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Texas General Land Office ED - CA--0-10(8-93) 

I agree, if awarded a lease on the referenced tract., to comply with nil tem1s 

and conditions of said lease and with all applicable laws that so govern said 
lease, as those laws may be amended 

Name TITAN RESOURCES. L .P. 

Address 500 W. TEXA , UITc. 500 

City MIDLAND Sr.ate 1X Zip 79701 
(Include +4 Code) 

Telephone ( 91 j 498- 600 

ulberson Public chool L and 
County(ics) _____ _ Survey/ Arca -----

30 (I( Applicable) 640 52 
Section/Tract BloclJTsp. __ _ Acres ---(I( Applie&ble) 

~ Cash Bonus Enclosed (S) ______ (1ypc/prin1 amount below) 

$16,627.20 

(Q2 Sales I cc Attached (S) (1ypc/print amount below) 

$249.4i 
Thi\ Sales Fee is I - tn% of the cash !,onus as provided in Section 32. 11 0 of the 
Na turn l llcsourccs ode as amended. 

APPLl ANT (same as above) 
1Tl A Rr OLJ RCl·5. 1 P. 

-
13 AM LY ( ) 
Do Not include sales fee) 

(~ 16,6~7.~ 
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, 
1 

• • ~tate ot f![e 
i:;::.·.~~~t, ~A 
C·Uliln~ y .q, 

~ usHi n , 'Otexa1> 

OIL AND GAS I.US& 
NO.M-ffl" 

Wl!EREAS. ~ 10 die Texas Nll:Unl R:.aourca Code Cblpca', 32. 33, $1, aod 0iaptcr 5l, Subcblpccn A-0 and II, (Did Code bc:iaa bcrciDallO' rdc:md to III N.R.C.). aod ~ IO all 
rules IOd recwlliou pnimulptod by the Commissioocr o( tho Gc:ocnJ Lllld Offioo llldloe die School Lllld no.rd punmal tbc:rcu,, aod Ill ocher llpplia,ble -- IOd mncodmcnll 10 Did 
N.R.C., the following wa, 11>-Wit: 

ECTION 30, BLOCK 51, PUBLIC SOIOOL LAND SURVEY, CULB!.RSON COUNTY, TEXAS, CONTAINING APPROXIMATELY ~O AOU:.S AS SHOWN ON TICE 
OFPlCIAL MAP OP CULBERSON COUNTY ON PILI! lN TIIL nxAS CF..N£RAL LAND omcr... AUSTIN, TEXAS. 

Wiii, after bcina duly tldYuti,cd, otTCR>d for kNo OD the 4di ~ of A1tp1I, 1,,a, Ill 10:00 o'clodc a.m.. by lhc Cornmimoner o( die Gcocnl Land Office o( die Slal.e o{Tcxas ud lhc Scbool 
Lllld Bosd of die Sau of T cxa1, foe the IOlo IOd only pwpoee of pr01pOCtU11 IOd drillina foe, IOd procliadna oO mtJ/oe ps dial 1111)' be found and produced 6om the allow dcacribod 1ru; and 

Wl IERBAS, after all bids aod tall.imoca whicb were rccdvod up IO ,aid limo haw bccll duly COllli<laod by Ibo Commilsloocr of die Gcocnl Llllld Offioo and the School Lllld ao..d Ill a reJUbr 
mocdq tbcroofba lbe Gc:ocnl Lllld Office, on tho 4111 ~ o{ A...-, 1991, bcreioaJ\cr die "c!foctive dMo" and it wu found and dctamlnod tblll TITAN! RF.SOURCES, LP. wbote .ddr'Cll is 
!00 W. TEXAS, S\ITR 500, MIDLAND, TX 79701 had olTCR>d Ibo highest aod i- bid for a lcuc oflbo aru lbow cbcn'bcd ud is, tbcrdorc. cntitlod Ill RICCiw a kaac Iha-= 

NOW, TIIER.EFOIU!, I, Olny Maira. Cornmlaioocr ollhc Gc:ocnl Land Offioo of the S- ofTcxu, bcrdnallcr IOIDCWDCS relarod IO 111 "Lessor," wbollc lddrm is Austin, Tew, by virtue of, 
Ille ~ -alod in mo aod la oonsldcnlioa o( Ibo ~cnt by the hcrdnallcr dcsipiaicd Lessee. Ibo IUIII of Salttll Tbousand 5b Hundred Twmty Sevc,1 aod 10/100 Oollan (S 1','27.lO). 
receipt ol wbldi b hereby IICbowlcdpl Ind of Ibo royaltka, _..,ts. orlpuladona and oaoditiooa C100tamod and bcreby a.,_t to be paid, ~ aod performed by 1..-., do bcrcby dcmuc, 
pmt, '-e llld Ice lllllO Ibo lboYC mcotiooedl bidder the c:xdustYC rip III prospcc:t !or, produce IDd take oO llldlor ps from the aforesaid 1Ra upon tho followin1 1ams md coadllloos, io-wit 

I. R&SERVATION1 Then Is bcrcby c:x.oepcod and rcacrvod 10 Lalor die Ml u,e of tho property eowrod bcreby aod all ris),u with rapect IO tho IUIUCO aod ait.urf- tbcrool for Ill)' end 
au ~ excq,t tboee crwed aod to lbe cxtm1 bcrdn sr-itod IO Lcac:c, IO&ctha' with tho ri&hta ol 111.,._ end ~src:a arid u,e of uld lands by Lc:aor aod ill m.lllcral lcuoca, for purpofCI of 
aploria1 for aod produdna lbe mloenu whlcll wo DOt ClOYG'Od, oe wblcb may DOt bo CCMl'OCI In lhe fuNre, under tbo 1ams of th.is 1-, but wblcb may bo locltod within tho ....c-boundarlct of 
tbo tc-i -- All oftbo ri9h11 Ill lOd IO tho leased premlJct retainod by Lcaor and all o(tbo rlahll III aad IO tho leased premlJct armted IO Lcaeo b«cin abaU be cocc:n:bod III IUCb I IIW1DCI" thal 
neither aha1I Ull~ly IIIICl'fcro with Ibo opcraooo, of tho other. 

l. TI:RM: Subjcc( IO tho ocher provision, bcroo( this lcasc ahall be for a 1cnn of llve (5) yan Crom tho dToctlvo daco hereof(bcrdn calJod •pnnuiry 1ern1; and as IOIII thcrcaJ\cr u oil or ps 
b produocd In peyin1 quantitlct from ,aid area. 

J. DELA V Jlt:NT ALS: If no wdl be commcncod on the bod bcreby lcuod OD or before the lllllllvcna,y date of th.is lease. th.is lcuc lhalJ iamlulc u to both perticl unlc:a the Lcsscc oo or 
bdon lUd cl.ic ahall pay or lclldcr to the Commluloocroftbo Gc:ocnl Laod Office of tho Slate of Texas Ill Austin, Tcocu, Ibo 111111 of One Doti. (Sl.00), pu acn, whk:b lhalJ opcnte III l'CllW 
aad OCMI' tho prMlcp of dd'cning the commcncemeac of a wdl for twdvc (ll) mo1u.b1 Crom ,aid date. ID lib IIUIIIDCI' aad ~ lilco peymcnll or ICOOC:l'l the commaicc:mcot of a wdl may be 
11riN.-dcfc:md for lib periods o( the same llllDlbcr- of moothJ suc:a:ssivdy durina lhc prinuiry lalll bcnoC. 

4.. PRODUCTION ROYAJ.."Tll'.S: Subject 10 the provl,lom for ,oyall)' reductlou act OUI Ill aibpetaarapb (B) oft.bl.s ~ ~. ~production o( oil and/or ps, the Lcucc aari,c.s lO pay 
or-to bo paid to tho Commluloncr oftbc Ococral Land Office Ill Austln, Ta:u. Coe the IOC and benefit o(tbc: Slalc o(Tcw, durlna the lalll bawl: 

(A) OIL: }J a royal!)' on oil, wblcb b ddiDod u lndudiJI& all bydrocart>oos produced in a Uquld form a1 the mouth of the wdl and also all coodmsa•c, dlJtili.tc:, ud othc:r liquid 
II)'~ rccx,VU'Od Crom oU or ps nm lhrou ah a K!*llloe or other oqulpmait, u hcrclnal\cr prvvldcd, 11:5 pst of tho p-oa producdoo oe lhc martct value thc:R,o(, 111 tho opdoo of tho Lcslor, 
IRlCil VIIIIIO 10 be ddcrminod by I) I.be hiat,at posted price, plu, premium, I( 1111)', offCR>d or paid for oil, condco•Nc, dlstilllllc, or other liquid bydroca,bou. rapcctiYdy, of a lw typo and aravil)' 
III lbe p:acnl ami wbc:re produced and wba1 run. or l) the higbat matlcd price lhacof offend or paid In the gcocnl ami wbc:re produced ud whca nm, or 3) tho p-oa proccods of die aa1e 
thcrool, ...ttlc.bc:YCr b tho pa,iet. Lcaeo agrees thlll before 111y p, produocd from tho land bcreby laaNd b IOld, u,od or proceaod la • plmt, ii will be nm free of COil IO Lcaor lhrou&li III 
ldoqulllc oil aod p.t ,eparat.or o( CIOOvcntlOII.II type or other cquipmCIII • least u c:ffic:ICIII IO tho c:nd !hit all liquid hydioca.boo, ~c 6om ibc, p, by IUCh IIICIIIII will be recovcrod.. Upoo 
writtai OOIIJClll of Lessor, Ibo rcqulremcnt lhll lUCII p, be 1\111 lhroup IIICb • ICl*tillr or ot.bc:r oqulpmc:nl may be waived upon IUCh 1am1 and ooodition, u pretc:n'bcd by Lc:uor. 

(11) NON-P-R £0 GAS: N a royaliy on wxy pa (I11cludin1 flared pa). wblcll b ddmed u all hydrocarbo,u arid ~ ,uhlbmccs DOt dd'tncd u o0 Ill ai~ (A) above, 
produced Crom any wdl oo aid land (cxccp( 111 provided bcrcill with respect IO ps proeu30d la a plmt for die cancdoo of p,ollnc, Uquld bydroc:a,booa or other producu) 1/:5 J*1 of the p-oa 
produc:doe oe lho .-1<ec value thcroo( 111 Ibo opdOD of tho Lcaor, aic:h value to bo baod oo tbe hlahctt -1cd prioe paid or offend for ps ol oompw,ibt. qualil)' Ill the gcocral area wbc:re 
~ aod wbctl ""'· or the aroa price JMlld or otrCR>d io the producer, whlc.bcYa" b greala' prvvldod thlll lhc maximum prcaure bac in IIICUll'UII Ibo pa under this ,_ oontna ahall not • 
any limo cxceod t • .6.1 pounds per IQIJm'O Inch ai.olutc. arid Ibo llalldlrd buc lelllpcnblnl lhall be sixty (60) dcarccs Fahrcnhcil, comcdon to be made fOI' prc:s.mro ICCOl'dina to Boylc:'11.Aw, arid 
for .pccifJC gtavilY ICCOl'ding to IC1l made by then~ Mclbod oe by die mOll lf)IX'OYcd ma.bod of lalla1 bc:ul& IOCd by the loduslry at the time of ICIWIJ. 



(q fROCESSED GAS: A!. a royally oo 111y p.s proccsscd in a psoline plant or ocher plant for the rccovay of psolinc or ocher Uquld hydrocarbons, l/5 part of the residue: gu and 
d>c IJqwd b~ CXll"lc:lcd or the marlccc value: tbcrco(. 11 the op<ioo of the Lessor. All royalties due hcrcln &ball be bucd oo ooe hundred pcrccnt (100%) of the to<aJ plant productioo of 
residue ps lllribulllblc to gas produced from this lease, aod on My pc:rccot (SO%) or that percent acaulng to Lc:ucc:, which= iJ the greater, of the to<aJ plant productioo of liquid 
h~ attributable to the gas produced from this lusc; provided that if liquid bydrocarbocu ,re rccov,:rcd from ps processed in a plant In which Lc:ucc: (or lta parent, subsidiary or 
affilialc) owus an Interest, then the pcrccntqe appllc:ablc to liquid bydrocarbocu ahalJ be fifty percent (SO%) or thc highest pcrccnt acaulng to a third party proce$Sing g.u through 111<:b plant 
mdcr a proccuing ogrcc:mca.l ncgodalcd II aniu' lcaglh (or If lbc:rc iJ DO such third partr, the highest pcrccnt lhca being specified In processing agreements or oootnoctl In the Industry), 
wtucheYCr Is the grcau:r. The respective royalties on residue ps and oo liquid bydrocatbonl &ball be determined by I) thc highest mui(ct price paid or offered for any gu (or liquid 
bydrocarbocu) of oomparable quality in thc ceacnl area or 2) thc pws price peld or offered for such residue gu (or the weighted average IP'OIJ selling price for thc respective gndci of liquid 
llydrocatt,ons), whicbc:ver i.l the grcalcr. In no event, however, ahalJ the royalties payable under this ~ be lesa than th.e royalties whlcb would have been due: had the gas not been 
proccsscd. 

