ rduru or f.wc rq,ort oooc:aulq productloo or drilliq. or If Lcucc lha1I !.ail or rdvJc IO drill any ofl'ld wdl or wcJJa in cood faith u required by law and lhc rulea and n:aulaliOIU 
adop4od by tbe Commissioner o( the Gcocral Laod Office, or IC Lcaoc abould Call IO file rq,oru in the manner required by law or fall IO oomply wllh rulca and n:auladOIU promulpted by the 
Ocacnl Lllld Office, tbe School Land 8-d, or tbe a.n.-i Ccmmwioo, or rc:fllSC the proper authority acccaa IO the rccorda put.alnlna IO opcn.tloos., or IC Lcucc or an authorized agent 
lboaid laiowiqly Cail or rdvJc to clve oom,c( lnforautioo to the proper audiorlty, or laiowiqly Cail or n:fUJC to fumlsb tbc Ocncral Land Office a corre<:t loa of any wdl, or If Lessee abal1 
~ vlolato Ill)' ol tbe IUlcrial proviaocu o( tbla lcuc, or If lhla lease IJ uslpcd llld the uslpiment IJ DOt filed in the OcocnJ L.aod Offioc u rcquln:d by law, the ri&hta ecqulrcd under 
tbla lc.c llbal1 be aubject IO forfeiture by tbe Commiuloocr, aod he afiall forfeit ume wbeo IIUffic:icritly Informed ol the Cacu which au.tborlz.c a forfeitw'c, aod wbeo forfeited tho area abal1 
aplo be aubjoct lo lease lo tbe lugbcat bidder, WMlcr Cbc &&me n:culadom controllins the oriainal Ille of leases. llowcYCr, oothio& bcn:io ahall be ooostrucd .. walvi.aa lhc automatic 
ktlllludoa ol lhiJ leue by opcnlioo of law or by n:asoa cf my apcdaJ limitltloo a.rlslq bcrcundcr. Forfdtutes m~ be act uldc and tbla lcasc aod all riahta lhcmmdcr rd.o.stalcd before the 
rigba ol ~ lnt.cn'mc upon uwiac:IO!y cvldcac.c to the Commwloocr of the OcocnJ Land Offioc of future oompllanoc with lhc provldOIU of the law and of tbla lcasc and tho rules and 
n:gulatiooa that may be adopted rdatlvc bcrcto. 
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11. IUV£JUl£.D TRACTS: IA lbc CYCOt di.la kue cown • ri-ticd. l...csscc ls bcrd,y ~ic:ally crmled thc n&ht ol Cl2llllall domu IDd coadcma•ooa u prov,dcd for in N.R.C. 
Secdoal $l.09l·fl 093, u • put o( cbc oonsidcntloa IIIOYUI.I IO Lestor (or die OCMIWllJ bcrda medc by Lcuoc. 

11. APPLI BU: LAWS AND ORJ LLlNC RESTIUCTlO S: 1\lJ !cue dwl be 1Ubject IO all Nies and rcl'lladons. and micodmCGIJ lhcrcto, promulp!Cd by the c.ommtssioaa of 
6e Gc:ocnl l..eDd (){f'- So\"Cl1Wll millaq and produan1 opcndoos oa Pcnunait Froc Scbool l..-1 ,poct{IC&lly aaclud.q •Y Nies promulpced lhet relate IO plans of opcnt,ou, paymCIII of 
,vywucs. IDd -i.11111 pn,oodurca. IOd .twJ be 1Ubjocc IO all ocbcr valid IUtUlc:I, Nies, rqulauons. onlcn IDd ordiuDca lhet may a!Tccc opcntloo, mdcr die ~ o( lh!J lease. Widiout 
&.Jdq cbc ceocnlll>' o(the forcJOUla. Lcaoc hettby acrca. by die~ o(lh!J lcuc, IO be bound by and IUbjocc IO all 11.tutory and rcaulal,oly provuiolU rcladq to the Gc:ocnl 1-d 
Officle'a ooda.t billio1 ~ IDd audit kariq, pn1ccdulcs Said prov(siou arc CUITClltly fouad 11 31 Tow AclmlJllJnt.ive Code, auc,ccr 4, md Tcus Nllunl Raourcc:a Code Scc:tloas fl.I JS 
Md $l.137 lhroucli Sl.140. IA lbe n'<llt this lcuc cown land (raocblJccl or lcucd or oebcrwlx ucd by a aVlplJoa clutnct or by Ibo Ualled Stllla (or Ibo purpolC o( uviptioa or otha 
,-po,c lnddc:nt to thc opcndoa of a pol1, then LcSJcc Iba.II DOC be entitled IO cat.er or poacu IUCb land without pnor epproval u provided under Soc:tioa 61 117 of the Tcus Wlla" Code, but 
i.a- Iba.II be auitlod to clewlop 1UCb land for oO IDd p.s by cli,-jc,aaJ drilliq; provided. boweva-, chi& DO aurface dnllia1 locatioo may be aarcr lhao 660 fOd and~ pcnnluloa from 
6e Commluloacr of die Oc:acral Laad OOice ls occesu,y IO make Ill)' IUl'face locatioa - daaa 2,160 feet me&M'Cd ll n&ht 111&1a from lbe IICal'Cll bullbad liDc or from thc -
4reclgod bottom edge o( Ill)' dwiod, '1,p. or turulo1 basul wbldl lw bcaa IU1honzod by dMI Ullltod Staacs u a fedcnl project for future -*"Ctioa, •1udicvo- ls -

lJ. R£ tOVAL OF EQUIPMF.NT: Upoa the tcrmlaat,on ofthlJ lease for my -.1...cuec shall DOC. la my ew:at, be pcnaltled IO rcmow the cuina or 111y put of the cquipmc:ot from 
~ proclllclna. dry, or at.ndcxicd wcU °' wells w,lboul the wnuca coascnt o( the Commls&aoocr o( tbc Gcncnl Land Office or Illa eu1horiz.ed rcprcscai.ovc, nor dwl Lcucc. without the 
wriucn coascnt or aald Commluloncr °' Illa outbonud rcprucnwlve rcmow from die lcucd prcmbcs the CUUII or Ill)' ocher oqwpmc:ot, ID.llcnal, machinay, IJIPUIDCCS or propcr1y OWDod 
l,y ~ and med by Lcsscc in the development and p,oduc:tioa of on or p1 tho'efrom unbl ell dry or abandoood wells have bcaa pluuod and wiul ell alush or rcfUJC pet, have bcaa properly 
6Ucd IOd ell brot:cu or diJl:ll'dcd l11111bcJ, mlChlnay, or dcbns Iba.I.I have bcaa rcmoYod from the premises to the allufacdoa of the said Commiuioacr or his authclruod rcpuai.wlvc 

14. FORCE MAJ£UR£: Should Lcucc be PfCVCllLod Crom compl)'in1 wich any c::q,rca or Implied covmant or this lcuc, from conduc:11l11 drilhna Ol)Cl'IIIOIIJ cha-. or from prodUCUII 
GI ,wJ/or ps tbcrdrom. el\cr dfon medc in eood faith.. by ~ or-. rcbdlloa, riou, atrilcs, firc:a, acu or God « Ill)' order, Nie or rcgullllon or covcmmcntel autboril)', thco while ao 
~ t.a-'1 obOptloa IO comply with aach cownant ahall be ~ upoe proper and udJfKIIOf)' proo( ..-led IO lbc Ccmmlaloocr ol thc Oma,,1 l..eod Office in lllppOl1 of 
a.-'1 C011tcotloa end Lessee shall DOC be liable f« clemegcs f« Callun, IO comply lbercwilh (except la the eva:11 of leae opcrllioo, au.spmdcd u provided la the Nlea and rcgullliOIIJ 
edopccd by the Sdiool l..-1 Bowd); and this leuc ahall be extended while and ao 1001 u t..csace Is prevented, by any aach caux. from drillina. reworldna opcndODJ or produdng on eoclAlr 
ps from the lcucd prc:ml.sc:s; provided, bowcvcr, th.el DOChina bcrcin-shall be coaswcd IO ausi-d lhc ~CIII of l'Clltw dutin& the pru,wy or CXIClldod term, nor IO ebridcc Lessee's right Id• 
.upcnsioa under my opplieable - of this Suite. 

15.. LEASE SECUIUTV1 l...csscc lba.lJ talcc lhc hl&bat dcp-ce or c:are IOd ell propcr a!c,-ds to protCCC lald prcml.aca and IO prcvau theft o( oil, pa, and otba hy<troc.rt,oaa producdr 
&om aald lcuc. T\u Includes, ~ ls DOC limltod IO, tbc lnalallllloa o( ell _,, c,qulpncnt, -1a, lodca, °' ocher appop{u ix-,,vc ckvlcea cm or Ill ell eccca pews III die leae11 
produc:doD, pd>crlq wl IIOrlge l)'ltcmJ where theft o( It~ QI! occur 1.-ahall be lieblc for die lou o( my ltydlOQrbcxu rauluq er- diet\ and .twJ pay die Stu of Tau 
,oya.ltles lhCROG u provided bcrcin oo all oil. p1 or ocher hydroc:arbom IOlt by -.. of tbcft 

1'. llWUCTION OF PAYMENTS: 1.1; dun.oa lbc pnm.wy t.crm., a poroa. o( tbc lwl ~ by th1J lease la IDdlldod widwi die boomd8ria o( 1 poolod 111Ut lhet 1au bcaa IIPfll'OYod by 
6e Sdlool L8od Bo.rd io ~ wilh Nlllnl lwour'ccs Code Scc:tloas S1 IS I ·$l. I Sl, or IC ll my 111110 aft.a die apinboa ol tbc pnmMy 1c:rm or die alaMlcd 1a11t, this IClsc CCMn • 

a.-.- -bcJ o( IICl'CI daaa lbe IOtal - dCla,1,od hcrdll, payments lhet are Ill.Ide OD • per acre bub baWlldcr &hall be roduced ~ IO tbc 1M1mbcr o( IICl'CI pooled, rdcucd, 
w1wdaed, or oC11a;,,ue eeYa'Od, ao CblC pcymc:ota cldcnnlacd oa a per acn bail mdcr die ICnU ot th1J lcae duriq Ilic primsy ICrm lbell be c:alewllcd buod 11pOi1 tbc Drmbcr of 8CRI 
-.de lbe boaDdorlc9 o( a pooled anit, «. I{ aft.a die cxpinuo. of die primlry la'm, die aumbcr o( acra ec:tully rcumod 111111 oo--od by this le.ta 

11. SUCCESSORS AND A.SSICN : The oow:o.aot1, coadltloa.J and ..,--mu COll!aulod llcrcla dwl almd IO and be bindiaa apon the bdn, cx-un., odm.l.a.lwllon, aucccaon or 
-'Pl o( Lc:uoo bcrda. 