(0) OTilER PRODUCTS: A!. a royalty on c:arboo blaclc, sulphur or any ocher produc:u produced or manufactured from gu (excepting liquid hydrocarboru) wbclher &aid gas be 
"cuinpead, • "dry" or any ocher gu. by frroctiawing. burnlna or any oChcr processing. l/5 part of IP'OIJ production of aucb product.I, or the owlcct value thereof, at the optioo of Lcuor, aucb 
market value to be determined u follows: 

( 1) On thc basis of the highest matk:ct price of each product, dwma the aame mootb In whlcb 111<:b product is produced. or 
(2) On the basis of the avenie IP'OIJ Ale price of cach product for the wne month in whlcb aucb produc:u ll'C produced; wbicbeYCt iJ the greater. 

(E) V ARIADLE ROY AL TY: (i) Subject to the ocher proviJiooJ of this lease, it Is hereby provided that In the event productioo In paying quantities is established pumwit to the tams 
o( tbia lease lllld sud, productioo Is brought oo line and Ales thereof are oommcoccd within twenty-four Cl•) months of thc effective dale hereof, the royalty rate provided herein &ball be 
roducod IO II. 75%, aod &ball ipply IO each sublequent wdl drilled aod produced on the 1-i covered by this lcuc. Provided that, if during sucb twenty-four (24) month term during wblcb 
1-may <Mil a roduccd royalty r11c of 11.15°.4 u bcrdn provided, Lc:ucc: abould drill In good faith and complete thc lint well u a diy bole oo the land covered by thls lcuc, Leucc may 
n:,cdve a lhrcc (3) month cxtawon of the lcnD In which to cam a reduced royalty rllc by Jiving DO(Jce IO the Comm.issiooer of the General Land Office, commcoclnc drilling opc:ntlOOJ on an 
additional well prior to the cxplntlon of such three (3) mootb period and prosecuting diligently and In good faith the drilling of IUdi additional well and oomplctiog aame so that productJon In 
paying quantities iJ cstabllsbed and IIO that such produc:tion iJ brouaht oo line aod Ales tbcrcof ll'C oommenccd prior to the expmtioo of aucb three (3) month c:xtensioo period. 

(ll) In the cvcot produdioo in paylna quantities iJ cmblisbed punuaol to the Lc:mlJ of this lease and JUCb produc:tion iJ brought on line and wes thereof arc oommenced al\c:r the 
cxplratioo of twenty-four (24) moothJ from the effective dale hereof but prior IO the cxplntloo of(ciey-dght (0) moothJ from the effective dale bcrcof, the royally rate provided bereio &ball be 
reduced to l'-375~. and ahalJ apply to CIICh subsequent wdl drilled and produced oo the laod covered by thiJ lcuc. Provided that, if durin& such twen(y·foor (24) month term during wbicb 
Lcsscc may cam a reduced royalty n1c of U37S% u bcrdn provided, Lcsscc abould drill in good faith and oomplctc the fint wdl u a diy bole on the land covered by thiJ lease, Lessee may 
rocdve a lhrcc (3) mootb cxtawoa of the tam In which IO cam a reduced royalty rate by Jiving DO(Jce to the Commissioner of thc General Land Office, commencing drillln,g opcntlons on an 
additional wc.11 prior IO the cxplntloo of such three()) month period aod prosecuting diligently and in good faith the drilling of such additional well and completing aame so that productJoo In 
~ quaotities la cstabllsbed and ,o thll such productioo Is brought oo line and Ales thereof ll'C oommenced prior to the cxplntloo of JUCb three()) moo.th cxtcnslon period. 

(P) NO OEDUCI10NS: Lc:uce aarc,ca thll all royalties aocrulng IO Leuor under thiJ lease ahalJ be without dcductJoo for the cost of producing. tnmsporung. and ochcrwisc maldna the 
oil, ps and ocher products produced bcmmdcr ready for sale or 1UC. 

(C) ROY AL TV IN KIND: Notwitbstmd.ioa anyth.i.a1 ccntalned ba-dn to the ccntnry, LClaor may, at Its option, 11pon not lea than 60 ~ notice to Lcuce. rcquJn, 11 any time or from 

time to time th.at ~ent of all or 1QY royalties acaulna IO Leuor under thls lease be made in kind without dcductlon for the cost of producing. ptbcrlna, IIOrlna, ecparatlng. treatina. 
~ oom.prcaina. processina. transpOrtina and ochcrwiJc making the oil, ps and ocher products prod.uced bcrc:undcr ready for Ale or UJC. 1-sor'1 right to wee Its royalty In kind 
aball llOt dim.lnlsh or oeptc l...eao('1 rights or Leuce'1 obliptions, whelhcr express or lmpliod, under thls lcuc. 

(0) PUNT FUEL AND RECYCLED GAS: No royalty ahalJ be pcy.ble oo IQY ps u may rcpucnt thls lcue'1 proportiooatc share of any fuel u.scd IO process ps produced 
iwr-dcr la .,. proccabia plma.. Nocwi~ aoythlna cootained bcrem IO the oootrwy, aod subject IO Ille OOOJent In writ.Ina of the Commissioo.cr of the Ocncrat Land Office. Lc:ucc: 
mq -,.do ps for ps lift purJ>C*I oo the kMcd prcmiJc:a allcr the Uquid bydroeatbonJ oootained In the ps have been removed. and DO royalties &ball be payable oo the gas IO rcc:yded until 
,ucli time a Che pme may cbeRaftcr be produced arid eold or u.scd by Lc:ucc: In JUCb manner u to entitle Lessor IO a royalty tbcrcoo under the royalty provislow of this lcuc. 

(I) MINIMUM ROY ALTY: During aey ya,r allcrthe cxplntloa of the primary tam ofthiJ lease, lf thiJ lease iJ maintained by produc:tioa, the royalties paid IO Lcuor In DO event &ball 
be tea lblD 111 -ount equal to die IOtll annual delay raital bcrcin provided; oChcrwlse, there ahalJ be due and psyabte oo or before the last day of the month auccccdlng the anniversary dale of 
dw ie- a lUID equal to the IOtll annual raital less the amount olroyalties paid clurlnc the prccc:,di.Qa yew. 

(J) MARGINAL fROOUCTION ROY AL TY: Upoo Lc:uce'1 written applicadoo, the School Land Board may reduce the royalty rate Kl out in thiJ ~ and/or the minimum 
royall)' ICI OQI In ~ 4 (1) IO CX1CDd the cooaomJc life of thls lcue and cooounce rooaw:ry o( oil or ps that might odw:rwuc rcm.ain wvccova,,d. Any JUCb royalty rcductioo must 
ooo!orm to the rcqulrcments of aqy School Land Board admlnlslntive Nies oo thiJ aubjcct. Royalty may not be reduced below the ipplieable IWUlor)' minimum. 

S. 11.0Y ALTY fAVME.NTS AND REPORTS: All royalties not lakm In kind shall be peld ID the Commissioocr of the 0cncrat Laod Offioc Ill Amtin.,. Texas, In Ibo following maoocr: 
~ o( royalt)' oo productioo of oil arid p.s lha11 be u provided In the nales Id forth In the Texu Rq!atcr. Rllles currently provide th.at royalt)' oo oil iJ due and mlllt be rccc:lved In the 

o-,..1 Lmd Offioc oo or before the Sth ~ ol the ~ mooth IUOCCOdin1 the month of producdoa, and royalty on p.s iJ due and mu.st be rocciYCd In the Ocncrat Land Office oa or before 
.. I SCI, ~ o( the ~ eoatb IUOCCOdina the month al prodllctioa. aocomp.nied by the affidavit of the _., m-,cr or ocher authorir.cd agent, completed In the form and maoncr 
preecribod by Che Ocncrat Lmd Offioc and ahowlns the p-oa amount arid dupolitioo of all oil arid ps produced 111d the m.ta:t value: of the oU and ps. tocctber with a copy of all documents, 
-,ta or rq,arts con.fionbls Che grou produc:tioa. dilpolitioo and m.ta:t value: includin1 ps meter readinas, pipeline rccc:lpu, ps line receipts and ocher chccb or memoranda of amount 
producod arid put Into pipdlnca, tmb, or poou and gas lines or pa l!Ongc, and eay other rq)OIU or -«di whlcb the Ocncrat Land Office may require to vcrlfy the grou productioo, 
~ arid m.ta:t value. ID all eaxs the ...tbority o( a manaccr or aaait to ICC for the Lc:ucc: bcrem mUJt be flied In the Oenc:nl I.ADd Office. Each royalty payment ahalJ be aocompanied 
by a choclc stub, ac:bcdulc, IUDIJl1ar)' or other ranlttancc advice abowln1 by Che uslaned Ocncrat I.And Office lease number the amount of royalty bcina paid oo each lcuc. If Lessee pays bis 
royal()' oo or before t.blrty (30) ~ allcr the royalty peymcot wu due, tbal Lc:uce owct a pcnalty of S% oo the royalty or ru.oo, whlehevu iJ greater. A royally payment whlcb iJ over t.blrty 
(30) .,_. Ille lhall lOa\lC a pcnalty o( 10% oJl'the royalty due or Sl.S .00 which= ls pw.a-. In addidoo lO a pcnalt)', royalties ahalJ aoavc Interest II a r111c of 12% per year, such Interest will 
bql,, ecauins when Che royalty iJ ~ (60) ~ CMtdue. Affidavits and aupponins documc:nU wbicb arc DOI flied when due &ball Incur a pcnalty In an amount Id by the General Land 
Offioc adalinlJtnd...., nale wbkh b dfoctivc oa the dale whm the affidavits or aupponins documents 'tWR due. The Lascc ahalJ bear all respcxuibllhy for paying or causing royalties to be 
.,.id u prela'locd by the due: dale provided bc:rcul. hymcot of the dcllnqucocy pcnalty ahalJ In DO w.-, opcntc to prohiblt the Staid, right of forfeiture as provided by law nor ICC to posq>ooe 
d>c daa,o oo wbkh royalties 'tWR originally due.. The aboYe penalty provillow ahalJ DOI -i,ply In cases of title dispute u to the Stllc'a portion of the royalty or to that portion of the royalty In 
dupuco as IO fair market value. 

'- (A) RESERVES, COl'\'TRACTS AND 0111ER RECORDS: Lc:ucc: ahalJ annually furolsb the Commlssloocr of the Ocncrat Laod Office with lts best possible cstimalc of oil and Pl 
l'CICNel undcrtyina this lcuc or alloc:.ble ID this leuc and lha11 fllrn1Jb aald CommlJSloocr with oopies of all contrac:u under wblcb ps b sold or proccuod and al.I IUbacqucnt agreements and 
~ to ,ucli cootrac:u witbill t.blrty (30) ~ allcr ca1au1& Into or malcin& such cootracU, ogrcc:mc:ots or -cndmcats. Suell oootnoctl lllld agrccmcats wbca rccc:IYCd by the Ocncrat 
I.And OO"JCC lball be beld In coo!idcnce by Ibo Ocncrat Land Office mlcu odw:rwuc aithorlz.cd by Lc:ucc:. All other oootnoctl arid records paulnlng IO the production, ll'lllllpOftltioa, Ale and 
8llbcins al the oil arid p.s produced oo Aid pranlJCS, includinc the boob and accounts, rccc:lpts arid diJchlrges of all wdlJ, Wlb, pools, meters, and pipelines lb.all at all times be 111bjcct to 
lupcctioa and cumlnadoo by the Commwioocr oftbc: Oenc:nl Land Office, the AUDmc:y Ocacnl, the Govcmor, or the rqnsc:owive or any of them. 
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(B) ORJ LLINC RECORD : Wrincn notlcc al all opcnlions oo dw lcaJc &ball be submiucd IO the Commissiooa- of the Ococnl Land Office by Lcsscc Of opcnlOf liw (S) ~ befon, 
..,.ct dlK, ~over. ro-cotry, IC:mpon,y .i-doamca& Of plug oad .i-doomcnt of any well or wel.lJ.. Such wriuco oodco IO lbe Oc:ocnl Land Office abalJ Include copies o< Ral"'-1 
~ fonn~ (Of appliQtioo IO drill. Coples olwdl tau, oomplcdoe ttpO<U oad plugg!Aa ttpO<U &ball be supplied IO the Ococnl Land Office • the time they we r.Jcd wilh lhc Tow 
aai.lroed Qimmiuioo. Lcsscc shall supply the Ococnl Land (){l"'iCO with fG'/ rocon1s, mcmonoda, eocouots, rq>Ortl. c,unlnp and oo,u, Of ocher lnformatioa rcladw IO lhc opcntioa of the 
~bed premises., which m_,. be requested by the Oc:ocnl Land Office, I.a add,tioa lO diosc bcrciD cxprcssly provided for. Lcsscc shall haw an dcelrical and/or ~vii)' swvcy 
•• oa dac bof'o.bole tcetioo., &om the hue of the-<- culna IO die IOCal depth of wd1, ol all ~ drilled oa the above clcscribcd prcmlscl and shall tnnmi.ll a INc copy of lhc log of each 
..vey Oil cacb we.II IO the Ococnl Lmd Office within fit\ccn (IS)~ al\er d,c maldna ol uld IW'Yey. 

(C) PENAL TI ES: Lc:uco eball Incur • penalty wbcocwr- rq,on.s. doeumcots Of ocher IUICri&b ore - filed I.a lhc Ocncnl Land omoc wbal due. 11141 pcm.Jty fOf late lillna lhall bc Id 
by die Ococnl Land Office adminulnllw rule which Is dTCCliw oo the date wbca the matcmlJ _,, due I.a the Ocncnl Land Offioc. 

7. RETAINED ACREAGE: NoewlthJlaodusg 111y proviJloa of thls lease IO the ooatnry, ~ a well producina Of capable of producing oU or ps has bcai completed oa the leased 
premises, Lcsscc &ball cxcrcue die diligence of • rcuoaably pN<lcnt open1or In drilling atcb add,tiooal well Of wells u IMY be rcuoaably o--,, (Of the proptt devdopmcnt of die kucd 
prcmlscl and In marlccdng the produdioo ~ -

(A) VERTICAL: Ill the CYall dUJ lcuc b lo force and dTctt tw0(2) ycan al\crthc cq,intioo date of the pnma,y Ofcxtaldcd lalD It &ball then~ u 10 all oflhc lc:asod prcmlscs, 
EXCEPT ( I) 40 acres IWTO<ll>CliJla cacb oO wdl apable of produdna I.a ~a qu.aotities and 320 ecrcs ~ each ps wdl capable of produdn.1 In ~ quantitic, fuidlldina a abut· 
la oil or ps -..ell as provided In Pvlppb 11 bc:rcof). or a well upon wbkh Lcsscc ls then capged In ooatinuous dnllul& Of rewor1dna opcnliou, Of (2) I.he ownbcr of acrc:s Uldudcd lo a 
~ pooled wilt punumt IO Nanni Raourca Code ScctiOllJ n . Ul·Sl. 1$3, Of (J) IUCb putc:r Of~ ownbcr of acrc:s u may lhco be allocalcd for prodllCltioo purposes to a pnntioo 
_. £« cacb such produc:!Ag wdl UDdcr the rules and regulations of the Rallroed Commwloa ofTcus., or any IUCCCSSOf agency, Of ocher govaumcatal wthonty baYID& Junsdicuoa Willwi 
,o .,._ ol • J*tia1 1amhuition o( dw lease lo IICCOl'dancc with thls subpwqrapb and upoo .,.,mtt1t o( the mlnimwn filina fee Id by Ococ:n1 I.and Office rules lo dToct at die tlllle of I.he 
,-1W llnliulion, 1-lball MW Ille right IO obWn a suruce lease (Of iQgrcu oad cgrc:a Oil and - the loCnl1lmlcd poruoo of the lcucd prcmlJca u may be n:uoaabl,y occaary (Of the 
.......s opcncioo ol Ille portkm ol ibe lease rcm.alnlna In force -s dioct. If Lc:ace fallJ 1111 WY fOf • arc- leuc withlai lbe 90 d,y pcrlod ,pccl&d above. Lcacc m-, apply for a 
..t- lcmc from Ille I.Aod Office, but the Land Commlulooa- has die dhcrdloa lO grant Of dcay such ipplkatloa and IO Id the fee for such lllruCC lcuc. 

(B) IIOR1ZONTAL: Ill die CYCOt lhil lease It lo force and dTctt IWO (l) ycan al\cr the cxpintloo date olthe primary Of extended lam it ahalJ fW1bcr la1IWW.o u t.o all dcpdu below 
100 feet below the IOCal dqlch drilled (bcrcinal\cr "deeper dcpdu") lo CICh -..cll localcd Oii acreage rcwncd lo l'lngrapb 1 (A) above, wiles, Oil Of be(on, IWO (2) ye.an at\a the primary Of 

• CXlcndcd 1cnD ,._ p.yw m mnouat c,qual 10 ~(Ill) oldie boow originally paid u ooasidcndoo [Of lb.ls lease (as spoc:ilied oa page I hcrool). If IUCh amounl ls paid, lb.ls lcuc shall 
be In fon:e llld dToct u to such dcq,cr" dcpdu. md Aid tcrmJn.tloa lhalJ be ~ for III additiooal pcrlod o( two (2) yan and oo Iona thcrcal\cr u oO Of ps b produced I.a ~ quantities 
Crom such dcq,cr" dcpdu COYCrcd by lb.ls lease. 

(C) IDfNTIFlCA TION AND FlUNG: Tho IUl'faoo acreage rcuinod bcmmdcr as t.o eech well aball, u ocsiy u pn,ttlcal, be in the form o( a equan, with the wdl localed lo the ccaucr 
tbcreo(, or IUCla ocher lhapc u may be lll)pl'OYCd by Ibo School Land 8oard. Wlthlo lh.irl)' (30) clay. at1a puti.al l.cmtluticll of this lease u provided bcrdl1, Lcace abalJ c.xccuto and rcccrd • 
..-or rdc8Ja ooatalolna • ~ kpl cbcrlpdoo of die .crcaae Md/or dcpdu ooc rcwncd bcmmdcr. The recorded rclcase, or • certified copy ol umc, lhall be ffied In the Ococra1 
1..-d Offioe, ecoompmllcd by dac filliia fee prac:n"bcd by the Ococnl Land Office rules lo dTctt oa the dal.c the rclcuc ls mod. If Lcucc fails or rcfusa IO cxccuie llld rcccrd such rcJeue Of 
,.._ ,.t1W,a lllnecy ('90) dl)'1 lfticr being ~ to do oo by the Ococnl I.Aod Office, lhco lbe Commissioner at b.iJ IOle diJcrdloo may dc$1pc by wrltlal irubumcnt lbe ICl'C&gC and/or 
..., IO lie relcucd bcmmdcr md rcccrd such irutrvmcot at Lc:uce'1 cxpc:oJC lo the oouoty or oounties where the lease ls loceted and lo the official rocordl of tho Gcncnl Land Office and 
.di deelptdc- shall be bCndina "l)OII Lessee for all purpoaa. If al aay time ~ lbe dicc:tiw date of the partial tcrminatioa provlslotu bc:rco(. die applicable field rules are chanced or the 
wdl or -a. loatcd lbcrcoa arc n,classilied oo tbal lcu .crcage ls lhcrcal\a allOQltcd IO uld well Of ~ fOf producdoo ~ this lease aha1I tbawpoo tcnnlnate u t.o all acreage -
tbaaftar alloailod to uld well or~ for production pwposcr.. 

I. OPPSET WELLS: If oO md!Of ps llhould be produocd lo oommcrdal qu811tltles from • well localed oa land privatdy owned Of oa State land k:asod at a lcua royal.I)', wbk.b well ls 
..w- - "---! (1,000) feel ol Ibo area IDduded lio'dA, or wbldl wdl ls drainlns the aRa COYCrcd by dUJ lcuc, die Lessee aball, withlo u.ey (60) ~ atla such Initial productloa from 
....... -a orlbowell loc.lod widlla ooe e.c.a-1 (1,000) feet from ibe area COYCrcd by dUJ 1euc begin lo eood faleb llld plOICCUIC dillsaitb' the drllllna ol111 «&ct wdl oa Chc

0

arca 
_... ., ... lcac, md aoci, o«-,( well lhall be driDcd 10 IUCh dqlCb u may be ~ to preYCDt the IIIMluc ~ ol the area COYCrcd by Ibis lcuc, and the 1.-. manager Of driller 
..a - • - -r • a aood faith dfort to malco IUCh olfJd well ~ oil md/or p1 la ccmmcrdal qu.-titlca. Only Ol)Oll the dc.urm&ullloa al the Ccmmlaloocr llld with b.iJ 
....;u.,.. approval may lhc ~eat o( a -pcnatory t'O)'lll)' llllt.isfy die obUptlca IO drill III offtd wdl or wd.b rcquircd UDdcr this J>ananipb. 

, . ORY 1101...lJCt:SSATION OP PRODUCTION DURING PRIMARY TERM: If. duriq the primary lam bcn:iof llld prior t.o dbocM:cy and produc:dco ol oO or ps oo Aid 1-1, 
i.-*>u1d drill a «y bole Of Ida tbcrooa.. « If durioa lhc primary 1CnD hcn,ol aad at1a the dbocM:cy and ecwat produdioo of oil Of ps from the lcucd prcmlJca IUCh production lbcrco( 

*"'id - &om 1111 caa-c. tbla lcue lball .oc ta'IIUllalC If oo or bc{on, lbe cxplndoo o( ai.ey (60) dl)'1 from cl.ale ol complctioo o( &aid «y bolo Of ocaalioe of productioo Lc:ace 
_ __. lldditloo.al drilliq Of rewoddac opcndoos tbcrooa., Of p1y1 Of ~ Ille oc:xt 11111U&1 dcl-, rmtal ia lhc NIIIC m.aoocr u provided In dw lca,e. U: cluriq Ibo lasl ,._- ol die 
priiury lcnD or whbiD alX%)' (60) dl)'1 prior lbc:mo, • dry bole be ccmpldod aod abllldonod, or the productioo o( oil Of p1 abould ccuc, for Ill)' caue, Lessee'• riabls lhalJ remain ia Cull force 
..d dfoct widiout furtbcr opcndoos .n tbe cxplnlioo of the primary k:nn; md If Lessee flu ect ~ productioo lo ~ qu.aotitia at lhc cxplndoa ol tbc primary lam, Lcacc may 
-.aumla lli.i, lcue by oonduc:dna .dditloo.al ckilliq or l'e'lll'Orldq opcndoos pur'IU8lll t.o Pngnpb 10, IUUII Ille cxpirMioa o< tbc primary la'ID u tbc dlLC al ocuatioa of productioa under 
r.nc,,,,pll 10. saio.ld tbe lint well or ray~ wdl drilled oa Ibo above clcacribcd Imel be compldod u a .iwt-aa oU or ps well wllblo the primary lcnD llcrooC, 1-may ..-c 
~ ol .. _..,... i. tbe w w• provided ba'CUI oo orbdorc lbc rmtal ~ dalo followlq lhccxpintlon ola!X%)' (60)111)'1 &om thedliC oloompkrioo o{IQC:b abut-lo oil 
or .. ...0 ..d .. tbe flllhn IO -*c mdi .,.,-. tu. lcue lhall lplo faao lenl1lnMc. I( at Ille apinlioo ol the primary la1D Of 111y time tbercaft.cr a lhul-ai oU or pl well Is toc.cd Oil 

.. --i ~~...,be m8de lo .ccor-dlocc with the .tu.-lo provlsloos bcrcol. 

It. assATION, OIULUNC, AND llEWOlUONC: IC. at\a" Ibo apinlioo ol Ille primary 1cnD, produc:doo ol oU Of ps from ibe lcuod prcmlscs, al\cr ooce oblal-1, should cc:ue 
._ -, -. tbla 1cue .a u __.. If ~ commmoc:a lldditloo.al drillhla Of rewoddac cpcndou wltbla alX%)' (60) dl)'1 .n..- IUds _.;oo., -i e1w 1eue shall remain • ru11 
bee ..i .&a for ao looa 11 _.. opcndou ooalioue ill eood 6"di llld la worfan..m1lb ...- without lataniptioos IOCalio& more Chlll alX%)' (60) ~ 1f IUda clrlilina « l'C'WOl'dna 
opcndam ,-ll ill tbe prcdudioD ol oil or p1, tbe lcuc lball rcmala lo f\all fon:e aod dfoct for ao Iona u oil Of ps b prodoccd &om Ibo lcucd prcm1Jca lo ~ quatitlca « pllYIIICIII of 
..__. ol or ps wdl royaltia or ,-ymmi al com~ ,,,,,.Jdes ls audc u provided ba'CUI Of u provided by law. If the drilliq Of~ opcndoos result In the complcdoa ol a wdl 
II a dry ...._ dac lcue will 80C ISmlaale If dac 1-oommCDOc:a additloo.al ~Una Of l'e'lll'Orldq opcndoos wllblo alX%)' (60) dql al\cr the complcdoo ol Che wdl u • «y bole, and lb.ls lease 
lhall ,_... la dfoct ao Iona • ~ coadolK.t drilliq Of ~I opcntlolU ID eood faith and la a wor1analllib IUIIIICr without lala'Npdoo.a IOCal.iq m<n Chlll alX%)' (60) ~ Lc:ace 
shall siYc wrium ectlce IO the Ococnl I.Aod Office within dtley (30) dl)'1 o( Ill)' ccssadoo ol productioo. 