11. ANTIQUITilS coot:: IA the CYc:ot dill my fC8tllre of wcbooloslw or h.lacorfQ) lolc:mt ls CDCOUlllCrod durina lbc eccmua aalhori.zc,d by th1J 1cuc, 1.-will lmmodialcQ' ceuc 
~ Md w{D ... odiaedy DOCi(y cbc o--al 1.-.d Offioo IDd lbe Tcxu I ll.iorical ec.a1alloa IO lhet ~ - Ill.I)' be IIIWlcrtab,;, IO proC,ocl or ,_. auda ddocM:lia or 
llldiap. • ~ 1.-la cq,rcat, pl.-d oo DO(joc o(cbc Hlllloaal IG.o.icol ~ Ao. o( 1966 (1'9-19-66, IO StmM 91S; 16 U.S.c.A. 470) t..csace ahalJ comply widl Cbc 
A8tiquldcs Codo alTc:ua, Ourpca-191 , N111unl ~ Code, u amcndod.. 

1'. Vf..NUt: 1.- IDd ie.-, IDdudioa kuoc'1 aucccaon IDd aulps. ltc:rd,y ~ thll VC11uc f« my dlsp.;IC lrialna OUI a( a proviJloo of thlJ lcuc, wbdbcr cxprca or Implied, 
,eprcliq laterpnudoe ol th1J kaJC, or rcllti.na in 111y ~ IO di.la lease or IO eppllcablc cue law, -»ta.. or edm.inuu1,tl¥C ndcs, .twJ be ID • COUit a( c:ompc:cmt jwudictloD locllcd Iii TraviJ 
Colml)', Slac o(Tcx:u. 

JO.. LI.ASE PILING: l'llnuaat to Cluf,ccr 9 ollhc Tc:x. 8111 • .t Com. Code, th1J loue must be Ii.loci o(n,cord la lhc oCflco o(dM Olunly Ocrlc la IQ)' ooun(Y la '"11ic:b all or IQ)' part oflbc 
lcuod prcm.ltcs ls loc:lilcd, IOd catifiod copies thcrco( IDIIJ( be mod iD cbc Oma,,I Lind ()(Ike. 'The puaibod filaq foe ,hall -!*')' tbc ccrtJ.Ood ooplea IIClll lO the Gc:acral Land Office 
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l 1. txEC\JftON: lbls oil and ps lcasc mu.st be signed aod .cknowlcdged by the Lascc be(OC'C it is filed of rcoon:t In the county records and lo the Gcncnl Land Office of the State or 
Tcxu. 

LESSEE 

TITLE: _____________ _ 

DATE: _____________ _ 

c..o 
i ~ TESTIMONY WllEREOF, witneu the signature of the Commisslonu of the Gcncnl Land Office of the State of Tex.as under the IC&! of the General Land Office. 

; 
AP ROVED 

ntcoll~ 
Lqal 
DC 
so ~ 
Euc __ _ 

STATE OF _________ _ 
(CORPORATION ACKNOWLEDGMEI'('[') 

COUNTY OF __________ _ 

BEFOR.B MB, tbe undcnip,d authority, on this day pc:nooally IA)Cat'cd. ___________________ _ 

lcDown lO me IO be the~ whose name Is 1ubscribcd to the foreeolna instrument., u. ________________ ---'of 

------------------------------·aodadmowlcdged IO me llw be executed thewne 

for the purposcs Cid consldcndon tbcrda cxprcucd, in the c:apadty ltltcd, and u the act and docd of said oorponllon. 

Givm Wider my hand Cid acal of office this thc ______ day °'-------------~ 19 ____ _ 

Notsy PubUe lo aod '°'-------------

STATE OF ___________ _ 
(lNOMDUAL ACKNOWL.EDGMEN'T) 

COUNTY OP __________ _ 

Before me, the undcnip,d authority, oo this day pc:nooally IA)Cat'cd _____________________ _ 

mown to me to be the pcnoo.s whole names u-c sublcn'bcd to the forecoina instrument., and ICknowlcdged to me that diey executed the 
ame for the purposcs and consldcntloo thcrdn cxpreucd. 

Oi\lCII uodermy hand and IC&! of office this the ______ day °'-------------~ 19 ____ _ 

Notary l'llblic in and for ____________ _ 
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September 17, 1998 

Mr. John E. Lodge 
Titan Resources, L.P. 
50 W. Texas, Suite 500 
Midland, TX 79701 

Dear Mr. Lodge: 

Thank you for participating in the State of Texas Oil and Gas Lease Sale held on August 4, 1998. 
I am pleased to inform you that the William Herbert Hunt Trust Estate was the high bidder on 
MGL. NOS. 1-36 which have been assigned the lease number M-98598 through M-99632. 

The lease agreements are enclosed and will serve as your receipt for the amount of your bid. 
These leases must be signed and acknowledged by the lessee, and then recorded in the County 
Clerk's office of the county or counties in which lands covered by the lease are located. After 
signing and recording the leases, please submit a certified copy of the recorded leases to the 
attention of Kristin Anderson-Davis at the Texas General Land Office. These requirements are 
material provisions of the lease; therefore, please return the certified copies at your earliest 
convenience. 

The lessee's other contractual and statutory responsibilities are outlined in the lease agreement, 
such as Section 6(B), which requires operators to submit written notice of all drilling, production, 
and related activities. When lessees file specific forms with the Texas Railroad Commission, 
they are required to submit copies of these forms to the Texas General Land Office. Examples of 
these forms are: W-1, Application to Drill, Deepen, or Plug Back; W-2, Oil Well Potential Test, 
Completion or Recompletion Report and Log; W-3, Plugging Record; G-1, Gas Well Back 
Pressure Test, Completion/ Recompletion Report and Log; G-5, Gas Well Classification Report; 
G-10, Gas Well Status Report; W-10, Oil Well Status Report; W-12, Inclination Report; 
Electrical Logs (any scale and within fifteen (15) days after they are made); Directional Surveys. 

Please let me know if you have any questions or need any additional information. 

Sincerely, 

Robert B. Hatter, Director 
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OIL AND GAS LF.A.51:. 
NO. M-ffl93 

WHEREAS, pursuant to the Texas Narural R.c:sourca Code Chaplen 32, 33, $l, 111d Oiapla n, SubchaplaJ A·D aod H, (said Code bcm1 bcntnalu:r referred 10 u N..R.C.). llld subject 10 all 
rule., and regulations promulgated by the Commissioocr of the Gcncnl Land omce md/or the School La.od Boertl pursuant tbcmo. e:od all Otbcr "l)Pticable sw:ut.cs and amClldmcn~ to said 
N ..R.C., the followin I area, to-wit 

S/'l OP Nil & SW/4 O P SECTlON '7, BLOCK 41, PUBLIC SCHOOL LAND SURVEY, C\JLBERSON COUl'<TY, TEXAS, COl"ITAINING APPROXlM.ATELY 310 ACRES AS 
SIIOWN ON THE OF'FlOAL IAP OP CULBERSON COllm'Y ON FlU.: IN TIIE TVC.AS GENERAL LAND omCE, AUSTIN, TEXAS. 

wu. aller bdna duly lldvutised, offered for lease on the 4th day or Aurw1, 1998, 11 10;00 o'clock LJD~ by the Commissiooer or the Gcncnl L.aod omce or the Sta1e or Texas and the School 
Land Boanl or the Stale orTcxu, for the 10lc and only pwpose of pro,pcctiog and dnlllna for, and producu,g od and/or ps that may be found 1111d produced from the above dc,cribcd orca, and 

WHEJU!AS, afttr all bicb 111d remittances which were received up to said time have been duly considered by the Commissloocr of the Gcncnl Land Office 1nd the School Land Board II a reauJar 
mcc:ting thereof lo the Gcocnl Land Office., on tbc 4th day of AUIUJI, 1998, bttetnaller the "effective dale" and 11 wu found and determined that TITAN RESOURCES, LP. whose address i• 
500 W. TEXAS, SUITE 500, MJDLAND, TX 7970 I had offered the hi sliest 111d beJI bid for I lease of the area above described and is, therefore., cntided to receive a lease thc:rcoa; 

NOW, THEREFORE, I, Gany Mawo, Commissioner of the Gcoenil Land Office of the Stale ofTcus, bc:rcinaftc:r ,omctlmc:., referred to IS "Lessor," whose address is Austin, Tew, by virtue of 
the .uthority ~ lo me 111d lo consldcntion of the payment by the bc:rcin.l.fler desipwe,d Lc:uce, the swn of £lsbt Tbouuod Tbn,e Jluodred Thlr1tt11 and 60/100 DoU.r1 ($8,Jll.60). 
receipt ofwbicb is bcrcby IIClcnowledaal and of the ro)'ltie.s, COVCIIIDIS. stipulwons and oonditions oonwned and hereby •arecd to be paid, obterved md performed by Lessee. do hereby dcmue. 
grtn~ leuc 1111d let unto the above mentioned bidder the exclusive right to procpea for, produce and take oil 111d/or ps from the aforesaid 1rea upoo the followlna terms 1111d cooditiOQJ, to-wit 

I. RESERV TION: Tbc:rc is bcrd>y exc:cplcd and rc:scrvcd to Lessor the full use of the property covered htteby 111d all righ~ with respcc1 to the JWUCC 111d JUbcurflllCC thereof fo, 1ny and 
all pwposes i:xccp1 th05C gnntcd and to the c:ru:nt hcmo gnnted to Lcsxe, together with the nghu of 111grcss md egrm and use of Jaid lands by Lessor 111d its mlncnl lessees, for pwpolCS of 
explorln& for and produ=a the m!ocnb which are no< covered, or which may DOI be covered lo the future. wider the terms of thu lease, but which may be located with.m the surface bouodanes of 
the luscd area. All of the rigb~ lo and to the leased p,-cmisc:s rcuioed by Lcssor and all of the ri&J,u lo and to the leased premise., IJ"llltcd to~ hcmo shall be excrcbcd lo such I manner that 
neither shall unduly interfere with the openrioru of the Otbcr. 

l. TERM: Subject to the other provisions hereof. this lease shall be for a term of lhe (S) yean from the e!Tective dale hereof (berc:to called "primary tcrmj 111d IS 1001 thcrcaftcr u odor ps 
Is produced lo paying quaotitic:., from said area. 

l . DELAY Rtl'fl'ALS: If no well be commmced on the land btteby leased on or before the lllNVcrsary dale of tlus lase, thu lase shall tenrunaie as to both parucs unleu the Lessee on or 
before said date shall pay or lender to the CommiJJioner of the Gcocr.i Land Office of the Sllte of Texas II Ausun, Tcus, the sum of One Dollar (Sl.00), pu •en. wluch shall opcnte IS rental 
1nd cover the priVlleae of deferring the comm co cement of a well for twelve ( 12) monthJ from sald cbte. lo hlcc msooer and upon hke paymenu or u:odcrs the commencemmt of I well may be 
further deferred for like pcriocb oftbe same number of montlu succe:uivdy durin& the pnmary term bcrcof. 