I l. SU\I T-lN ROY AL TIES: f or purpoec:a o( Ibis l*'lflll!b. "wdl 0 me8111 IIIY well dlal lw bcca usia-1 • well awnbcr by the - agmcy havlna jwudlctioa cm.,r lbe producdoa of on 
and ps. If a1 •Y time after tbe cq,ln,doo ol Ibo priiury lcnD ol • leuc tbal, until bdna ihut la.. - bdna maia.talJlcd lo force md dfed, a wdl ~ ol prododna oil or ps lo ~ 
qu.aotida Is loatcd oa Ille laicd prcmlscs, but oil Of ps ls ect bciq prodoccd (Of lade ol lU!table productioa Bcllitia or bclc o( • suitable mMbt, dim Lcace mq 1)11)' u • lbut-lo oil or ps 
rcyaltr • -ouac c,qual IO doubk the 8IIDual rmtal provided lo die leaJc, but ect lcu Chlll S 1,200 a year fOf each wdl capable ol producina oil Of ps In ~ qu.aotitles. To be dfoctiw, 
act, la1dal ihuc-lo oil or ps t'O)'ll(y mut be paid oa or before: (I) the c:xplndoa of the primary lam, (2) 60 ~ al\cr die Lessee ccaJCt IO produce oil or ps from Ibo lcuod premises, or (3) 
60 dl)'1 afta-1-complda a drilllq Of ~ opcncioo la accord.anco with die lcaJc proYi.lioo.s; wbldlever dale b 1*11.. If die lhut-lo ell Of p.s ,,,,,_JI)' Is paid. the leuc aha!1 bc 
~ IO be a producina lcue and dac ~ lball CXlcDd ibe lcnD oldie lease for • pcrlod o( ooe ye. from Che CDd of the prima,y lam, Of &om tbe lint cl-,. o( Ibo month followina Che 
90llth ill wbJda productioa CCMOd, Md, al\c:r tbal, If 110 8Ultable production fdities or swt:ablc m-1cd fOf the oil Of ps cwts, Lcsscc may CXlaid Ille lcuc for four more IUCCCUive periods ol 
ooe ( I) yar by ~g Ille N111e -ouac act, r- oa Of before the cx:plntloo of each cbut-lo yur. 

ll. COMPENSATORY ROVAL1TES: If, durina Ibo pcrlod Ibo lca,c b lcq)l lo d:roct by i,.ymcnt cfdle ohlrt-lo col Of au ,,,,,_Jty, col Of pl IJ IOld ond ddiwrcd lo~· quantitica 
&om a wdl locMcd within ooe dlousmd (1.000) fed oldie lcucd prcmua -s-plctcd Ill the ume produdns raavolr, or lo aay caso lo wbkb chlnaac ls occurrlns. die rfcbt t.o cootlnue t.o 
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........ Ibo lease by payina cbe lh111-ln oil oe gas royallY ah&IJ CC&SC:, but lhc lease ah&IJ ranain dfcc:tivc foe the n:mailldcr of Ille yur foe which lhe royal1Y hu bcco paid. Tbe Lessee may 
mailllu tbe lease for four more IUCCCSSlvc )'em'I by Lessee paying compco.satOry royalty at the royalty rate provided la the lease of the mancct value of producdoo from the well cawlng the 
*'111.uce oc wbldi is complCIOd la 1he Ame producing rcsavoir and withl.o ooe thouand (1 ,000) feel of the leased prcmisel. The compco.sat0ry royalty is to be paid moothly to lhe 
Commlaioocr beginning oo or before the last clay of lhe monlh foll.owing the mooch la which the oil or gas is produced from the -11 causing the drainaae oc dw is completed In the Ame 
produciag rc:sawir and located within ooe thousand (1,000) feet of lhc leased premises; If lh.e compco.sa!Ory royalty paid In any 12-month period is In aa amount less than the annual abut· ln 
oil oc ps royalty, Lessee shall pay 111 amou.ot oqual to the diffcrcncc within thiny (30) clays from the c:nd of the 12-month period; and none or thcac provisiOCll will rcUevc Lcasec of the 
obliption or rcasooable ckYdopment nor the obligation to drill olfsct wdJs u provided In N.R.C. Sectloo Sl.034; bowcvcr, at the clctcnnuw.ioo of lhe Coa:unluioocr, and wich che 
Commluionct'1 writtca approval. che ~c:nt of compco.satOry royalties ah&IJ satisfy the obligatloo to drill offset -us Compensatory royalty payments which ID'C DOI timely paid will acaue 
pmalty and Interest In aooordaooc wich Paragrqib S of chis lease. 

U. EXTENSIONS: If, at che c:xplrat:ioo of the primary tam of this lease, produccioo of oil or gas bu DOI b«n obulned oo the leased prcmlsa but drillin,1 opc:ntiOCll arc belng conducted 
chercoo lo good f.aith aod in a good aod wor'bnanlh manner, Lessee may, oo or before the tJq)U'llioo or the pnma,y tcnn, file in th.e Ocoeral Laod Office written applicatioo to the 
Commissioner of che Gmcra1 Land Office for • lhl"Y (30) day c:xtauloo of this lease, accompanied by payment of Three Thousand Dollan (SJ,000.00) if chis lease coven &ix hundred forty 
(6'40) acres or less and Six Thousand Dollan ($6,000.00) if this lease coven more than &ix hundred rony (6'40) acres and the Commissioner "1&11, lo writing, extend chis lease for a thiny (30) 
clay period from and after the c:xplrat:ion of lhc prima,y term and ao long tbcrcal\a- u oil oc ps 11 produced ln paying quantities; provided f'urtbci-, !hat ,Lcsscc may, so long u such drilllng 
opc:ntiOOJ arc being coodu«ed man like applicatioo and payment eluting 1ny thiny (30) day extended period for an additional extension of chiny (30) daya ud, upoo receipt of sud! 
applicatioo ud payment., the Commluloner shall, ln writing. again extend this lease IO !hat same "1&11 remain in force for such additional thiny (30) clay period and so long thcrcafter u oil or 
p.s is produced in paying quantities; provided, howcwr, !hat this lease shall not be extended for more than a to<al of three hundred ninety (390) claya from and after lhc cxpiratfoo of the 
primmy lam unless production In paying quantities lw been obtalncd. 

14. USE OF WATER; SURFACE: Lessee ah&II b.ave lhc right to use water produced oo sa.,d land necessary foc opcntiOCll hCl'Clllldc:r and solely upoo the leased prcmisel; provided, 
~. Lessee thaJJ DOI use pocable water or water suitable for livestock oc irrigatioo purpo$C1 for water Oood opc:ntiOCll without the prior written consent of Lessor. Subject to its obligation 
IIO IN')' aunacc damqes, Lessee ahall have the right to usc IO much oC the aufacc of lhc laod tlw may be rcasooably necessary for driJJlng ud opc:ntin,I "''dis and transporting and manccting 
tbe procb:tioo thcrdrom., IUch usc to be cooduc:tcd under ooodltions of least 11\}ury to the surl'acc of lhc land. Lessee &ball pay suriaoe damage, In Ill amount Id by che General Land Office 
Ccci ICbcdule which is cffcc:tivc oo the date when lhe lc:tivity requiring lhe payment of surface damages occ:ut'I. 

IS. POLLUTION: la developing this area, Lessee ahall usc the highest degree of care and all proper l&l'eguards to prevcnl pollution. Without limiting the foregoing, poUutioo of coastal 
wetlmds, nawraJ ~ rivus and impounded, water shall be prew:otcd by the use of coot.alnmcnt fxilitics sufficient to prevail apillage, aoepage or ground water coownln.atioo. In lhc 
cvcot ol polllJtioo., Lessee shall use all means a1 it.1 disposal to recapture all~ hydrocarboos oc ocher pollutant and shall be rcspoosible for all damage to public and private properties. 

(A) UPLANDS: Lessee ahall build and maintain fcnccs around its alush, IWllp, and drainage pits and Wiie batteries sou to protect livestock aplnst loss, damage or injwy; and upon 
oompletioa oc abandonment of uy ~J oc wd1s, Lessee shall fill and level all alusb pits and cc!lan and completely eleao up lhe drilllng dte of all rubbish lhcnoo. 

(B} SUD.MERCED LANDS: No discb.wge of solid waste oc prbqe ah&IJ be allowed Into Swc Walen from uy driJJlng or a,ppon vcuclJ, produc:tioo platform. a-ew oc supply boat, 
'*'l'C. j8Clc-ap rig oc ocher equipment located oa lhc lcucd area. Solid wute ah&IJ Include but ahall not be limited to contalncn, equipment., rubblab, pwtic, &bu, and uy ocher man-made 
~e ltc:mi. A sign mwt be~ in a hlcb lrlffic ll'Ca oo all \USC!J and IIWllled plal{ocms ltaWI& "Discharge of aoy aolld WUIC oc p.rbage Into State Waters from vessels 
oc pl.ad'ocms la lllrictly prohibited and may subject a SlltC ofTcx:u lease to forfciturc. • Such IU!cmc:nt ahall be In lcttcrlng of at least l" In dz.e. 

(q RIVERS: To the extent ococsu,y to pm'alt pollution, the provisions found la subsections (a) and (b) ofthiJ paragnpb aha1J a1Jo apply to riYCB and rivabcds. 

(D) PENAL TV: Failurc to oomply with the requirements ofthiJ provisloo ~ result In the maximum pmalc;y allowed by law Including focfciture o(lhe lease. Lessee ahaU be liable for 
tbe _., caused by aucb failure and aoy COits and cxpcnsC1 Incurred in clClllini areas alfcctcd by the diJcbaraed wute. 

l'- IDENI1F1CA110N MARKERS: Lcuee shall erect. at a ~ DOt lo exceed twaity-tivc (2S) feet from each wdJ oo the premises co\la'cd by this lease, a lc111-'ble li"1 oo which 
lb.a be a&cd the D1111C ol the opcntor, the lease dcslgnadoo and the wdJ lllllllbcr. Where two or more -US oo lhc AIIIC lease or wbcrc -US oo two or more leases we cooncctcd to the pme 
ta: Niia)', wbcCha" by Individual Dow line coancct.ions dln,c( to the tank or IIDb or by a.sc ol a multiple header l)'llCm. each line bdwcc:o each wdJ met IUch tank or header ah&IJ be lcg,"bly 
ldcali6cd at all times, either by a linley lltlaCbed tag oc plate oc m ldc:ntilkatioo properly painted oo IUch line at a diswice not to cxcccd three (3) feet from such tank or bcadcr cooncc:tioo. 
&.id llpa, tap, plata oc ocher ldcntificatioo manccra ah&IJ be maln.talacd In a lccible ooodltioo throughout lhc tam of this lease. 

17. ASSIGNMENTS: The lcac may be trmsfcrred al my time. AU tnmdcra mwt rc:!crc:oce the lease by the file number and must be reoordcd la the county where lhe area is located, and 
Ibo reoordcd lnllSf'er or a copy ecrt.ifiod IO by the Counl)' Oaic of the OOUll(y wbcrc the tnnd'er ii reoordcd must be filed In the GcncnJ Land Office withl.o ninety (90) days of lhc c:xcc:utioo 
IMIC, • provided by NJLC. Scctioo 52.026, ~ by the fili.og fee prescribed by the GcncnJ Land Office rules In drCCI on the date o{ receipt by the Gmcral Land Office of such 
trmd'cr oc ecrt.ified copy tbcrcoC. EYCrY tnmdcrce ah&IJ IUCCCcd to all right.I aad be aibjcct IO all obligations, liabilities, and penalties owed IO the Statt by the original lcisce or my prior 
Inna:(- al the leue, mcludiq my liabilities to the -.c foc IIIIJ*d royalties.. 

11. RULASES: Leuoc m.-y release the ricbts IJ'llll,cd bcmmdcr-to the Stale al any time by~ the Ideue In the COUDIY wbcrc chis area is situlled and filing the rcoordcd release or 
cati6od copy of -1n the Ocncnl I.Mid Ofiicc within ninety (90) claya al\« iu CDCUtloa eocompenled by the filing fee prcacribcd by the Ococnl umd Office rule, In effect oo the date of 
rcodpt by the Gcnen1 umd OIIicc ol IUCb release or certified copy fbcrcoC. Such Ideue will DOt have the dJ'cc:t ol rclcuiq Leuoc from my liabili1Y lbcn:toforc 80CNcd la favor of the Swe. 

U . LIEN: lo acoordmoe with N.R.C. Sec:doa Sl.136, the Saile aba1J have a fine lieu uppo all oil and ps produced from the orca covered by thiJ lease to ICCW'C IM',)'lllent oC all IIIIJ*d 
~ md oChcr 1U111.1 olmoocy th. may become duc-icr-dw k.uc. By IIOCCpQOCC oltb!J lca,c, Lessee lfllllJ the Stale, in additioo to the lieu provided by NJLC. Sectloo 52.136 and my 
oC111or applicable ltlWtOr)' Uco, m apru1 OOOlndual llcn oo and IJCOIJrity lot«cst lo all leased miDcn1a in and cdnc:(od from the lc:ucd prcmlac:a, all procccd.s which may ecauc to Lcsscc 
6- die Ale ol aucb lcacd m1ncnlJ, wbctbc:r IUch proooodl we lidd by Leuoc or by a third'*'>', and all fixtures oo and lmprovanentJ to the leased premises ucd in coancct.ioo with lbc 
productloo oc proocaln, ol IUCb lcaod mlncnil la order IO ICCW'C the p.ymcot ol all royalties or ocher amounts due oc to become due Wider this lcuc and to IIOClll'C J>9Y1Dent of 111y clamagea or 
loa Iii.Ill Lc:uor may suff'er by reuoo of l..cascc'1 breach of my oovmant oc ooodltloo of chis lease, whctb.cr apru1 or implied. ThiJ lien and .-ail)l lntc:rcst ~ be foreclosed wilh oc 
wtfbolit court procccdinp lo the mmocr provided la the Titlc I, Cb.rpccr 9 ol the Tcxu BUJlac:u and Commerce Code. Lcucc lif'CCS thJll the Commissioner~ require Lessee to excc:ute 
md record IUCb UlllNIDents u ~ be n:uonably ~ to admowlcdge, attach oc perfect this Ucn. Lessee bcrcby rcprcsc:ots !hat there arc oo prior or superior liCN oruing from 111d 
rdMing IO Lessee'• IICtivities upon the aboYo-cbcribcd propcrl)' or from Lcucc'1 aoqullitioo of thiJ lease. Should the Commluloocr al any time dctcnnlne tlw thiJ rqll'CSClltatiDO is not true, 
lbcn tbe Comml.uloocr m.-y declare this lcuc forfdled u provided herein. 

20. FORYEITUR.t! II Lcucc aba1J ulJ or refuse IO malcc the p.ymcnt ol aa.y sum within thiny (30) days al\a' it become, due, oc If Lcucc or m llltbori%cd agent lhould knowingly make 
m;y Cabe rc:tum or Cabc report COOCCl'IUIII productioo or clrillin&. or if Lessee shall &ii or rcfusc to clrill 111y offset -u or wdJs in good (altb u rc,qulrcd by i.w and the rules and rcgu1atloos 
*1opc.od by thc Comml.uloocr ol the Gmcral lAod Office, oc IC Leucc llhould fall IO file rcpor11 In the manner rc,qulrcd by law or f.alJ to oomply with rules and regulations promulp!Cd by the 
Ocncnl l.-1 Office, the School I.Mid 8-d, or the lwlroed Commwion, oc rc:fwle the proper autboric;y ecccu 10 the rcconb pcrtalnlna IO opc:ntioos, oc if Lessee or an autborircd agent 
mollld lmowlqly (all or rcfi&Jc to clYC ClOffllCC lnform.atioo lO lbc proper authority, or mowiq!y &ii or rcfUJC lo fwnuh tho Ococn1 Land Office a correct log of any well, or if Lcsscc "1a!J 
bowlagty vlolalc my of the material provisions ol this lca,c, oc If thiJ Lease is uslgncd and the assignment is DOt filed la the Gmcral Land OIIicc u ~ by law, the rights IIC(IUirod Wider 
dw lceN aba1J be 111bjoct IO focfdturc by the Commlulooer, aad he ahll1 forfeit pme wbai aufficlcntly Informed of the (ICU wbldi 111thcrizc a focfeiture, aod wbai focfdtcd tbe area ahall 
apla be a,bjoct to lease IO the hlchcat bidder, Wider tbc same regulation, controllln,c fhc oripnal &ale of lcasea. However, llOlhlng bcn:lo ah&IJ be ooostrucd u waiving lhe autoowio 
w.inaludoo of this lease by opcntioo of i.w or by rusoo of 111y spccW limitalloo arising bcmmdcr. Forfeitures may be act uldc and tb1s ~ and all rights th~ rcinsta1cd before the 
rigbb ol mocbcr lnlcr\'CDC upoo l&lia(IICl«y cvidCDce to lhc Commluloocr of the Gmcral Land Office of future compliance wilh the provisions of the law and of this lease and the rules 1nd 
rcplatlocu tbat may be adopted relative hcrc(o, 
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ll. IUVl!JUIEO TRACl"S: la die cwat dili leuc COYm a riwrbod, Lcaoc la bett.by ll)CIQllcally pwiiod Ibo riaht of cotU>Clll doawll llld CIODdcmoat- u proVldcd for in N.JlC. 
SectioGJ Sl.092-Sl.093, u • '*'of die cocuidcnuon mCMO& '° Laser for me oovcnaou bcrda made by Lcuce. 

11. AJ'!'LICABLE LAWS AND ORJ LLlNC RESTIUCTIO : llliJ lcuc lhall be 111bjcct IO all Nies and rccwattoos, llld amaM!mmta ~. pro11111ipled by die Commladooa of 
.. Ococnl Laod Office JOYU1llaa drilllna and producing opcralloiu on Pcnn111a11 Free Sdiool Laod ll)CCl{ically lndudi.aa • Y Nies promulpled dw rclllc IO plaiu of opcntiom, ~Clll of 

' llld aud,tlog proocdLrc:a. Md lhall be 111bjecc IO all ochcr vaUd - uta, Nies, rcg,mdou, ordcn and rinmcca dw may alfcct opcntioa.s under- Ibo provuioa.s ol tbiJ lcuc Without 
limJdaa tbc ,aicnlil)' of the forqolng. Lcuce bcl'dJy apc:a. by tbe .cccpe mcc of this lcuc, IO be bouDd by and lllbjcct IO all ~ llld rccwaiorY provuioa.s rdauq 10 the Gcacn1 Laud 
Offioc'1 eodi1 bUliq DOUOC aod IUdit banoa, procodurcs.. S&ld provlsJolls arc currauly found at ll Texas ~ve Code., Chapca 4, and Tcxu NawnJ Raow\,a Code Sectioa.s 52. ll S 
...i n. m lbrougt, Sl.140. la Che, CWGt thiJ lease COYm land r ... ncbb od or lcuod or othawiJc vsod by a uviptioa district or by the Unliod SUI.cl for the purpolO of uviption «.ocher 
,-pore lnddml IO die opcntloa of a pon.. lhCII Lcuoe lhall DOC be cotillod IO eater or poucu sucla land wtchout prior approval u provided under Scc:doa 61 117 of the Tcxu Water Code., but 
i.-ab&ll be c:nlilled to dcwlop IUda !Md for oil aod JU by chrecoooal ~lhng; provided, bowau, that 1111 ..<ace .-ill.Ina localoa may be ~ tbaa 660 fcct aod special pcrm.lulon (rma 

.. Commialoocr of die OcmnJ 1.-1 Office la ncocaaary to mal<e any lllrl'- localoa nearer than 2,160 fcct m~ at riaht angles Crom tbe DCarell bulkhead line or Crea lbc llCWUI 

*eel&ed bottom edge of any cbannd, ,Up, or 1Urnln1 basin which hu bcco authonzcd by lbe Ualtcd St.ates u a fcdcnl project for f11ture COCIStl'IICtloa ... 1uc1ie,,a- iJ nearer 

ll REMOVAL OF EQUIPM ENT: Ui- the l.cl"IIWlation o(lhiJ lcuc for any QUJC., L.cascc lhall DOC. ii, any CYalt, be pcrmiuccl IO remove the c:uinl or any 1*t of the cqulpmClll froii 
_, produc:ins. dry, or a.buldoned well or wcllJ without the written consent of the Commluioncr of the GcncnJ Land Office or hil authonzcd rcpresc:atativc:, nor &hall Lcuce. without the 
wriucn consent of aald Commlssloncr or h!J authomcd rcprucntatlve remove from the leased prcmiJCS the casi.na or any otha equipment, matcnal, madiiDay, appliancca or propc:ey owned 
~ i.- and uscd by LeslOO in the dcwlopman and produ«ion of oil or cu lhcrcfrom Willi all dry or abandoned wdlJ have bcco plugged and wibl all ahah or rcJUJC pita have boa! properly 
6llcd and aU brolcco or dlx.dcd lwnbcr, mac:blnay, or debris Iha.II have boa! removed from the prcmises to the Atimctioa of the aid Commluloner or hlJ 111thorir.od rq,f'Clelltabve 

1A.. FORCE MA.JEURE: Should Lcsscc be l)RYCIIIOd Crom axnplyuia with A11Y a:prca or unplted cowmo1 or tbiJ lease, Crom cooductina dnlhaa opcntJonJ ~ or Crea prodllaq 
oil -1or ps lhcrdl-om, allcr dfort made In eood faith, by -- or-. rcbdlicm., riau, suu.es.. fll'CI, ac:tJ o( Clod or any order, Nie or rccwadon of S()Y'CffllllClltal authon11, lhcn while so 
,..-ed. '--'• obUptioo IIO axnply with IUdi - sbaU be -.-clod upoa proper and ~ proo( prc:senlOd to tbc Commissloac:r of the Gc:ocnl 1.-1 Office UI &qlpOft or 
a.-'1 oommdoD and Leucc *811 DOC be liable for dmlaaa for failure to comply lbcrc,,nth (cxc:q,1 ba lhc CYCIU oC lcuc opcntloaJ IUlpCDdod u pro-,idcd ID tbc Nies md rcplatioa.s 
.dopccd by tbc Sdiool Laod Bcwd}, and tbiJ '- lhall be cxtClldccl wblle and ao Iona u l.aKc ii pn:wnlcd, by any lld cauJC, Crom drilliq. reworlma opcnrloa.s or procl.uciq oil md/or 
ps &om tbe IC&JCCI prcmues; provided, bowa-er, lh.at oodtlna bcrcin"lhalJ be COOSU\lccl IO IUJpClld the paymClll oCrcntalJ dunq tbc pn.ma,y or cxJmdcd lam, nor to abridic Lessee', riaht III a 
1U1pC11Sioo under--,~ - of tbiJ Sta1e. 

U. U'.ASE S£CUR1TV: '-- &ball lake tbc Wgbc:11 ckaroo o{ Qf'C aad all proper Afquarda IO proCect aid prcmua and IIO preYC:111 lhdl ol oil. au, aad ocher ~ 
&om aid lcate. 1lliJ lncludca, but b DOC limhod to, the lcutalladoa ol aU ~ oqulpment, aca1J, locb, or other appropriate protective dcYice1 oa or at aU - poiDtl • die kue'I 
prodDclioa. plbcrina and IICOra&e 'Y'lcmJ where theft or b~ can ocaa-. 1-&hall be ltable for the lou of any bydrnc:ar1>ocu raullina from lbd\ and &hall i-, the Stllc of Texas 
,oyattica ~ u provided bcrda on aU oil, pa or other bydroc:a,boa.a IOII by rca.. ol tbdl 

U. llEOUCTI ON OP PA YMF.NTS: lf, dutiJla the pri.ma,y 1Crm. a portion al the laod cowrcd by tbu lcuc la lncludccl with.m the bound.les of a poolod UDJI dw bu bocD appnM>d by 
.. Sdlool Lmd Bo.-d la 8CCOl'dance with Natural lletollrces Code Soctioru 52.lSI-Sl.l .SJ, or if, at any tlme afta the cr:plratioa of the primary 1a111 or the CXlcndcd ICrm. tbiJ lease coven a 
a-er -bcr o{ acra ._ die toeal amount daaibod bcrcln. payments lhM .-c made oa a per a.en bub bc:mmdc,r aball be rcclucod ~ to lbe ownbcr of IICrCI pooled, rdcucd, 
w,wdcrcd, or odlcrwbc -,,cl, ao lhM p11y111a1t1 determined on a per a.en bub lllldcr the termJ of thiJ lcuc duriaa the primary term ahall be calculat.cd buccl upon the ownbcr of acra 
-.de Cbc boundlries oC a pooled unit, or, if al\cr lhc ciq,lnwoa o( the primary ..crm, the IWIDbcr o( _,. .cwally rctaiJMld and cowrcd by tbiJ 1-. 

17. SUCCESSORS AND ASSIC : Tbc QOYCIWlts, coaditioru llld apcmcntJ oonwncd berdo &hall c:x1cnd to and be bllldlq upoo the hdn, cxcc:ulorl, edm1nlJtnlora, IUOCCAOl'I or 
-.sips o{ l.aKc ba'CUI.. 

11. ANTIQUTTIES coot:: 1111 the CWGt tb.-1 -.y fc.ature o< ordicoloelcal or lwl.orical iniouc b CDCOUDla'cd durin& die 1et1vitics IUthon1:cd by tbiJ lease, Leucc will lmlllcd111cty ocaso 
~ aad wW i..od'1&dy IIOtify tbc Ococnl Lmd Office and tho Tau lllJcorital CommlJlioa ao tblt edoqullc mcuures ~ be undaulcc:o to protect or l"OOOYa' IUCb dl9oowriCI or 
........ • ~ t.-b c:xprc:uly plaoccl oa 8GCioc oCtbcNaiooal ln.tonc:al Pracmlloa Ad. ol 1966 ~.IO~ 91S; 16 U.S C.A. 470).1- aall com.pt)' wi.th Cbc 
A8dqaidca Code olT-, ~ 191, Natural "'-'"" Code, u Mil-sod 

H . Vl:N\Jt: i.-- llld leslCC, lnchacbaa lcu«1 --. and pu, bcn:by ap-ce dla YCDuo for All>' dispute arisltta oua ol • provlsloD ol tb.la leuc, wbdber a;,rcm or lmpUc,d. 
r,iprdiq lntaprcudoa ol tbiJ lcuc, or rc1atlna lo All>' ...._, to cbla lcuc or to opplkable - law, _.., or ~ ve Nlea, rha1J be In a oourt oC compcu:at jwudacdoa located la Tnvb 
Coomey, SI.Ille of T cxas 

JO. tiASE 1'11.JNC: Plnuml to Chapler 9 o(lbo Tex. DtU. & Com. Code., tblJ i- 11111J1 be filed of record In Cbc off'IOC oldie Couo(y CkR In 1111)' ~ la wbidl aU or All)' pst olebc 
leucd prcmlJa b ioc.ocS. and ccrillicd coplc:1 lhcrcof mwt be filed la Cbc General Land Office Tbc prc,cribcd fillna foe Iha.II acoompany the ocrti.ficd copies ICIII IO the General Land Office. 
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J L EXECUTION: Tbu oil and CU lc.asc m llJI be 11.-t and ..:bowlcdgcd by thc Lcacc before 11 it filed of rcoonl In the councy records and In the Gcncnl Land Office of the s1a1c of 
Tcxu.. 

U '.SS£E 

TITLE: _ ___________ _ 

DATE: _ ____________ _ 

MONV WHEREOP, witness the signature of the Commission..- of tho General Laod Office of the State of Texas under the ICal of the General Land Office. 