4, PROOUCTlO ROY AL TI ES: Subject to the provisions for royalty reductions set out in subpangnph (E) of tlus paragraph 4, upon production of 0tl and/or ps, the Lcsscc agrees to pmy 
or cause to be paid 10 the CommiJJioner of the Gcncnl Lllld Office lo AUJWl. Texas, for the use and bcnc61 of the Stale ofTcus, dunog the term hCffOf; 

(A) OIL: AJ a royalty on oil, which !s defu>ed IS locludlna all bydrocart,ons produced in a liquid form ll the mouth of the well and al.Jo all coodcnsate, disullate, and other liquid 
bydrocarllonJ recovered from oil or ps run through a sq,ar.11or or other eqwpmen~ IS bercuw\er provuled, 1/5 pan of the srou productioo or the maricet value theno( 11 the opuon of the Lwor, 

• ~ "a)ue to be determined by I) the highest poJICd price, plus premium. if any, offered or paid for 0 1]. coodco.we, diJUJlale, or other liquid bydroc:arbonJ, rcspccuvcly, of I hlce type and snvity 
( n 111, aencnl arca wb.cre produced and when run. or 2) the bighell mar1cel price thereof offered or paid III the acncral area wbtte produced 1nd whm run. or 3) the srou procecd.s of the sale 
~f. whichever IS lhc greater. Lessoc agrees that before any gas produced from the land bcn:by leased is 10ld, used or processed 111 1 plan~ 11 wul be run free of cost to Lessor tbrou&b an 

• l~dl oil and g::u scpo.rator of cooventional type or other equipment al ICUI IS cffiaent to the end thal all liquid hydrocarbons recoVffllble from the ps by JUcb mwu will be recovered. Upon 
--zincn cooxnt of Lessor, the requirement that such ps be run through such I scpan,to, or other equipment m1y be Wllved upon such terms md coodibOIIJ IS prcscn'bed by Lessor 

• • -t')) NON-PROCESSED GAS: ~ a royalty oo 1111y ps (iocludina Oared ps), '"hich i• defined IS all bydrocarboru 111d ~ subswlccs DOI defined u oil in subJienirlpb (A) above, 
• ~ uccd from any well on said land (i:xccp1 as provided herein with respect 10 ps processed lo a plant for the extraction of psollne, liquid bydroc:atbons or other produc:ts) IJS part of the pou 

produc'jjon or the marlcct value thereof, at the Dp(JOD of the Lessor, such value 10 be based on the highest maricct pnce paid or offered for ps of comparable quality III the general ITU '"htte 
• r ...iuud and when run, o.- the gross price paid or olTtted 10 the produ=, whichever IS greater prvv,dcd that the ma,umum pressure base in mc:uunog the gas under thu lease con= shall DOI al 

'loy tim~ exceed 14 .6$ pouocb per~ inch absolute, 111d the siand:ud base tcmpmature shall be mty (60) decrees Fahrcnhc,~ COCTCCtion to be made for prcssun, ICCordln& to Boyle's Law, and 
f~ spcc11i1; pvity ~na to ICSI made by the BalllllCC Method or by the mOII approved method of 1csting betna wed by the mdustry at the lllnc of =1-
• • • • • • .... . ······ • 
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(<;) PROCESSED GAS: AJ I royally on 111y ps processed ia a .-,lmc plant or ocher plant for lhe rccovay o( psolille or Olhcr liquid hydrocarbons, ~ pan of lhe rt:Slduc ps llld 
lhc liqwd byd,o,;att,ons c:xnacd oc lhc mlrl.ct value l.hcrco(.11 lhe opc,oa oflhe Lcuor All royllues due bcrcui sball be bucd oa one hundred pcrca1t (100%) oflhc I.Oal plant P")dllClloo of 
rcsaduc ps 111nliuW>le 10 ps produced from thu lcuc, and on fifty pcrccnt (50,.) or tbat percent -.uin1 to Lcsscc, whlcbcvcr Is lhe IJ'Cllcr, of lhe total plant producuoa of Uquid 
h~ 111nliutablc lO die ps produced from dw lease, provided cbaa if llqw4 hydrocatboaa 1te ~ from ps proccs.sc,d ia a plw ia "'iucb Lcucc (or its pArCn1. sublidwy or 
o.llilllle) ow,u ID mlerell. cba, die pcrccnt.asc 8'JPllcablc lO llqw4 hydrocatbcxu aball be fifty pauot (SO"~) or die lushest pcrcc:at ICICnWll lO I dunl pltt)' proccssins ps lhroush such plant 
under . pn,ceslUII asr-,lCl\t nc,ocilled II wm,' lc,iaui (or ,! there Is DO ,uch dunl petty, lhc lushest pcn:cnt then bans spcc:ilicd .. pl'OCCSSUII a,recmcnu or COOll"ICU UI die industry) 
~ Is lhc puur. The rcspc,cuve royalues on ruiduc ps and on liqwd hydrocatbonJ sball be dcl.crmlncd by I) lhe hlshcst owlet price p&id or otTCRd for any ps (or Uquld 
bydroc:a,t,oaa) ol QX!li-able qu.ali1y III die 1cocnl area or 2) die sroa price paid or olfcrcd for 9IKb rcaiduc ps (or the washced •~-.nae sroa Kllill1 price (or die rcspccuvc lfldcs of liqwd 
II~). v,.ii,chCYCr Is die puicr. 111 DO cvc:iu. llowcvcr, ahall lhe royalaes peyu,le 1111C1cr dw pmqrapb be less Iha lhc royalaes wb.icla wowd have been du.e bad die ps DOI bca 
proca.,ed. 

(D) 01111:R PRODUCTS: AJ • royalty on carboo blaclc., IUlphw- or any ocher proc!IICU produced or manufacnircd from ps (cxcepc,01 hqwd bydroc&rboos) v.bcthcr Aid ps be 
"casu,shead, • "dry" or 111y other pa. by lrlctionallll1, bunws1 or any ocher proc:a.m1, 115 pen of poa producooa or IIICb producu, or the mancct value thm:o( 11 the opc,oa o( Lessor, IUch 
mnct value lO be dctc:rmmcd u follows; 

(I) Oa the basis o! the bi&lia1 mMUt price or alCb product, dunn1 the same month ia "'hlcb sucb product Is produced, or 
(2) Oa the basis or lhe S\<cn&c poa &Ile pncc of cxb product for the same IDOllth bl "'1ilcla IIICb products arc produced, "'1ucbe-,cr iJ the IJQlCI'. 

(t) V ARIADLl ROY AL TY: (i) SubJCCI to lhc ochCI' provwoa.s of thu lcuc, 11 ls hereby pn,v1dod !bat ill lhc event producboa ln payu,1 qu&nllaes i.s established punu111t to the lmnJ 
of lhiJ leuc and IIICb producnoo Is broupl on line and Ales thc:roo( 1re commenc«I wilhill tv,c,ity-rour (24) months of the etTCICllvc dale bc:roof, the royalty nu provided hettUI aball be 
rcduccd lO IL7S'/., and sball apply lO each 1111-qucnl well dnllcd and procluccd oa lhc land CO\<cnd by thu lease ProVlded lhlt, if d11n111111Cb tv,c,iry.(ow- (24) month LenD dllnll1 v.illdl 
Laace may c.am • reduced royalty nu of 11.75'/. u bcn:tn pn,v1dod, Lcuec abould dnll ill aood (11th and QX!lplcte the flnt well u • dry bolo oa lhc laod covcnd by lhiJ lcue, LcsJCC may 
rccave • th.rec()) month CXlalSIOD of tho LenD 111 ...tucb to cam a roduccd royally rue by IIJVllll llotlCC 10 lhe Commissioocr of the OcocraJ Land Office. cocnmc:nc:inc dnll1111 opcrlllOCU oa III 

additional well pnor to the cxplration of 111c:h lhrcc ()) month pcnod and prwccutin1 dillsc,illy and bi aood wth the dnU1111 of sucb add,lloaal ... ~u md complctU11 aamo ao tbat producuoa;,, 
Pl)'UII quan1111e1 Is cstabUsbcd and ao tbat sucb production Is brou&lit on line md &Iles thc:roor are commenced prior to the explnboo of IUc:h lhrcc (3) month cxtcnSloo period 

(u') lo the cvau production ia payu,1 (!IWlllUCI Is esublahcd pursuant lO Ibo lcnlU o( lhu leuc and such produc:uoa Is brousht on boo and aalu lhc:roof are commc:ocod al\a the 
expiration of twalty· four (24) moolhs from lbc etTCICllve date bcreoC bul pnor 10 the CXJ)U'llloa oC rony<isht ( 41) moolhs from lbe etTCICllve date bc:Rof. the royalty nu providod bCttUI wlJ be 
reduced to 1,.J7S'Y. and shall apply to each 111bscqucn1 well drilled and produced oo the land co"cnd by this lease. Provided lhlt, if durloa 111cb i..c,ity-Cow- (24) month tenn during wbicb 
Laace may c.am I roduced royalty nu or 1,.J7S'/. u berclo provided, Leucc should dnlJ in aood f'alth and complct.. the lint wdl u a dry bole oa the land covcnd by this lease, LcsJCC may 
rcca,e I th.rec (3) month cxtauion oC tho LenD ill v.tucb to cani • roduccd royalty rue by IIJVUII oodce to the Commusiooer or the OcocraJ Land Office. cocnmcncina drilllna opcndocu oa III 

lddiaoaal v.cU pnor to the cxpU"llloa or suc:h th.rec()) mooth period and prok>CUWII diliac,illy 1111d 111 1ood faith lhc dnllill1 of sucb additional 111,ell and complctina same ao lb.at produc;tioa in 
.-ym1 quanulles Is c:stablishcd and ao llw such production ls broup1 on line and aales thereof are commenced pnor to lhe CXJ)U'IIIOD of such th.rec()) mooth extension pcnod. 