STATgOP ________ _ ~ 
(CORPORATION ACKNOWL£0GMENT) 

COUNTY OP ___ _____ _ _ 

BEFORE MB, !be undcrsi,-1 aotbori1Y, oo tbls day pcnooa.lly api,-'Od. __________________ _ 

biowa III DC IO be thc pcnoo wbolc lllmC ls aiblaibcd IO thc forteolna lnstnanenl, u. _________________ o( 

------------------------------and aclaiowlcdicd to me !hit be executed lhc Ame 

Oivca under my hmd and ICal of office this lhc ______ day o{ _____________ _, 19 ____ ~ 

Nocary P\lbllc In and for. ____________ _ 

STATE OP _____ _____ _ 
(IND£V1DUAL ACKNO\VU:DGMENT) 

COUNTY OP ______ ____ _ 

Odore me, thc lllldcnilJIOd autbonty, oa this day pcnooa.lly ll)pCVcd. ____________________ _ 

1cnown to me to be tho pcnons wbolc umca arc subecribcd to the foregoln1 lnllnlmcot, and eclaiowlcdgcd to me thll they~ the 
Miiie for tbc puJp01CS and coo.sidcntloa dicrci.o c:x:prcucd.. 

Oivai Wider my hand and ICal ol office tbls the. ______ day °'-------------..J 19 _ ____ . 

Nocary Public bi and for ____________ _ 

6 



September 17, 1998 

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

Dear Mr. Lodge: 

·- j 

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

Sincerely, 

Robert B. Hatter, Director 



M·_q<:i~1 w ______ ...., __ _ 
TRAf..SMITTAL LETTER 

File Ozted - · . ... ----- ----



~ u s t i n , 'Otcxas 

0 1 LAND GAS LF.AS£ 
NO. M-'959' 

WHERE.AS. punullll lO the Tew Nllllnl Rc,ouroe.s Code 0iapccn ll. ll, 51, llld Oiaptcr Sl, Subchlplcrs A·D tod H. (wd Code bcu!a bcmnafttz rd'cnul ro as N.R.C.). IDd aib)«I 10 Ill 
rules aod rcsuJadOOI pn,mulpud by the Com.miwoocr of tho General Laod Office lftdlor che School Land 8olrd puraiml tbcreu,, and all odicr llpplicable SWUICS IDd amcndmmu IO uid 
N.R.C., the roUowu,1 area, 11>-wit 

S£CTION JO, BLOCK 5l, PUBLIC SOIOOL LAND SURVEY, CU1..8£RSON COUNTY, TEXAS. COl'<T'AINING APPROXIMATE.LY 640 ACRES AS SHOWN ON TIIB 
OFFICIAL MAP OP CUl..D ER.SON COUNT"Y O Fl U: lN TI r! TE.l G E.NERAL LAND omo:. AUSTIN. TEXAS, 

WU, after bcina duly odYuuJcd, offered ror lease the 4th day or Aucwc, 1998, 11 10:00 o'clock a..m., by the Commwiooct or the Ga,c:nJ Laod Oflicc or Ibo Stato o(Tciw and the School 
Laod Board or the Stale orTcxas, for tbe :,ole and only purpose of prolpCCWll aod drilling for, aod produclna 0tl and/or p.s dw may be found and produced from the above dc3cn'bcd arca. aod 

Wl !EREAS, after all bids IDd rcmluaoc:cs which wcro received up to said umc have been duly considered by the Comnussloocr or the Gcoaal Laod Office llld tho School Land Board II a regular 
m«tlna thcno( In the Gcomal Land Office, on tbe ~th day or Aucu,1, 1998, hctcinaJ\cr the •crrcctive dale. and it was found aod dc1A:rmiocd lb.I TITAN R£SOURCES. LP. ,..hose addrm ls 
SOO W. TEXAS. SUITl 500, MJOLAND, TX m o1 had offered tbe h,pesi end best bid fora leue oft.be arcubove described and ls. thcttforo.. mtided to receive a leue thereon: 

NOW, TI IER.EFOR.E. I. Gany Maw-o, Commissloocr or lhe GcncnJ Laod Office of the Stale ofTcxas, bcmnallct 10111climcs refcnul 10 a.s 'Lessor; "'bole addrcs.1 is Austin, Texas, by vinue of , 
the 111tbor!iy ~ In me and In consldcndoo of the psymmt by the bcrcinaJ\cr dcslpw.cd Lasce, tbe sum of Slxtttn Tbouu.nd u llundrtd T•,n o ty Snm a.nd lOII 00 DoUan (S 16,617.lO). 
reccip< o( ,..,t,jcb ls bc:rcby aclc:oowlcdgcd 1nd o( tho royalties, covcom,i.. sdpula.tiOOI and coodiliOOI cooWJM:d aod bc:rcby asr-1 to be p,ud, ot.aved and performed by Laacc, do bc:rcby demise, 
IJ1llll, lease and let unto tbe above mentioocd bidder the w:luslve riaht to pnispca for, produce and take oil lftdlor ps from tho afore:ald area upon the follOWUII tcrmJ and coodnloas, te>-wit: 

I . RESERVATION: There ls berd,y cxcq,ted aod rcsctVed to Lessor the Ml U3e of tho property covered hereby IDd all rip11 with respect to the sw&ce 111d ail:wrface thereof for any and 
all pwpolCS c:xccpc thoee pwllCd and IO lhc extc:ol bcrt.111 panted to Lessee, toacther wilh lhc ripu ol lntp"CSS md cpas 111d we of aa,d laods by Lcslor md 11> mmcnl laaca, for pw1)0kS of 
cxplorin1 for and producu,1 the millcrals wblcb arc DOt ooYcred, or ,..hich may not be eova-cd ln tbe funn, under Ibo LmDS of thiJ 1-. but "'bJch may be I~ within the surface ~cs of 
the leased area. All of Ibo ripu lo and to the leased prc:mlscs rcwoed by Lcsaor and all of the ri&b11 ln aod to the leased premises paoccd to Lessee bcran shall be c:xcn:iJed m IUch a manner tbal 
odlhcr shall uowly lniaf'm, w,tb the opcntioas of the odicr. 

l. TI:RM: Subjccl IO the other provisions bcreo~ Ibis leue shall be for a term of fhe (5) yes, from the clJ'eco,e dale bcreof (bcrao c:alled "pnmary term1 md u 1001 tbaeaJ\er a.soil or ps 
Is produced In ~I quaoutics from Aid area. 

3. 0 LAY R£1'(T' ALS: If ao w,:U be commenced on the laod hereby leased on or before the IUIIUvcnlll)' d.llo of Ibis 1-. dus ICJ!M sbalJ ICl"O:WWc as 10 both pwtics unless tho Lc:uce on or 
bcrore said date shall P9Y or laidct to tho Commusaoner of the GcoaaJ Lmd Office of tho Swe of Tau II Ausnn. Texas, the JWD of Ono Dollar (Sl.00). per KR. "'bicb ahall opcn1e u rmtal 

d the pnv11cac of def min& the commcacaocn1 of a wcU for twelve (12) months &om Aid CW&. In tin manner and upon like s-ymcaa or tc>dcts the commcaccment of a "'di may be 
• ~ Ci {erred {or like periods of Ibo same number of mootha succcun,dy dunog the pnnwy term bcreof 

• •,:Pi OD CTlO ROY AL TIES: Subjcc:t to the proYISions for royalty rcduc:uons set OU1 in subpanp-aph (E) of tha parqrapb 4, upon production of 011 and/or ps, lhe Lessee ~ 10 pay 
• lO be paid to lhc Commluloner oflhc Gcoaal Lind Ofllce 111 Ausun, Texas, for tbc we and bcocfit oftbe Stale o(Tcus, dunng lhc term hereof . 

• • ~ ) 0 1 L: N I royaliy on oil, "'hicb ls defiDed a.s lncluchna all hydrocatboos produced m a Uquid form at tbe mouth of lhc .... u and also all coo<knsaJc, disullatc:, and ocher liquid 
by recovered from oil or ps run through I scpanuor or ocher cqu1pmco1, a.s hcmnaJ\er provided. 1/5 I*' of the IJ'OU producuon or the marlcct value tbcrco(, 11 the opc,oo of lhc La:sor, 

• ~ value to be detmolncd by I) lhe hlabcsi pos1ed price, plus prcnuum, 1{ any, offered or paid for oi~ condensate. disull11e. or other hqwd hydrocarbons, rcspec'llvely, of a lil.e type aod anviiy 
!.,:, the ~ '.llmal area wbc:re produced and when nm. or 2) lhe lupcsi manct pnce thereof offered or paid ID the acncnl area "'here produced and "'hca run, or J) tho sroa.s proceedl of the sale 

• ii~ i,. ,..bicbe,,er b lhc pealCT. Lessee •(ll'Ca llw before any au produced from tho land hereby lcued IS ,old, used or proccsscd ,n a plane, 11 Wlll be run free of co.a to Lc:uor lhrougb an 
~Ullo oil and p., sqiarator or conventional type or other equipment II least a.s cffiaen1 10 the end tbal all Uquid hydrocarbons rcc:ovmible from lhe ps by IUCb means will be recovered.. Upon 
~ '!C: consc:nt o{Lessor, lhe requirement thal such ps be run throuah such a sq,a,ator or other cqwpmen1 may be waived upon such 1m11s and cooditioas a.s pracn'bcd by Lessor. 

• • • • '(D) 0 · PROCESSED GAS: As a royalty on any ps (inc:ludm1 Oared p.s). which 1s defined a.s all hydrocarbons and sas-i, subs- ooc defined a.s 0tl in subpa,qraph (A) above. 
produc.i from any 111ell on said land (exc:cpc as provided bcrCUI with respect tops processed ID a plant for the cxtnctioo of psoline, liqwd bydrocut>oas or other produca) lf5 part of the IJ'OSS 

w ~ or the market value lhcrcoC, at the opcioo of lhe Lessor, IUCb value to be bued oo Ibo hlgbes1 market pnce paid or offered for ps ot compenblc qualiiy in tho acacnl area where 
produced and "'hen nm. or lhc pos, pnce !*d or ofl"crcd 10 tho produca, "'btcbcver IS 1JU1er provided that the IIWWllum Jlr'CSSW'e bMc m mc:uunn1 the ps under this lease CODll'XI aball noc et 
any time exceed I~ 6S pound, per square lncb absolute, end tho SWJdard base tcmpcrawre sb&lJ be sat)' (60) desrc,cs Fahm1bc:11, comc:uon to be made for prcuurc aocoolina 10 Boyle's Law, and 
for specific SRYII)' accorduia to ICII made by lhe Balanu Method or by tbe mOll llf'Pl'O"ed mctbod of1cswi1 bcu,1 uKd by tho inJus1ry II the ll.llle of le:slulg. 
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(C) PROCESSED GAS: As a royalty oa any ps processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarboas. VS p,:t of the ~due ~ and 
tbe_liquid hydrocarbons extracted or the marlr:et value then,c,~ at the optioa or the Lessor. All roy.i'.tics due herein shall be based oa one hundred pcrceot (100%) of the total plant production of 
RSJduc ps attributable to gas produced from this lca.se, and oa fifty percent (SO%) or that percent ..:auing to Lessee. v.i:ucbevcr is the greater, of the total plant production of liquid 
b}droem'oous, attributable to the gas produced from this lca.se; provided that if liquid hydrocarbons are rccov.:rcd from ps processed in a plant in which Lcsscc (or its parent, subsidiary or 
affiliate) owns an interest. then the petCCltage applicable to liquid hydrocubons shall be fifty percent (SO%) or the highest pen:ent acauing to a third party processing gu through such plant 
under a processing agreement negotiated at arms' length (or if there is no such third party, tho highest percent lhen being ,pecified in processing agreements or cootncts in the industry). 
wlucbc:Yc:r is the greater. lhe respective royalties oa residue gas and on liquid hydrocarbons shall be determined by I) the highest market price paid or off'c-ed for 11:1y gas (or liquid 
hydroc:arboos) ofcompanble quality in the gcnc:nal area or 2) the gross price paid or offered for such residue ps (or the weighted average gross selling price for the respective grades of liquid 
hydrocarbons). whichever is the grcalcr. In no event. however, shall the royalties payable under dlis paragraph be Jess than the royalties which wou1d have been due bad the gas not been. 
pn,ce,,cd. 

(D) OTIIER PRODUCTS: As a royalty OD carbon black. su1phur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be 
•casinghead. • •<1ty• or any other gas. by fractionating. burning or any other processing. 1/!!I part of gross production of such products. or the tn.an:et value thereof, at the option of Lessor, such 
market value to be determined as follows: 

(1) On the basis of the highest mark.et price of each product, during the same month in which such product is produced, or 
(2) On the lwis of the average gross sale price of each product for the same month in which such products ,re produced; whichever is the greater. 

(E) VARIABLE ROY AL TY: (i) Subject to the other provisions of this lease. it is hereby provided that in the event production in paying quantities is establi.sbcd pursuant to the terms 
o( this lea.se and such production is broughC on line and sales tbcrcof arc eom..mcnced within twenty-four (24) months of the efl'ective date hereof, the royalty rate provided herein shall be 
n:duccd to 1S.7S,..., and shall apply to each subsequenc well drilled and produced oo. the land covered by dlis lease. Provided di.at. if during such twenty-four (24) month t.e:rm. during which 
Lessee may cam I reduced royalty rate of JI. 75% as hc:rcin provided, Les.sec should drill in good faith and complete the first well as a dry hole oa the land c:ovcrcd by this lease. Lessee may 
receive• three (3) month exten.sion oftbe term in which to eam a reduced royalty rate by giving notice to the Commissioner of the General Lmd Office, commencing drillin1 operations on an 
additional well prior to the c:xpir.moa of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production ill 
paying quantities is established and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period. 

('u) In the event production in paying quantities is established pwmant to the terms of this lease and such production is brought oa line and sa1es thereof are commenced after the 
expiration of twenty-four (24) months from the efl'ective date hm:o!but prior to the expiration o!Corty-eight (48) months from the effective date hereo( the royalty rate provided herein shall be 
mlucod to 19.375% IIJd shall ,pply to eacll o,bs<quont W<ll drillod IIJd produced oa Ibo land covered by du, lcue, Pnmdcd that. ;r during such twcnty,four (24) month - during which 
Lcsscc may eam a reduced royalty rate of 1,.375•;. u herein provided, Lessee should drill in good faith and complete the first well as a dry bole on the land covered by this lease. Lessee may 
receive a three (3) month extension of the term in which to eam a reduced royalty rate by giving notice to the Commissioner of the General Laod Office, commencing drilling operations OD an 
ldditionaJ well prior to the expiration of such three (3) month period and proscarting diligently and in good faith the drilling of such additiooal well and completing same so that production in 
paying quantities is established and so that such production is brought on line and sales thereof arc commenced prior to the expiration of such three (3) mooth extension period. 

(F) NO DEDUCilONS: Lessee agrees that all royalties acauing to Lessor under this lca.se shall be without deduction for the cost of producing. transporting. and otherwise making the 
oil. gas and other products produced hereunder ready for sale or me. 

(G) ROYAL1Y IN KIND: Notwithstanding anything cmtlined herein to the contraty,Lcssormay, at its optioo, upon not less than 60 days notice to Lessee. require at any tmie or from 
time to time th.at. payment oC all or any royalties acauing to Lessor under this lease be made in kind without dcducti011 for the cost of" producing. ptberiog. storing. separatillg. treating. 
dchydnting. compressing. processing. transporting and otherwise making the oil, p.s and other products produced hereunder ready for sale or use. Lcssor'1 right to take its royalty io kind 
lhall not diminish or negate l.css«'s rights or Lessee's obligld:ioos,, whether express or implied, under this tease • 

. (H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable oa any ps as may represent this Jca.se's proportionate share of any fuel used to proc:css gas produced 
hereunder in any processing plant. Notwithstmdiog anything cootained herein to the contrary, and subject to the consent in writing or the Commissioner or the Gcncra1 Land Office, Lessee 
may recycle p.s for ps lift purposes oa the leased premises after the liquid hydrocarbons cootaincd in the gas have been removed, aod no royalties di.all be payable oa the gas so re,cydcd until 
such time as the same may thc:rcafter be produced and sold or used by Lessee io such manner as to entitle Lessor to a royalty thereon under the royalty provisioos of this lease. 

(I) MINIMUM ROYALTY: During any year after the expiration oftbe primuytcrm. of this lease, iCtbis lease is maintainod by production. the royalties paid to Lessor in no event sball 
be less than an am.otmt equal to the total annual delay rental hcrc:in provided; otherwise, there shall be due and payable OD or before the last day of the month succeeding the armiversary date of 
this Jca.se I sum equal to the total annual rental less the amount of royalties paid dw-ing the preceding year. 

(J) MARGINAL PRODUCTION ROY AL TY: Upoo Lcsscc's writtco applicatioo, the School I.arid Board may reduce the royalty rate set out in this paragraph and/or the minimum 
royalty sc:t out in subparagnph 4 (I) to extend the ecooomic JiCe of this lease and c:ncoun.ge rccovcry of oil or gas th&c might otherwise remain ~ /vJy such royalty reduction muse. 
COGl"orm to the requirements of any School Land Board administrative rules oa this subject. Royalty may not be rcduc:ed below the applicable statutory minimum. 

5. ROY ALTY PAYMENTS AND REPORTS: All royalties DOI taken in kind sh.all be paid to the Commissioner of the General Land Office at Austin. Tew, in the following manner. 
Payment of royalty on produc::tioa of oil md gas shall be as provided i:a the rules Jet forth in the Texas Register. R.u!es CW"CD.tly provide that royalty oo oil is due and must be receiwi1 iP ~ 

Gc:acral Land Office oa or bcfCl"C the Sth day of the aec:oo.d month socceeding the moath of production., and royalty OD gu is due and must be received in the General Lmd Office oa • ~ 
the 15th day of thc sccood mooth succccding the month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and :dmi1r 
JRSC"l,ed by the Gcacnl Land Offic:e aod showing the gross amount and disposition of all oil and gas p-oduccd and the market val.ue of the oil and gas. together with a copy of all ~ 
records or reports coofinning the gross productioa., disposition and market val.ue including gas meter readings. pipeline receipts. gas line receipts and other checb or memoranda olamc'1.lt 
poduced and put into pipelines. tanks. or pools and ps lines or ps storage, aod any other reports or records which the General Land Office may require to verify the gross produd¥1D., 
disposition and market value. In .it eaxs the authority of I m.an,.ger or agcot to act !or the Lcssoe hcrciD must be filed in the General Land Office. Each royalty payment shall be ecc<lfi'Wed 
by a check stub. schedule, summary or other remittance advice showing by the assigoed Gen.en! Land Office lca.se nun:aber the amount of royalty beiog paid oa each Jca.se. J!Lessee paj!: his• 
royalty oo er bcfCl"C thirty (30) days lfter the royalty payment wu due., then Lessee owes a pcna]ty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over~ 
(30) days late shall accrue a penalty of 10-;. of the royalty clue or $25.00 whichever is greater. In addition to a pco.alty, royalties shall lCClUC intcrcse at a rate of 12% per year; such lotffl'fWa 
begin accruing when the royalty is sixty (60) days ovudue. Affidavits and supporting documents which are not filed when due shall incur a pcoa]ty in an amount let by the Gend'al Ladl!I. 
Office adm.inistntivc rule which is effective on the date whco the affidavits or supporting documents were due. The Lessee ab.all bear all respoo.!ibility for paying or causing royalties to.be 
paid as prescribed by the due dato provided herein. Paym.eot of the delioquency penalty lhaU in no way operate to prohibit the State's right of forfcitw'c u provided by Jaw oor Kt to pofWf 
the date on which royalties were originally due, The above penalty provisions shall noc apply in cues of title dispute as to the State's portion of the royalty or to th.at portion of the ~JY. if• 
dispute u to fair market val.ue. • • •••••• 

6.. (A) RESERVES, CONTRACTS AND OTIIER RECORDS: Lessee shall annually furnish the Commissiooer of the General Land Office with its best possiDle estimate of oil'lmd -
reserves u:nderlyiog this lease or allocable to this lease and shall fumisb said Commissiooer with copies of all c:ootracts under which gas is sold or processed and all subsequent agreements aod 
amcodmcots to such contracts within thirty (30) days after catering into or making such contracts, agrccmcots or amendments. Such contracts and qre,emcots whco received by the Genera! 
Land Office shall be held in coo.fidence by the Gcacral Land Office m:ilcss ocbe:rwise authoriz.ed by Lessee. All odler cootncts and records pertaining to the production. trmsportatioa., sale and 
mmtetin1 of the oil a:od gas produced on said premises. including the boob and accounts. receipts and discharges of all wells. taob, pools. meters, and pipelines shall at all times be subject to 
mspcction and examination by the Commissioner of the Cicnen.l Land Office, the Attorney Ocoenl, the Governor, or the rcprcseotativc of aoy of them. 
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(B) ORJLLI C RECORDS: Wrinco oodce of all opcntions oo thiJ lease shall be submillcd to the Commlmoocr of the Ocncnl Land Office by Lessee or opc:ra1« five (S) day, before 
~ date. WOf1c:over, re-c11y, tcmponry abeodoamcnt or plus &lid abeodoamcnt of any wdJ or wclu Such writtcn oodce ID the Gcncnl Land Office shall iocludc coptcs of RaH.l'Olld 
Commluioo foniu for applladoa ID dnll. Copies ot wcll 1a1a, complcdoo rcporu and plugsins rcporu shall be aupplled to the Ocncnl Land Office II the nmc they .,.., filed with the Tcus 
Railtoed Commiuloo l..csacc shall aupply the Gcncnl Land Office with &0y records, mcmonada, ICCOUllt.s, reports. cuttutp and cores, or Olhcr ioformaliOD rclauvc to the opcn.doa of the 
abovc-dcscn'bcd premises, which may be rcquc:sted by the Gcncnl und Office. In addltioll to thOIC hcttio cxp,usly prov;dcd for Lessee ahall have an cleancal and/or radioacuvity aun,cy 

made oo tbc bore-bole acc:tiOG, from the base of tbc autfKC casuia ID the toUI dcpdi of well. of all we~ dnlled oo the above cksaibcd premises and ahall 1nrumh a true copy of the lot o( c.c1, 
survey oo each well ID the Ocncnl Land Office within 61\ccn (IS) daya aJ\cr lhc: malcin& o( aaid aurvcy 

(C) PENAL TI ES: Lc:ssce ah.all incur a penalty wbct1evcr rcporu, documents or other m11cnals are ooc filed in the Gcncnl Land Office wbCll due. The penalty for Ille fllill& shall be Id 

by the GcncnJ Land Office admlnlsntive rule wluch iJ effCICllve oo lhc: date wbct1 tbc matcnw wen: due III the Gcncnl Land Office 

7. RETAl £0 ACRE.ACE: Nocwilhstandio& any pnMJioo of thiJ leaJc to the contnty, after a well produeto1 or capable of produc1111 otl or ps bas been complcccd OD the lwcd 
premises, Lessee shall cxcrdsc lhc: dilisct1ce of a reuooably prudent opcn1or III dnll1111 such addlrlorw well or wclu u may be reasonably acceuary for the proper dcvdopmcnt of the leased 
prcnuscs and III marlcecing the produclioo thereon 

(A) VERTICAL: lo the CYalt thiJ lease u lo force and cffec1 rwo (2) yan a/\C'I' the cxpiRl,oo date of the primary or extended cam it ahall thCll lamlllalc u to all of the leased pranlscs, 
EXCEPT (I) ~O a.era surrounding each on well capable of producina In peying quanuties and 320 acres IUIT'OWlding cxb ps well capable of produana in payi,,1 quanuues (1ocludin1 a allul· 
lo oil or ps well u provided in Pansnph 11 bct'CO(), or a well upoo which Lessee iJ thcn cnpaed lo oootinuow dnllina or reworldna opcrarions, or (2) the number of acres locluded lo a 
producing pooled unh punuant to NuuraJ RcaowQca Code ScicuonJ S2.lll·S2.lS3, or(l) IUCh srcatcr or lesser number ofac:ru as may then be alloc.atal for produaioa purpo,a to a pronnoo 
uni1 for each auch producill1 wcll 110dcr the Nies and regulations oflhc Railroad Commiwoo o(Tc:us, or any IUCCCSSOI' a11ct1cy, or ocher aovemmcnw aulhority bavi.o1JwudJcdOD Witlun 
90 days of a panial 1cnnlo.adoo ol thiJ lease io accordaoec with this sut,p.narapb and upoo .-ymcot of lhe minimwn filina fee 1e1 by Gcncnl Land Office rules In cffec:c II the tune of the 
J*Ua1 1erminadOG, L.csscc aba1I bsvc the ript to obcaln a autfacc lease for lnsrcu aod cgrcsa oo and IICl'OU the tamUlalcd por1IOD of the leased prcmlscs u may be rcaioaably ncca.sa,y for tbc 
oootinoed opcndoo of lhc: portions of the lca.sc ranalnlng In force and dfccc.. lf Lasec &.Us to apply (or a autfacc lease withu! the 90 day period apccilied above. Lc:sscc may apply for a 

-<- lease &om the Land Office, but the Land Commluioocr bas the diJa'dioo to 1111111 or dcoy such appl1c:atiOD and to 1e1 lhe fee for JUcb auruce IC&JC. 

(B) l lOR120NT AL: lo the cvcnt thiJ lca.sc iJ In force aod dfec:c rwo (2) ycan allcr the c:xpirmoo date o( the pnmary or cnc:odcd cam 11 shall funbcr lcrmu:lale u ID all dcpchs below 
100 foct below the tocal dq,th drilled (bcrc:lnal\a "dcq,a' dcpchsj In cxb wcU located OD aacqe retained in ~ 7 (A) above, lllllcu OD or before rwo (2) ycan a/\C'I' the pnma,y or 
extended cam Lcuce pays an CDOWIC equal to ooe-balf (112) o( tbe boous orisin,ally paid u COOJidcndOD for thiJ t-(u spcci.6ed oo pqe 1 hcroo(). lf audi amoun1 iJ pa.id, thiJ lcuc aball 
be ill force and dfec:1 as to such dcq,a' clq,lb.s, and u.id ICnllJllalloa ahall be ddayed form addltioaal pcnod oftwv (2) ycan and so loo& tbcrcall.cr u oil or ps iJ produced LO peyu11 qumbtics 
&om JUcb dccpcr dcpchs coVU'Cd by thiJ lcuc. 