(F) ·o D£DUCl10NS: Lc:s,c,c l&fUI lhll all royalties ICCNill1 to Les.tor under tblJ lcuc aball be without doductioa for lhc COii! or procluan1, 1ra1UpOn1111, and ocherwlso mama the 
oil. ps llld ocher pn,duas procluccd bcmmdcr ,-ty (or aale or oue 

(G) ROY AL TY lN KJND: NO!Wltbstlnd.tnl anythla1 ooatalncd bcn:ia lO lbc ooatnry, l..eu« may, 11 Ii. opciGG, upon DOI less lhaa 60 days -ice to i.a-, require at any time or from 
WDC to lime lhll poymmt o( all or my royallles ICa'\WII to Leu« undcr dw •- be made ia lciAd without doduc:uoo ror the COii o! procluc1111, pmcrios. storins. scpentin1, 1n1a1111a. 
ddlydBu.n.a, comiw-1, proc:culJII, lrlDSpOl11.II& md ocbcrwuc mabzia the oil. ps and other pnxluc:u produced ba'CUlldcr ,-fy for aalc or use. i..-'1 risht to take iu rvyllty ill kind 
shaJJ DOI chmuwh or ncptc l.cao(s nsliu or Leuec's oblipdoaa, wbdhcr aprcu or implied, Wider this lcuc 

(II) PLANT f\JEL AND RECYCLED GAS: No royalty abaU be poyable oa any ps u may rq,rc:sc:nt tbia leuc'1 pn,portionale &bare of any Cud ascd to proc:e$I ps pn>duccd 
bcnUDdcr 18 •Y ~, plant. NO!Wltlulwl&q •)'lhio1 contalacd licrma to the CIOlllJW'y, llld subJCIC( to lhe COIISCIII ill wn11111 of lhe O,...mi•POOCI' of lhe Gcncnl Land Office. 1.cuec 
may recycle ps for ps W\ purpo1CS oa lhe leucd Pfflll1ICS at\a the liquid llydroca,t>oa.s COlll&UICd la lbc ps uve been removed, and DO royalae1 &ball be poyable oa the ps ao recycled lmt1l 
audl wnc u lhc same may lhcRallCI' be produc:od and sold or used by Leucc ID sucb awmcr u to c,illlle Lesaor to I royally thcram under lhe royally provwom of llus lease 

(I) {INlM I ROY AL TY: 0unq •Y )'- after lhe Clq)lnlJOII of tho primary term of lhu lease. If this lease ls mainwnod by production, lbc royalties paid LO lessor bi DO ~'all Jhall 
be lcsa Iha • amount equal to die tocaJ IDIIU&I cklay raiw bcrcui providod, othcrwuc. tbcre sba1I be due and poyable on or bdore lhe last dly o! the month succccdin,1 lhc 11111Uwnary date of 
Iha leuo a IIIDl equal to the total 111111ull raiw less the amOUlll of royalaes po.id dunq the prccc,dUl1 y~ 

(J) MARGLNAL PROD CTION ROYALTY: Upon Lcucc's wnu.... lppilelllon, the School Land no...d may reduce lhc royalty rile act out in Iha porqrapb and/or lhe lllUWIIWD 
rvyllty ICt out ui 111bpuqnpla <4 (I) to cx1Cld lhe ccaoomlc li!e of Iha lcafC 111.d --,c -ay of ol] or ps cbaa tDJslil othCl'wue l'alWll WIRICOvc:rod. Aay auch royalty rcduclloa mu.st 
conform IO die reqwraDCflU o{ •Y Scbool Lad 8-,j ldawwlrll,ve ndes Oii thu IUbjc,ct. Roplty ml)' DOI be reduced below tho 8'JPllc:abl• UNtory lllUWIIUIB 

s.. ROYALTY PAY'r.CENT'S AND REPORTS. All royalde, DOt lllCfl UI land aball be paid lO lhe Ccmmluloocroflhc Omcnl Land Office II Auru.a. Texas, UI lhe (ollowu,a awina­

h:y,DCIII o( royalty oa produetioD of ou and ps aball be u pr,Mdcd la the rules 1e1 (onh bi the Tau R.el1JICI' Rules cum:nlly pr,Mde lhll royalty on ol] Is due llld mu.st be receiwd ia lbe 
a-nJ Land Office on or bdore tile 5111 dly or tile ICOOlld mootll suc:cecdin1 lhe mOlllb of produaion, and rvyllty oa ps Is due and mu.st be rccaval in the Omcnl I.And Office oo or bdore 
lbc 1'th dly or the ICCOOd month succeedUl1 lhc mooth or produaion, accomporucd by the affidaV11 or the owner, manascr or other 111lbon.zod &Jell, completed bi the rorm and IIWIIICI' 

prcxnl>cd by die GcDenJ Land Office and sbowin1 lhc poa amowit and dispo.ition or all oil and au produced and the market value of tho oil and ps. toacthcr with I copy of Ill docummta. 
rccordJ or reporu ooafinnia1 lhc pou produaioo, dapolabOD md m.1cec value UICludin1 ps meter rcadulp, pipelli,c recc:ipu. ps line receipu and ocher checla or memoranda o{ wount 
produc:od and pu1 into pipelines., tanb, or poou and au lines or ps .unac. llld 111y ocher reporu or record, which the Omcnl Land Office may require to verify the pou ' 
dupc)saaoo and marl<.ct value. Ill all cua the oulhonty of I mmAfCI' or qcut to Id (or the Lc.uco bc:reui mU.11 be r.Jcd In lhe Omcnl Land Office. Cacb royalty poymc,it aball be • ~«i 
by a cboelc stub, acbedulc:, summary or och« rcm.iWlDco advice sJiowu,1 by the us,sncd Omcrll Land Office lease number the amount of royalty bdoa paid on each lease. I{ Ltssee poys J 

rvyllty on or bdore thitty (30) day. after the royalty poymc:at wu due. then Lcsscc O"'es I penalty o( 5% Oii the rvyllty or SlS.00, wlucbever Is puter A royalty payment wb.icb ~ 0-~ftQ:r 
(30) days Ille sball 1CCtUC I penalty or 10-. oflhe royalty due or ru.oo v,.11lcbever Is IJ'WCI' lo lddilion to I penalty, royaldes aball lCCNC lntcrCSl at I nu or 12~~ per year, such 1crcJ1will 
belUI IICCNllll wbc,i the royally Is uxty (60) days overdue. AffidaVIU and 111pporua1 clocumc,iu "'iucb arc DOI r.Jcd wbc:a due shall Incur a penalty lo an IIDOWII set by the GcncnJ.Land 
Office admlnunuve rule wluc:h Is drec:tlve on the date wbc,i the affidaYIU or 111pporua1 cloc:wnc,iu v.crc due. The Lessee shall bear Ill responsibility (or poyui1 or cawan1 '"-to be 

:d~~~ ~~:~:::= =~!"~C:~; ~= ~! =yioia ~o= ~bi~~ Ss~.~~':;':~~!«1 ~ ~=0~: ~~c 
datputa u to Cait a..-ltet value : • • • • • . . 

'- (A) RESERVIS. COl'ITRACTS AND OTILER R£CORDS: Lcssc,c shal.l 11111ullly f\&nuab Ille Com.mi1J1oncr of lhc Omcnl Land Office with ats bc:11 pos.a"blc est1m&1e of oil Ad au 
racrws uncleri)'UIS lhu lease or lllocable to Iha leuc and aball funiula &lid Commiuioocr With copie1 of all ooab"ICU under which ps Is aold or processed md Ill subscquc,it ~'I ,ad 
1111c:admcnu io sucb CODIJ'KU willwl duny (30) days aft.er m1tn111 mto or llllbD1 such ~tnaJ. aa:r-nc:ats or amcndmCIIU. Soc:b coab"ICU and qrc,cmc:au wb.cn rccet~cd by_ 0c • 
Land Oflkc aball be held UI conficlcnce by die Omcnl Land Office lllllesa othcrwue 111lhorizod by Lesa« All ocher CODlr'ICtl and ,-di pauuwll 10 the producuoa. trlnlpOrtlllOII, 

man.ctU11 of the ou and ps produced on 111d premJ.,c.s, iacludia1 die boou and eccouots. reeapu and duchattcs of all we.Us. WW. pools. mctcn, md ptpeluia JhaJJ 11111 llmes Gr.qi 
wpcctioa and cxam111ADoa by tile Commiwooer o{ lhe Ococrll Land Office. tile Anomey Ocnml, the Gc,,..anor, or the rcprcscnWlve or any or them. • 

2 

.. 



(l)) ORILLINC RECORDS: Written oodoc o ( all opcradons oo thb lease shall be submancd to the Commusiooa- o( the Ocncnl Land Office by Lcsscc 0t opcn.lOr five($) da)'J before 
'l)lld date, won«>vcr, rc-aitry, tcm.-vy abandonmcnt or plus and abandoruncnt o( any well or wells. Such wriuco oodce to the Ocncnl Land Office shall include eopid of Railro.d 
Commusioo forms for appllcadoo to dnll. Copld o( well ldll, complclloo rq,cxu and pluggi,,1 rq,cxu &hall be supplied to tho Ocncnl Land Office a1 the tlme they arc r.Jed with the Tcxu 
Railroad Commissloo. Lcsscc ala.II supply the GcocnJ Land Office with any records, memoranda. .ccounu, rq,oru, cuttings and cores. or othO' infonnatioo relative to the opcradoo or the 
abovc~'bcd pmniJeS, wbid> may be requested by the Ocncnl Land Office, in addiuoo to tho6c bcrcln cxpcusly pn,v,ded r0t. Lessee ala.II have ran electrical andl0t radio.cdvity IWVcy 
made oo the b«c-hole section. from the b&so o ( the swface -ins to the toW depth of well, of all ,..eJ!J drilled oo the above dcacribcd premises and shall transnut a lr\lc oopy or the 101 o( each 
survey oo each well to the Ocncral Land Office within fif\ecn (15) days alter the making or uid IW'Yey 

(C) PENAL TIES: La.see &hall Incur a pau.lry whenever reports, documcnts 0t other maic:na!J arc noc filed ID the General Land Office wbcn due:. The pcnalry for late filln1 ahall be set 
by lhe Ocncnl Land Office adminlsu'lu:ivc ntle wlud, ls cfTcctJvc oo the dale when the mau:nab "'ere due lD the Ocncral Land Office. 

1. RETAJNEO ACREACE: Nocwuhsunding any proviJloo or thb lease to the coalJ'lt)', alter a well pn,dudng or capable of produetna otl 0t cu has been completed oo the lwed 
premises. Lcsscc ahall exacbe the clill1cnec of a reaJCICllbly prudent opcn!or in drilling auch addiuooal "(ell or wcl!J u may be reasonably accessary for the proper development or the leased 
prcmlus and in manccuna the pn,ductioo thereon 

(A) VERTICAL: In the event thb lcuc is in force and effect rwo (l) yan a.fur the expinrloo dale of the primary or extended t.crm II shall thai tcnrunale u to all of the le&Jed prcmlJes. 
EXCEPT (I) •o ICT'CS IU1TOWldin1 each oil well capable of produdn1 In pl)'ina quantioes and 320 acrcs IWT'Olllldinl each ps ..... 11 capable of pn,duana In payui1 quantiucs ('u,cludin1 a shut· 
In oil or ps well u provided in Panla:rapb 11 bacof). or a "'ell upoo wbid> Lcsscc lJ thai mpJed in coolll>uous dnll1Dg 0t ~I opcnliOQJ, « (l) the nwnbc:r or ac:ru lndudcd In a 
producing pooled unit pursuant to Nanni R.csourcc:s Code Sections 52.151-52.153, 0t ()) sud, putcr 0t lesser nwnbc:r of acres u may !hen be allocated f0t pn,ducuoo purposes to a pnndoo 
unit for each sud! producing well under the rules and regulauons of the lw1road Comm1uloo of 1 cxu, or any success« agcocy, 0t ocher gO\'drumcot.al authonry bavtDI Jurisdictioo Witlun 
90 days of a partial 1crmlnatloo of thb lease in accordance with thb sut,p.ragnpb and upon paymc:ot of the minimum filina fee set by Gc:ocral Land Office rules In c.lTcct II the time of the 
P"'UJll tamln.atlon, Lcsscc ahall have lhe right to obtain a surface lease for lncreu and epu, oo and aaou the tcrminalod ponioo of the lcucd pranlsc:s u may be rc:uonably acccssa,y f0t the 
cootinucd opcntioo of the portions of the lease rcmalnln1 In rorce and effect. l{ Lcsscc falls to apply (or a surface lcue within the 90 day pcnod q,oc,fied above., Lcacc may a;,ply {or a 
mace lease from the Land Office, but the Land Commissiooer has tho dlsactioo to snot 0t daiy sud> a;,plicadoo and to Id lhe fee f0t sud> surface lease 

(D) IIORl20ITTAL: In the eva11 this lease is in force and effect two (l) years alter the c:q,intloo dale of the pnmuy or cxtc:odcd term it shall f\lnhcr lcrminalc u to all depths below 
100 feet below the toW depth drilled (bcrcinallcr •dc,q,cr depths•) In each well loeaied oo ac:rcqc rculned In Pva.gnpl, 1 (A) above, unless oo or before two (l) YQIS a.fur the primary or 
camd,cd t.crm Lcsscc pays an amount oqual to ooc-bal{(l/2) oflhe i-us originally paid u c:onsidcndoo foe thu lase (u spcafied oo p11e I berco(). If sud> amount Is paid, thb lease shall 
be In force and clrect u to lllCb dc,q,cr dcpdu, and sald t.crmlnadoo shall be delayed f0t 1111 additlooal period or rwo (l) yQIS and ,o loog thaullcr u oil or ps Is produced ID JISYUII quaz>brics 
from lllCb dc,q,cr depths oovcrcd by thiJ lease 

(C) 11)£Nnl'ICATION AND FlLlNC: The sunacc acrcagercwned bcrcunder u to each well ahall, u oeariy u pncdcal, be in the form of a square with the wcll locau:d In the ccnta 
lhaco{, or sud, othO' ahapc u may be approved by the School Land Board. Wilhin duny (JO) days a.fur P"'UJll ta"minsdoo of tlus lase u pn,v,dcd hcttLD., 1..asec shall execute and record a 
rclcuc or relcascs oontalni.ag a urlsfactory lcpl clc:saipdoo of the aacacc mdlor depths DOC l'dalllcd bcmmdcr. The rc:cordcd release. 0t a ccru1iod copy of wne, sba1l be filed In the Gc:ocral 
Lmd Office, acoompanied by the 6.ling fee prc:sa,"bod by tho Oaicnl Land Office nald in effect oo the dale the release is filod. l{ Lcsscc fails « rdlises to aocvt.e and record lllCb release Ot 

rclcascs within nincry (90) days al\a- bdna rcquc:stcd to do ,o by the Gc:ocral Lmd Ofllcc, thc:n the Commissioocr at bis aolo ducrcrloo may desig11.11c by wntt.CD iurumcnt the acn:aao and/or 
depths to be released bcmmdcr and record sud> inmwnmt II Lcsscc'1 cxpcmc in the county « oounrica wbcr"C the lcuc is located Ille! in the officul rocords of thc Gc:ocral Land Office and 
sud> dc:rlpalloo ahall be btnclina upon LcS5cc for all J>W110KS. If a1 any wne after the c.fJ'oeuvc dale of the partW tcnnlll.llloo prov,sions het'COC, the llplllicablc field rules are c:iumied 0t the 
well or wdJs localed thc:rooo arc rcc.laul!ied JO tlw less acrcaic Is thcrcaJ\a- allocatod to sald well or wdJs for produc:doo pwposcs, this lease ala.II thcm,poo tcrmJ.nau u to all acreage DOC 

tbcttal\«allocatcdtosaldwellor-fu~p-odu~oopuri-cs. 

a. OFFSET WELLS: If oil and/or ps abould be produced in oommcrdal quantities from a well localed oo land priva1ely owned or oo State land le&Jed a1 a lc:sscr royalty, "'iilcb "'ell Is 
wilhin one lbousand (1,000) feet o{ the aru Included bcmn, or which wdJ Is cnlnmg the IIU oovcted by thu IC&JC, lhe Lcsscc lha1J, witlun sixty (60) da}'I aft.a aid! lmtial produaioa from 
the dra.ining well or the wdJ locccd wilhin ooe ~ (1,000) feet &om the area coYCrOd by thb lcuc bcpn In aood faith and pn>ICCUle dillscnlly the dnllin1 of an olisct wdl oo the area 
coYCrOd by this lcuc, and such ofbct well shall be drilled to lllCb depth u may be -, to pml'Clll lhe DDduc dralnaae o( the area cova-cd by thb lcuc, and the Lessee, maoqcr 0t driller 
abalJ ...., all mCIIIIS necess.sy In I aood Calth effort to make such otr.d well produce oil r,ad/or gu In commerc:W qwmdrica Only upoo the cletcrmuutioo of the Comm.lssiona md with biJ 
writteD appn:,va1, m.-y the paymCIII of a compensatory royalty Atisfy the obllpdoo to cln1I an ol!iet wdJ or wdls rcqulRd under thb l'lrlcJ'apb.. 

9. ORY IIOLEICF..SSATION OP PRODUCTION OURJNC PRIMARY TERM: U, dun.as the primary t.crm bc:reor and pnor to di.scovcry and procluctioo o ( 0tl or gu oo uid land. 
Lcsscc mould drill a d,y hole or bold thc:n,c,n, « I{ during the pnmsy tcrm bcr-col and alter the dlscovcry and acrua1 proclucrlon of oil or ps &om the lcucd prc:mlses sud> produc:doo lhacof 
abould ocasc from any cawc, this lcuc lh.t.ll DO( terminalt: I{ oo « before the cxplratioo of IIIXI)' (60) days &om dale of compleooo of sald d,y hole or ocssadoo of produc:doo Lessee 
commcoocs additlooal drilling or reworldng operations th~ or pll}'I or laldct1 the oc:xt annual delay rental In the same mao.acr u provided in this lease. I( dunng the lul y- o( the 
prima')' tcrm or within sixty (60) days prior tbcttto, a d,y bolo be complelcd Ille! abandoocd. 0t the produc:doo of oil or ps mould ccuc f0t any cawc, Lcsscc'1 rishls ahall rcm.aiD io filll force 
and dfect without funbc:r opcntioa.s until the cqxnrioo of the pnmll')' term; md I{ Lcsscc has DOC resumed production In payu1.1 quanotJe:1 Id the c:xpin1>00 of the pruDII')' iam., Lessee may 
maintain this tcuc by -.ducwla addition.a.I drilllng or reworldn1 opcn11oos punuant 10 hrllflll)b to, usin& the expindoo of the primary term u the dale of CC:$SIIIOO or produc:doo under 
P.n.a:rapb 10. Should the lint wdl or any ""blcqucnt well drilled oo the above dcscn"bod land be completed u a &but-in oil or ps well withio the pnmary tcrm bcrcol, Lessee may raumo 
psymcnt o( the mllual rental In the same m.anncr u providod bcrci.D oo « before the rental psyutl date followlna the expindoo o( IIIXI)' (60) days &om lhe dau o{ complC'l>oo of -=II shut-in oil 
or ps well ood upon the Cailure 10 make such peymcot, this lcuc shall Ipso faClo tetmlo.llG. If• the cq,lntioo of the pruiury t.crm or any time thcreal\cr a shut-in oil or ps well ls loc:atcd oo 
the leucd premises ll')'IDC:Ots In.I)' be made in accordaocc with the &but-In provisioos bercof. 

10. Cf.SSA TION, DRILUNC, AND R.EWOR.KINC: U, al\er the cxplndon of tho pruu,y 1cn11, producdoo o( oil or gu &om th.c le&Jed prcmisca. al\a- oocc obwncd, abould ocuc 
&om wry awso. thls lcuc ohall oot tcnninato l{ Lcsscc commcncca additional drilling or reworldng opcntions within obay (60) dayl o.fta- IUCb ocss.atJoo, and thu lcuc ahall rcmau> ID lull 
Coroc IOd dfca for ao loog as IIUCh opcndoos continue In rood faith Ille! In 'M:ll'mwllib mmncr without lntcrnipdons toWlDJ more than sixty (60) day1. If such dnllma or mt1011an1 
~-p,11 lo the produc:doo or oil or pJ,, the lcuc ahall remain In Ml force and effect f0t ,o too1 u oil or gu IJ produced &om the le&Jed pn:miJcs In psyln1 quanwies or psymcnt of 
sh~ ea or ps weU royal des or psymcnt of compcnsatOry royaltid Is made u provided bcfful or u provided by bw l{ the drilling 0t mooricu>1 opc:nlioos .-.It In the complcdoo or• well 
u a/}(;1~c., the !cue will DOC tamwtc I{ lhe Lcsscc commcoccs additional drillul& « reworldn& opcnlions within 111X1Y (60) days al\a- the completion of the wcU u a d,y hole, and dUJ lease 
ahJIJ ,-.ii in effect ,o looa u Lcsscc oootlnucs <Silllng or rcworong opcndons In aood faith md In a woriananlilo manner without bucrNptJoos toal.in1 more than lixry (60) dayL Lcsscc 
ahalf ~YC wriltcll DOOOC to tho Ocncnl Land Office with!D thirty (JO) days of any cessation o( produc:ooo . 

11. ~"11"-IN ROYALTIES: F0t pwposcs of thu paragraph, "well" means any well that lw been u.slp,cd a ,-clJ nwnbc:r by the 11a1e a,cnq haY\Dgjurudlcooo O\'cr the produaioo of oil 
an, po. If ac 111y tlme alter the expinrloo of the primary t.crm or a lcuc Iha, 11ntil bcm1 shut In, wu bdng malntau>ed In force II.lid dTcct, a wcU cai-blc or producu,1 oil or ps In P9)'1'11 
quantJties ~located oo the lc:ucd prcmlsc:s. but oil or ps IJ DOC bdn1 produced (Ot lack of IUiwile produc:don facilities or lack of a swtable marled, lhcD Lcsscc In.I)'~ u a lh•Jt-ln oil or SU 
~ .,fDount oqual to double the anniial rent.al provided In the lease, but DOC lcsa than Sl,200 • r- f0t c:acb well capable or produang otl 0t gu In payu,1 quaodocs. To be clrocti~c, 
cacb •initial Ihm-In otl or ps royalty mUJt be paid oo or before: (I) the cq,lntioo of the primary term. (l) 60 days o.fta- the Lessee ccucs to prodl>cc oil or ps from th.c lcucd pmnlses. or (J) 
60 alltr l..csict completa a drillina Of rewondn1 opendoa In aooordallce wldl the lease pnMJions: Ytiilcbcvcr dale Is lat.est. If the shut-In oil or ps royalry Is paid, the kaJC aha!l be 
~ I..O be a producina lease and the paymc:ot sba1l extend the tcrm o( the lcuc for I period of ooc -,- &om the aid of the pn.mary term. 0t &om the first day of the mooth follOWIJII the 
moollw.a -.-filch produc:doo ocucd, llld, alter that, i{ oo suitable productioo f:.cilitics or .wtable marl.Cl for the oil or ps cuas, Lcsscc may c:xtcDd tho IC&IO f0t four more ..-.ivc pcnods of 
ooc {I) ycu,,by poylng the umc amount each year oo or before the cxpln,doo nr each lhut-ui year ······ 1f. CO~ ENSATORY ROYALTI ES: IC, durin1 the pcnod the lcuc ls lccpc In ctrect by psymmt oflbc abut-In oil or gu royalry, otl « ps IJ eold and dchvcrod In psylng quanutlcs 
Crom I well located within ooc thou.sand (1,000) feet of the leased prm,iscs and completed ia lhc same producing rucrvou, 0t In any c:.uc ID which dral.naae Is occurrinL th<: ritdit to coawiue to 
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DWDtaia. the lcue by paying the shut-in oil or gas royalty shall cea.1e, but the lease shall remain effective for the remainder of the year for which the royalty bas bcm paid. lbe Lcsscc ~ 
nu.intaia. the lease for four more sacccssi"YC year, by Lcs.scc: paying compensatory royalty at the royalty nte provided in the I~ of the muil:ct value of productioa from the well causing the 
drainage or which ls completed in the lame producing reservoir 1.nd within onc thousand (1,000) feet or the leased premises. The compensatory royalty is to be paid monthly to the 
Commissioner beginning oa er before the last day or the month following the moatb. in which the oil or gu is produced from the well causing the dmnage or that is completed in the same 
producing reservoir and located within one thousand (l,000) feet of the leased premises.; if the compensatory royalty paid in any 12-aiooth period is in 1.n amount less than the annual lflut·in 
oil or IU royalty, Lessee ahaU pay .ID amount equal to the difference within thirty (30) days from the end of the 12-month period: 1.nd none of these provisions will relieve Lessee of the 
obligation of rca.sonable development nor the obligation to drill offset wells u provided in N.R..C. Section 52.034; however, at the determination of the Commissioner. and with the 
Commissiooer'1 written approval. the payment of compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty paylllcnts which an: not timely paid WJ.11 accrue 
pc::!Wty and interest in accordance with Paragraph .5 of this lease. 

ll. EXTENSIONS: IC. al the expiration of the primuy term of this lease. production of oil or gas has not been obtained oo the leased pm:nises but drilling operatiow ~ being coo.ducted 
thereon in good f'aith and in a good and workmanlike manner, Lessee may, on or before the expiratioo of the primary term. file in the Gener.II Land Office written application to the 
Com.missioner of the GenetaJ Land Office for a thirty (30) day extension of this lease. accompanied by payment of 1brcc Thousand Oollan ($3,000.00) if this lease covers six hundred forty 
(640) acres or less and Six Thousand Dollars ($6,000.00) if this lease coven: more than six hundred forty (640) acres and the Commissioner shall. in writing, extend this lease for a thirty (30) 
day period from and after the expiration of the primary term and so long thereafter as oil or gas Is produced in paying quantities; provided fwther, that.Lessee may, so long u such drilling 
operations are being coc:r.ductcd make like application md payment during any thirty (30) day extended period for an addition.al extension of thirty (30) days and, upon. receipt of such 
application and payment, the Commissioner shall. in writing. again extend this Jca.,c so that same shall remain in force for such additional thirty (30) day period and so long thmafter u oil or 
gu is produced in paying quantities; provided. however, that this lease shall not be extended for more than a total or three hundred ninety (390) days &om and after the expiration of the 
primary term unless productioo in paying quantities bu been obtained. 

14. USE OF WATER; SURFACE: Lessee shall UYe the right to use water produced oo said land necessary for operations hereunder and solely upon. the leased premises; provided, 
bowe¥cr. Lcs.scc shall DOI: me pot2l>le water or water suitable for livestock or irrigation purposes for water Oood opaations without the prior writtca. c:onscat of Les.sot. Subject to its obliption 
IO pay llD1'ace damages. Lessee shall have the right to use so much of the surface otthe land that may be rcasocably necessary for drilling 1.nd operating wells and traosporting and marketing 
the production therefrom. such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office 
fee schedule which is effective oo the date when the activity requiring the payment of swfacc damages occurs. 

I.!. POLLtrrION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollutloo of coastal 
wedaDds. mtural Mterwa)'5. rivers and impounded. water shall be pR'VClltcd by the csc of containment facilities sufficient to pr-event spillage. seepage or ground water contamination. In the 
event of pollutioo. Lessee shall use all mcam at its disposal to rccapturc all escaped b.)dioc:arboos or other pollutant and lhall be rcspoos1.0le for all damage to public and private properties. 

(A) UPLANDS: Lessee shall build and maintain fences around its slush,. sump, 1.nd drainage pits and tank batteries so u to protect livestock against loss. dam.age or injury; and upon 
completion or abmdon.m.cnt of any well~ wells. Lessee shall fill and level all slush pits and cellan and completely clean up the drilling site of all rubbish thereon. 

(B) SUBMERGED LANDS: No disclmg< of solid-., or prl,ago shall be allowod into State watas from 111y drilling or suppon vessels, production platfom,, cmv or supply boa!. 
bmgc. jd--up rig or other equipment located oa the leased area. Solid waste shall include but lhall DOI be limited IO containers,. equipment. rubbish. plastic,. glass. and any other man-made 
DOO-biodcgradable items. A sign must be displayed in a high traffic area oa all vessels Ind manned platf'onns stating. "'Discharge of my solid waste or garbage into State Waters from vessels 
or platforms ii strictly prohi"bitcd and may 11.tbject a State of Texas lcue to forfeiture.• Such ltatcment sh.all be in lettering of mt lout _I~ in size. 

(C., RIVERS: To the cxteatoccessary IO prcYCnt pollution. the provisions found in subsectioos (a) and (b)ofthis paragraph~ ~so apply to rivers and rivcrbcds.. 

(D) PENALlY: Failiae to comply with the requirements o(this provision may result in. the maximum. pcna11;: allowed by law including forfeiture of the tca..sc. Les.sec shall be liable for 
the damages caused by socb failure and any costs and expenses incurred in cleaning areas affected by the discharged waste. 

I&. mENltFICATION MARKERS: Lessee shall erect. at a distance not lo exceed twenty·fivc (25) feet from each well oa the premises covered by this lease; a Icgi"ble sign oa which 
lhall be mted the name of the opc::rator. the lease designation and the wdl number. Where two or more 'WClll oa the same lca.,c or where wdls oo two or more leases arc COIIJlcctod IO the same 
tat battery, wbdhcr by individual flaw 1ine cooncctions direcc to the tank or tanks or by use of a multiple hcadc:r system. each line betwcai. e:acb well and such tank or header shall be legi"bly 
idc:ntified at all times, either by a fimlly lttacbed tag or pbte or aa identification properly painted oo such line at a distmcc· not to exceed three (3) feet from such tank or header coonect:ion. 
Said signs. tap. plates or other idcntificatioo mati:ers shall be maintained in a legible condition throughout the term of this lease. 

17. ASSIGNMENTS: The lease may be transf"crred at any lime. AD transfers must rcfc:rmcc the lease by the file number and must be recorded in the county where the area is located. and 
tbc fflXJfdod lrlllSfer or a copy certified IO by the County Ocrk of the county where the transfer is recorded must be filed in the General Land Office within ninety (90) days of the cxe,cutioa 
date, a provided by N.R.C. Section '2..026, w:c:ompan.ied by the filing fee prescn"bed by the GenetaJ Lmd Office rules in effect oo the date of receipt by the Gcaeral Land Office of such 
&nmsfer or certified copy lbc:mof. Every tnnsfcrcc shall IUCCCCd to all rights and be subject to all obligations. liabilities_ and penalties owed IO the State by the origillal lcsscc or any prior 
tramfcreo of tho lcuc. including my liabilities to the state for unpaid royalties. 

IS. RELEASES: Lessee may release the rights granted bcmmder to the State at aay time by recording the Rlease in the county where this area is situated 1.nd filing the rccordcd release or 
certified copy of same in the Gmen1 Land Office within ninety (90) days after its c:xecutioa acccnipanied by lhe filing fee presa,.bcd by the General Land Office rules in effect on the d21c of 
n:ccipc by !he Gcncnl Lllld Office of sud> rdcase or ccrrificd copy lllcrcot Such rdcase will DOI la.. the eff cct of rdeasing L= from ,my lw>ility lllcmof0<e accrued in favor of die State. 

1,. UF.N: la IMXOrdmce with N.R..C. Section .52.136, the State shall &.ve a first lien upoa all oil and ps produced from the ca covered by this lease to secure payment of all unpaid 
royalty and other ltDDJ of money that may become due under Ibis lease. By tc::eqnDCe of this lease, Lessee grants the State, in addition to the lien provided by N .R.C. Section 52..136 and any 
otbc:r lpplicable ltatUtor)' lien. m cxprc::ss contrKtual lic:a oa and IOCUrity interest fa all kascd mincnls in and e::ttractcd from the leased prcmiscs. all proceeds which may accrue to Lessee 
&om the ule of such 1cased miDera1s, whctb« such procx,c:ds are held by Lcssoc or by a third paty. aod all fixtures on and improw:ments to the leased premises used fa connection with the 
s,rodoeti:oa or processing of such leased minerals fa order to secure the payment of all roya]tics or other amounts due or to become due under this lease and to secure payment of any dama,e, Olio 

loss that Lessor may suffer by n:a.100 of Lessee's breach of any covcnant or condition of this lease, whether express or implied. This lien and IOCUrity interest may be foreclosed ~ ~ • 
without court prococdinp in the manner provided in lhe li~e 1. Oiaptcr 9 oftbe Texas Business and Comme:rcc Code. Lcssoc agrees that the C-ommis.sioner may require Lessee to execute 
ml rocord IUCh instruments as may be reasonably nccessay to ICknowledge, attach or perfect this tiea. Lessee hereby represents that there arc no prior or superior licm arising ~~I• 
rdating to Lessee's activities upcn the abow-descnocd property or &om Lessee's acquisitioo of this lease. Should the Commissioner at any time determine that this representation is dbl tnlt~ 
then 1hc Commissioner may declare this lca.sc forfeited IS provided herein. • 

•••• 
lO. FORFEmJRE: l!L= shall wl or refuse IO make Ille paymeot of any ,um ,.;thin diirty (30) days - It becomes due, or if I.= or an IUthorizcd lgCll1 shoold knowingly~\, 

any &be n:tum or £alsc report coaccming productioa or drilling, or if Lessee aha.ll fail or refuse to drill any otrset well or wells in good faith IS required by law and the ru]cs and ~ons 
adopted by the Commissioner oftbe Geoeral Land Office. or if Lessee should fail to file reports in the man.ncr required by law or fail to com.ply with ruJes and regulations promulgatci b¢il • 
Gmen1 Lmd Office,. the School Lmd Board, or the Railroad Commission, or refuse the proper authority access to the records pertaioillg to operations, or if Lessee or an authoriz.at ageift 
lhowd knowingly fail or muse to give corm:t inform.atioa to tho proper IU1bority, or kDOWUlg!y Cail or rcfu..sc 10 fumim the General Land Office a correct Jog of any well. or if~ p11 
knowingly violate any of the material provisions of this lca.se., or if this lca.sc is assigned and the assignment is not filed in the General Land Office u required by law, the rights ~fl 
Ibis lease ah.aU be subject lo forfeiture by the Commis.siooer, 1.nd he shall forfeit same when IUfficiendy informed of the facts which authoriz.c I forfeiture. and whco forfeited the Jet M • 
again be tubjcct to lease to the highest bidder, u.ndcr the aame regulations controlling the original aale or leases. However, nothing hc:rein aha.I] be construed as waiving the '¥tomali.c 
icnninat:ioa of this 1ca.sc by opcntioa of law or by rcasoa of any spocia1 limitation Irising hereunder. fori"citw"CS may be Sd aside and this lcuc ID.d all rights thcmmdc:r reinstated l>«et1 ffe 
rights of mother intcrvcnc upon tatisfaetory cvideoce to the Commissioner of the General Land Office or future compliance with lhc provisions of the law and of this lca.se and the riles an9 
regulations th.al may be adopted relative hereto. 

4 

,..·. 



1 1. RJVERB EO TRACTS: In lhe event thls leue covcra I rivubcd. Lc:sscc Is hereby apcc:illcally gnntcd lhe right of eminent domain and condcmnaUoo as provided for in N.JtC 
Scctloos n .092-52.093, as a pan of the cionsldcndoo moving 10 Lessor for lhe covcrwiu herein made by Lc:sscc. · 

l l. APPL ICABLE LAWS AND ORJLLINC R£STRJCTtONS: lbis lease shall be subject 10 all Nies and reauJatioos. and amendmenis lh=to, promulptcd by lhe Commisssoocr of 
lhc Gc:ocnl Land Office govemina drilling and producing opcntiOOJ oo Pamanen1 Free Scbool Land speci6cally includulg any Nies promulptcd thal rcla1e to plans of opcra.uons, paymeoi of 
royal des, and 1uditin& procedures, and shall be 1ubjee1 to all other valid IW\ltes, rules, regulatlocu, orden and orduw>ca thal may affee1 operatiOOJ under the provisiocu of this lease. Without 
limiting the generality of the forceoins. Lc:sscc h=by agrees, by the ICCCpWICC of this lca.sc, to be bound by and subjCCI to all atarutory and reguwory provisioos relat!na to the Gc:ocnl Land 
Offiee's audil billin& ootlee and audit hcarinp procedures. Said provisiocu arc currcotly found al ll Texas Adminislrative Code. O,aptcr '4, and Tc:xas Na1ural Rc:sowca Code SectiOOJ 52.135 
and 52.137 through 52. t• o. In the event thb lease coven land franchised or !cued or Olherwlsc used by a naviptioo district or by lhc UoJtcd Swa for lhc purpose or naviptioo or other 
purpose incldcnt to the opentioo of I port. then Lessee shall DOI be entitled to enter or possess such land without prior approval as provided under Scctioo 61 .117 of the Tew Waia Code, but 
Lc:sscc shall be entitled to ~lop such land for oil and gas by dircctlooal drilling; provided, however, thal oo surface dnUuig locai.ioo may be nearer than 660 feet and spcclal pcrmluioa from 
the Commissioner of the Gc:ocnl Land Office Is ncccsa,y to make any surface locauon nurcr dum 2.160 fed measured II right angles Crom the nearest bulkhead line or from the n­

drcdged bottom edge of any channel, slip, or nunin1 buin which has been 1uthoriz.cd by the United Swes as I fcdenl projoct for future coosuuction. whichever is Dearer 

13. REMOVA.L O F EQUlPMl:NT: Upon the t.crml.Dllion o f this luse for any cawe, Leuee ahall Dot. in any event. be pcrmlucd to remove the casina or any pan or the cqulpmcot from 
any producing. dry, or abandooed well « wclb wimo.11 lhe wriuen COOJCOI of the Commusioner of lhe Gcocnl Land Office or his autboriz.cd reprcscrltarivc; oor shall Lessee, wilhout the 
wrillOl consent of said Commissioner or his authoriz.cd rcpn:scntadvc remove from the leased premises the CUUII or any Olbcr cqulpmenl, material, machinery, appliances or propeny owned 
by Lc:sscc and u.sed by Lcsscc in the development and production of oil or au lh=from w1bl all dry« abandoned wells have been pluucd and unul all shah « refuse pits have been properly 
611cd and al l broken « discarded lumber. machinery,« debris shall have been removed Crom the premises lo the satisfacuon of lhe said Commissioner« his aulhoriud rcprescnwivc. 

U . FORCE MA.1£URE: Sboold Lessee be prcYClllcd from complyin1 wilh any express« Implied covenant of this lease, from conducting drillina opcntioos lhcrcon, « from pniduCU11 
on and/or ps thcrcfrom. after dTon made in eood faith, by rcuoa of war, rebclllon, riou, alnkes, fires, acu of God « any order, rule « reauJwoo of aovcrnmental 1ulhonty, lhen while ao 
pn:veotcd, Lessee's obllpdoo to comply with such covenant aha.lJ be suspended upoo proper and satislactory proof pracoted to the Commlsslooer of lhc Gcocral Land Office in support of 
Lessee's contention and L.cssc,e shall DOI be liable for damages for f~lurc to comply thcrcwilb (c:xcepc in lhe evc:nl of lease operatiOOJ suspcodcd as provided in the rules and reauJ1t1oos 
.dop(cd by lhe Scbool Land Boa,I); and this lcuc shall be extended whlle and ao loog as Lessee ls prevented, by any such cause, from drillina, n:wondna opcntiOOJ « producing 011 and/« 
gas Crom the lca.1cd pmnucs; provided, bowcvcr, tlw Dolhing bcrci.n1hall be consuucd to suspend the payment of rentals durin1 lhe primary or cxtc:nded lam, new to abrid&c Lessee's right to a 

suspcnsioo under any applicable swute of Ibis Seate. 

1S. LEAS£ SECURlTV: Lessee shall wee the highest dc!IR'C of care and all proper ufeguards to protCCl said premises and to prcvcnt theft of otl, ,as. and Olber hydrocarbons produced 
from said lease. Thls Includes, but ls DOI limited to, lhe installatloo of all occcssa,y equipment. IC&ls, lodes, or ocher appropriate prolCCtive dC'viccs on « al all 1CCCSS points al the lease's 
production. ptbcring and 11onge systcrnJ where men of hydrocarbons can occur. Lc:sscc shall be liable for the loss of any hydrocart,ocu rcsulung from then and shall pay the Swe of Texas 
royalties thc:rcon as provided h=in oo all oU, ps « other bydrocarboos lost by rcuoa ofthd\. 

1'. R£OUcnON OF PAYMENTS: If, during the primary lcrm, a pon:ioo of lhe land covered by lhJJ lase ls included within lhc boundaries of I ponied unit tlw has been approved by 
lhc Scbool Laod Board in ..:cordancc with Nuunl R.esow,:cs Code Scaiocu 52. ISl-52. 153, or if, al any time a.f\c:r lhe cxpitalioo oflhe prinu,y term or the c:xtcndcd lcrm, this lease coYa'S a 
lcucr number of acres than the toul amount described herein, paymcnlS thal arc made oo • per acre basis hereunder shall be reduced occonllna to the oumber of acres pooled, released, 
surrc:ndcrcd, « Olbcrwuc llC'YCl'Cd, ao thal paymenlS determined on I per acre basis under lhc lcffllS of lh.u lease during the primary tmn aha.lJ be calcuwcd based upoa lhe number of IICl'CS 

oouldc the boundaries of I pooled unit. «, if after lhc cxpin.tion of lhc primary term, the number or acres actually retained and covered by this lease. 

17. SUCCESSORS ANO ASSIGNS: The covenants, cooditioos and lgJ'C'CIDCll.lS coallincd herein shall c:xtcnd to and be binding upoo lhe heirs, aecuton, adminlstrators. succcuon or 

assigns of Lessee herein. 

l&. Al'ITIQlJITIES CODE: In lhe evail tlw any feature of ercbooloaical cx- historical intcrcsl ls COCOll!ltcml durin& the activities aulh.oriz.cd by this lease., Lessee will immcdi.mly -
activities and will lmmcdiatdy ooc.ify the Gcocnl Land Office and thc Texas Hlsl.orical Commlu:loo IO thal adequate measures may be undcrtalc:c:n to ~ « l'OCOV'CI' such diJcovuics or 
(tndinp. as appropriate. Lcsscc iJ cxprcssly placed oo ootloc oflhc Natlooal Historical Prescrvltioa Act or 1966 (PB.,~. IO Swute 91S; 16 U.S.c.A. ~70). Lessee abalJ comply with the 
Antiquities Code ofTc:xas,. Chapt<r 191, Nalural R.csoun:cs Code, as amended. 

U . VEN'UE: Lc:uor and lcsscc, Including lc.ucc'a 1Ucccs.tor1 and assis;ns. hereby agree lhll. venue for any dispute arisin& out of a provision of Ibis lease, whether c:x:prc:u « implied, 
reprdin1 lntc,prc:wioo of this lease, « relaiina in any way to this lease « to appUcable case law, IWUICS, or admlnuuallve rules, shall be in a court of compclellt jurudictioo localed in T,.vis 

County, Swc of Texas. 

30. LEASE Fl LINC: Pursuant to Oiaplcr 9 o ( the Tex. Bu.s • .t Com. Code, this lease must be filed of rccon1 in the office of the County Oenc in any county in which all « any pan or lbe 
lcucd premises Is loca1cd. and certified coples tbcrcof must be filed in lhe General Land Offie<. The prcscnl>cd ftlin& fee shall accompany the certified coples scol to the General Land Office . 

• •• . . . . .. .... . . . 
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31. EXECUTION: This oil and gas 1ca.sc 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 r 
Tous. o 

TITAN RESOURCES, L.P., By and Through Its ::~·zyp· 
an • ow 

TITLE:, ___ ~V~i~c~•-P~r•~•~i~d~•~n~t~·~L~a"-n~a~ 

DATE:, ____ S_e~p_t_e_m_b_e_r_2_5~,_1_9_9_8 __ 

IN TESTIMONY WHEREOF, witness the signature of the Commissioner of the Gener.al Land Office of the State of Texas under the seal of the General Land Office. 

AP ROVED 

....... ~ 
L<(,I 
DC 
SD ~ 
Euc 

lITATEOF ___ T:.:Ec.:cXo:.A:::S~----- (CORPORATION ACKNOWLEDGMEN'I) 

COUNlYOF __ M~JD~LA~N~D~-----
DAN P. COLWELL·. 

BEFORE ME. tb< under.Sgn<d wtbority. on this day p<nonally ,ippcmod~------------------
tnowu m me lo be tbe pcnm wbo,c iwne is subsal1>od to tbo f01<going instrumcn~" VICE PRESIDENT • LAND of TITAN RESOURCES I, INC., 

_c_e_n_e_r_a_l _P_a_r_t_n_e_r_o_f _T_I_T_A_N_R_ES_O_U_R_C_E_S.:_,_L_. P_. ___________ ,ind llcl:nowl,dg<d to me Chat be executed the same 

fortbc purposes and c:onsidcration tbcrein expressed. in the capacity stated, and u the act and deed of said corporation. 

Giva1. under my hand and seal of office this the 25th day of_....;S:.•:,P:.t:.•::m:::b:..:•c:r ___ ,.......,..,,,,.L.~ 

lITATEOF __________ _ (INDIVIDUAL ACKNOWLEDGMEN'I) 

COUNTY OF __________ _ 

Before me. the undersigned authority. oa this day pcrsonally 8PPClf'Cd~--------------------
known to me to be the persons whose names an: subscn"bed to the Coregoing instnmlcnt. and acknowledged to me that they executed the 
IIDI.C for the purposes and coos:idcration therein cq,resscd. 

Given under my hand md seal of office this the _____ ~day •'-------------~ 19 _____ • 

••• • • • •• • 
•••• • • • ••• 

• 
•••• • • ••• 
• •••••• • 

Notary Public in and for_____________ • 
•••• • • 
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Lease Number Book/Vol Page Entry County I Pariah State 

TX299-109-139-000-00 78 326 51198 CULBERSON TX 

BC Name I st ate of Texas I Lease Date I 08/04/98 

Legal Oeacr1pt1on 

! N/2 • SW/4 f Se t 1 n 4 Bl k 41 Publ 1 s h l Lard urvey uer•, .. mty Texas, nta1n1ng •pprox1mately JiO act~ 

aa shown I' the Ott 1 lal Map of lt er• n unty n t 1 lt' 1n the Texaa Genera ... Lhnd ft l e Austin Texas 

99u564 ,3 

PROSPECT TX299 - PARAGON INDIAN/ST/FED LS(: " J.· 
.... Account Number Amount .. t. <e • .. • .... 

{l)U ~ 20 . 00 s ~ r e:: of Texas 
Ge 0 ra l Land Office 
11 • • Congress Avenue 
A st n , TX 78701 .. • . . . /:)/ • •• 7Tttn f<tSou,ct:..S L p • . . 
RM .. e r iod Beg . 08/04/1999 DELAY RENTAL H • 100411 

.I, .R\..CTI N a t ry f r tr,e at. v de• 1 1bed p ymer t Please cred1 t the pr ecde 
• 1 y j , ! • y •) f1d .tl I ,I, R ' JU, 1 h k. b""t. 

unt and aJv1se a ass n as, ss1ble f r fur•he1 1natru tiona 

100411 



/ 
:)- I 

.... . . . . . .... . . ... 

.. .. . . . . . ··. . . . . . 
.. 

• • .... 



Check # 101223 
Property Id I M MS Eff. Date Recording Information State County I Parish 

TX299-109-139-000-00 0810411998 11121198 SK 78 PG 326 ENTRY 51198 TEXAS Culberson 

M 99598 
... 

Property Name I Lessor 

Comm1SS1oner of the General Land Office or the State of Texas 

Property Legal Description 

512 of N/2 & SWl4 of Sect.ton 47, Block 42, Public School Land Survey, Culberson County, Texas, containing approximately 320 acres as shown on the 
Offioal Map of CUiberson County on file 1n the Texas General Land Ofllce, Austin, Texas 

I' . (, 

Pavee Name & Address SSNI Tax Id Number 

State of Texas, acting by and through the 
Cornm1SS1oner of the General Land Office Federal Tax Wi thheld 
1700 N. Congress Avenue 0.00 
Austin, TX 78701 Account Numoer 

Total Bank CharQes 
0.00 

Payment Period Payment Amount Bank Service Property Property 

Due Date (tn monU,s) Description Due Charges Sub-Type Sub-Id 

0810412000 12 Delay Rental 320.00 0.00 

• T 7· • 0.00 0.00 .... . . 
- -
I. I 0.00 0.00 .. . . . . . .. 
I I 0.00 0.00 ()( ) (' 1 c, , r 

' ... '-T '-'TU . 
. 1., .. 0.00 0.00 ... 

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties 
named and 1n the amounts Indicated. Should any d1fflculty anse, make the deposit 1n a special account, and contact us 1mmed1atel"f\J ~ 1 Q 12 2 3 



•••• • • •••• 
•••• • • •••• 

• 
• •• • • • ••• 

• 
•• • • • • •• • 

• 



Check # 102556 
Property Id / MMS Eff. Date Recording Information State County I Parish 

TX299-109-139-000 00 08/ 04/1998 11/21/98 BK 78 PG 326 ENTRY 51198 Texas Culberson 

M !)<)~98 

l ___...,...---
Property Name / Lessor 

Commissioner of the General Land Office of the State of Texas 

Property Legal Description 

S/2 of N/2 & SW/4 of SectJon 47, Block 42, Public School Land Survey, Culberson County, Texas, containing approximately 320 acres as shown on lhe 
Offioal Map of Culberson County on file 1n the Texas General Land Office, Austin, Texas 

Payee Nam e & Address SSN/ Tax I d Number 

State of Texas, acllng by and through the Comm1sstoner of the General Land Office 
1700 N. Congress Avenue Federal Tax W ithheld 
Austin, TX 78701 0.00 ,_ 

Account Number 

Total Bank Charoes 
0.00 

Payment Period Payment Amount Bank Service Property Property 

l)ue Date (In months) Descr iption Due Charges Sub-Type Sub-Id 

08/04)2~ 1 12 DELAY RENTAL 320.00 0.00 . • / ,;2_ I .... . -
"1 "! 0.00 0.00 . . .. . . . 

_/! 0.00 0.00 

. 
•• I I 0.00 0.00 . . 01049549 . ... 

I I 0.00 0.00 - - r. 

¥LU...L- f<_(J /I .,.. ~ 1 1 fl C _ 1 UP x.~;2.{) . 
v 

Instrucllons to depository: you have been designated as depository for the above descnbed payment(s) Please credit the proceeds thereof to the parties 
named and 1n the amounts 1nd1cated. Should any difficulty anse, make the deposit In a speoal account, and contact us 1mmed1ateN ~ 1 Q 2 5 5 6 



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

.. . . .... 



Check #9901460 
Property Id /'MMS Eff. Date Recording Informatlon State County/Parish 

TX299-109-D9-000-{)0 08/04/1998 11/21/98 BK 78 PG 326 ENTRY 51198 • • 
. . as Culberson • . . . . . . lo . . . 

M !')9598 . • • . . . . . . . . . . • . ... 
Property Name / Lessor 

Commissioner of the General Land Office of the State or Texas 

Property Legal Description 
S/2 of N/2 & SW/4 of Sect:Jon 47, Block 42, Public School Land Survey, Culberson County, Texas, cont.a1n1ng approXJmately 320 acres as shown on the 
Offioal Map of Culberson County on file in the Texas General Land Office, Austin, Texas 

02U4'iJ2 4 

Payee Nam e & Address SSN/Tax Id Number 

State of Texas, actmg by and through the Commtsslor,cr of the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Austin, TX 78701 

(J ' 
0.00 

Account Number 

Total Bank Charaes 
0.00 

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

08/04/2002 t-2 DELAY RENTAL 320.00 0.00 ... , 
(',I I 

I I ~ 
; 0.00 0.00 ,.J 

....... . y 

rn - ,. 
I I .... I 0.00 0.00 I /l , '\I J 

- - x /(/)-l -. 
I I - I 0.00 0.00 T 

-

I I 0.00 0.00 

lnstruct:Jons to depository: you have been designated as depository for the above descnbed payment(s). Please credit the proceeds th~Q1.M ~ Q 
named and 1n the amounts indicated. Should any difficulty anse, make the deposit in a speaal account, and contact us 1mmed1ately. ~ ::J U l. '+ 0 



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