(C) l0£NTll'l TION A.ND l'lLINC: The surfKC acrcaae retained bcnundcr u ID each well ahall, u nearly u pnctic:al. be In the fonn ol a Jq\Ull'C wtlh the well located In the ceotcr 
tbcrool, or mch ocher ab.ape u may be approved by the School Land 13--«L Within thiny (30) days allcr peruaJ camiiwioa. of thlJ lcuc as provided bcmn, Lessee ahall cxoanc aod record a 
rdc:ue or rclc:ucs oootainina a AWUCIOI')' lcpl daQ!pciOD of the acn:qe and/or dcpchs DOC retained bercuodcr The recorded rclcuc, or a ccrttfied copy of Ame:, ahall be filed ID the OcncnJ 
1...-1 Office, accompanied by the filina fee prc,cn'bcd by lhc: GcncnJ Land Office rules In dfec:1 1111 lhc: dau tbe release iJ filed. lf Lcuce fails or rd\ucs co c:xecu~ and record JUcb rtlcuc or 
rdcaJC:1 witbln olncty (90) days all.er being requested ID do so by the GcncnJ Land OIIlcc, tbCll the CommlsdODcr II his JOlc disadioo may dc:sia,wc by writlCll iruuumcnt the acrcaa• and/or 
clcpchJ to be rclcascd bc:mmdcr aod record such insuumct11 11 1.c:uee'• CJCPCllJC lo the COWlty or 00110ties where lhe lca.sc iJ located and in the offidal records of the Gcncral Land Office and 
JUcb dc:siputlOD ahall be blndlna upon Lusce (or all purposes. lf II any rime allcr the dfccdve dale of the panial tcrminatioo prov!JiOOJ hct'COC, tbe applicable field rules are chan,cd or the 
well or we~ located thcrooo ore rcclaui6ed so Iha! less acreage iJ lhauJ\cr allocated ID aaid well or wcUs for production pwposcs, thlJ lcuc ahall tbcreupoo tcnnin.atc as to all acreage DOI 

lhc:rca&r allocated to aaid well or we~ for produc:tloo purposes. 

I. OFFSET Wl:LLS: lf oil and/or gas &hould be produced lo commercial quantities from a well loc:a1od oo land priwtely OWDcd or OD Stale land leased II a lesser royalty, which wt.II iJ 
within oae tboUJand (1,000) r- of the area lodudcd bcmn., or wblcb well iJ clnlnin1 the .... covered by tbu lease, the L.csscc aball, witlw! aiJay (60) daya allcr JUcb inltlal producrloo from 
die drainln1 well or the well loallod withlo ODc thousand (1,000) ,_ liocn the area ooYCrOd by llw •- bcpn In good wth and prosecute dilisc:otly the cWlln1 of &0 ofrsc,c well oo the area 
ooYCn:d by chls lcuc, and JUcb ~ well Jhall be drilled ID JUcb dq,ch u may be ncccssary to prevenl tbc wwkie clralna,e of the .,..,. OOYU'ed by thiJ lcuc, and lhe Lcascc, m.anaacr or driller 
ahalJ uc all m...,. -,. ID a good &.Ith effort lO aw.:c auch ofrsct wcU produce oO ..,J/or pt Ill c:an.mcrda.l qu.muitics. Only upoo the dcl.enninadoa o( the Commiuioner and with ba 
wrinco approval. may the payment of a compcnAtory royalty satisfy lhc obliptlon to drill a ollict well or wclu rcqwred under chls Parqnph. 

, . ORY IIOLF.ICESSATION OP PRODUCTION O RING PRIMA.RY TERM: l.l, durul1 lhc pnmary cam hcroof and prior to ducoYcry IDd producdoa. o( oil or ps OD said laocl. 
L.csscc &hould drill a dry bole or holes ~ or lf dwin1 the primary tcnn hereof and a11cr the c1ucovay and acruaJ producdoa of oil or ps from the leased pranucs aucb procluctioa tbcrco( 

abowd cc:ue Crom any cawc, thiJ leaJc ab.all DOC tamw1c if oa or before lbc c:xpinllioa of sixty (60) days from cw.. of complcdoa of md dry bole or c:cssauoa of prodllco.oa Lessee 
c:an.maic:cs additiorw clrillia1 or ~, opcndOOJ thereon.. or pays or tc:Odcq the DCXl 111111ual delay rental LO the Pmc manner u provided ID thiJ lcaJC. 1l, c1urut1 lhc: last r- of the 
pnma,y cam or with.lo sixty (60) days prior tbcmo, a dry bole be axnpleled and abeodoac,d, or the producrloa of oil or pt a.bould cease for e11y ca,.ue, Lmce'1 nshni aha1I remain in full force 
Ind cff'ec:1 without further opcndons until the c:x:plradOD of the primary tcnn; and t! Lessee bas DOC resumed producrloa m pcyuig quanllbes III the cq>tntioa of Ibo prim.a,y term., Lessce may 
maintaill d1U lca.sc by oooduc:dllg additiorw drilling or ~I opcndcxu punuat to ~ I 0, USLDI lhe c:xpinrioo of the pnm.y cam as the date of c:cssauoo of produclloa under 
Pansnph I 0. Should the 61'11 well or e11y JUbscqucnt well milled OD the above dc:sa,'bcd Imel be compleled u a alluc..., oil or ps wcU within the prim"'}' cam hcrco(, Lessee may resume 
pcymct11 of the 111111ual rental in die aame manner u provided hcttln oo or before the rcnlal psyin& dale followin& the c:xpinriOD of sixty (60) days from lhc: date of oomplctiOD of JUcb Jbut-la otl 
or ps well and upon the w1ure IO make JUCb pcymcnl, di.is lease shall lpeo facto cennlnale. lf III the c:xplnrloo of the primary cam or any time lhcrcal\cr a allut·la oO or ps wcU iJ located oo 
the leuccl prcmlscs paymct1t.s may be made la acconlanco with the allut·lo provuioos bcroo(. 

10. CF.SSATION, ORJLUNC, AND REWORKING: lf, a1lcr the expiration o( lho primary tcrm., producrloo oC oil or ps from the lcucd premises, allcr ooce obcalncd. ahould ceuo 
from -, cause, thiJ le.tJC aba1I ooc 1cnnloato It LeSJc,e oommcnca additional dnUlo& or reworidn& opcntioos within sixty (60) days allcr auch ccuatiOG, and thiJ lease aba1I rcmalo in fwl 
fOf'C\ "¥1.dI'c:ct for so loo& u auch opcratiOOJ oootinue la good Cailh rnd lo woriaMnlilcc manner withouc lntcmlpdoos toalln& more th&O sixty (60) days. lf JUCb drilllna or reworidna 
oponliool iault In lhc: producdoo o( on or ps.. the leue ahall rcmalo lo Ml force and dTec:1 for ao loo1 u otl or ps iJ produced from the lcucd premises In pa}'UII quan11tics or paymcot of 
lhut~ &r or ps wdJ royalties or pcymcn1 of compcns.tlOf}' royalties iJ made u provided bcmn or u prov;dcd by law. lf the drillm1 or rcworiana opcntioos result LO the complcdoa of a wcU 
u I ~ ti, the lease will DOC t.crmlnalc It the Lcsscc oommcnea addldoaal drllllo& or rcworiaa& opcndoas withlo aiJay (60) da)'I all.er the complcdoo of the well a a dry hole:, aod thlJ lcuc 
abal..m.t. in dfcc:t ao loag u l..cuco ooot.icua dn11lna or reworidn1 opcndons In &-t faith and in a worbnanlll.e manner without lalanlpdons tocalin1 more Ihm sixty (60) day, Lessce 
ahall live writlCll oocloc lO tbe GcncnJ Land Offioc withlo th.iey (30) days of any ccssallOO of productiOD • 

•••• 11. SlllJT-CN ROYALTIES: For putpOJCS o(thiJ parqnl)h. ·wc11· means any ... ell thal lw bcco awaned a "'cU aumbcr by the ,we qct1cy baVUl&juriJdicuoo o-c:r the proclucdoa of oil 
ad ps.0 

lf III any time ancr the c:xpindoa o( lhc: primary tam of a lcasc th.at. until bc:ul& abut la, wu bcin1 malowned LO force and dfoa, a wclJ capable of producuia otl or ps in paylll& 
QUWU'i J(locatcd OD the lcucd pn:mues, but oil or ps la aoc bcin1 pn>duccd for lack ol auitablc producrloo fxiliucs or lade of a auitable manca, thco l..ca.scc may pay u a all:Jl-aa otl or ps 
~ an .,.oun, equal to double the annual rcnlal pn,vldcd In the lease, but - •- tball Sl,200 a y- (or cxb well capable o(producini oil or ps in psyin1 qu.aubbes To be dfecbve, 
each tial Jbuc-ui oU or ps royalty must be paid oa or before: (1) th.e cxplnrloo of the primary lcnll. (2) 60 days all.er the Lcuce ceasa to produce Oil or ps from lhc: leased prc:milc:a, or (l) 
60 du,~ Le..- axnplCIC:S • clrlllia1 or rcworldna opcndOD Ill IICQOl'dance with the lcuc pro,,woas, whichever date iJ lalcst. lf the lllut-m oil or ps royalty b paid, the lcue aba!I be 
coo.Jdcn,d Ill be • produci,,1 leuc met the payment allaU CXlClld the Lam o( tho ICUG for • period of ooc year Crom the Clld of die pnm.ary tcnn, or &om the 61'11 day of die mooch followull tbc 
moo IL •i: ~ch producdoo ccucd, md., allcr th.at. It DO suitable proclucdoo facilltics or awl.able marbt for the oil or ps c:xiJu, Lcsscc may CXIClld the lcue for four more 1UCCCSS1ve periods o( 

OO\ (J l ~C,O,,, payi,,1 the ume omount cxb ynr OD or before the cxpmtiOD of cxb allu1-<11 year . . 
ll. COMPENSATORY ROYALTIES: lf, durin1 the period the lease b kcpc us dfea by payment of the allut·ID oil or ps royalty, otl or ps iJ sold and dctivcrod ID payin1 quanbbCI 

from • wcll loc:accd withlo ooc UlO\Ullld (1,000) fed of the leased prcmlsa and compleled In the Piiie producln1 rescm>tr, or lo any case In wbicb dralna e ls II ~uc to 
tT Bi.:ARS rw OI' k<. COUNTY Cl~. 
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IIWIIWII the lease by payins the abut-tn otl or ps royalry shall ccasc. but the lease shall mD&lft c:ffccoYC for the mnaindcr of the yar for which the royalry bu been paid. The~ may 
IIWIIWA the lease for four more -,ccssive yews by Les.sec pa)'Ull compcns.alOry royalry "' the royalry rue provided LD the lease o( the mancct value of production Crom lhe wdl e&usios lb 
drainage or which u complC'IOd i.a the ume producins l'Ckl'Wlf md withm ooc tbouaod (1,000) feet of the lcuod premisu. The compc,ua1QCY royalty Is to be paid moothly to lb: 
Commwioocr bcp<INIIS oa or before the wt day of the month followins the mooth i.a which lhc otl or ps is produced from Ibo wdl cau.slns lhe dn.uiqe or tbal is complC'IOd In the aame 
producin1 rucrvoir and located wilhill ooc thou.sand (1,000) feet of lhe lcucc:1 pn:miJCs, if the compau.aa.ory royalry paid in my 12-mooth paiod u in m amount less th&D the 11111u.aJ abut-in 
otl or ps royalty, Lcacc aball pay .., 11111oun1 oquaJ to the dJffera,u withm thlny ()0) da)'I from the a>d of the 12-moolh paiod, and IIOlCIC of thcoc provbloos will relieve Lcacc of the 
obllpnoo o! l'USOl1&ble ckvclopmczit nor the obliptioo to dnll offset we~ u provided In N.R.C. S«uon 52 .03'1; however, &I the dct=lnadoo of the Commwiooer, and with the 
Commlssiooa'1 wnllal approval, the payment of compensa!Ofy royalucs sb.alJ satu{y the oblipuoo to dnU offset "'dl1 Compensaiory royalry paymcnll wluch re oot timely paid will ICCnlC 

pen.airy IIOd interest i.a -.onlancc with ~ $ of tlus 1-

ll. EXTENSIONS: IC. 11 the cxpu-aoon of the pnma,y 1c:r111 or thu lcuc, prod~oo or od or PJ hu oot bccu obwncd on the leaud premise, but dnll.tna opcmicm are bc1111 cooductcd 
thcrcoo In rood (&1th 811d lD a rood and workmanlike manner, Lessee may, oo or before lhc exptnOOII of the pnma,y term, me In the Gcncnl Land Office wnuen appliQtioo to lhe 
Commu.sloocr of the GcncnJ Land Office for a t!urty (30) day cxtctuloo of this lcuc, ac.companicd by payment of Three Thousand Dotlan (SJ,000.00) 1r dl1J lcasc coven six hundred forry 
(640) acrc:s or less md Sot lbousalld Dollars (S6,000.00) if this lcasc coven more th&II 101 hundred forry (640) acrc:s and the Commissiooer shall, in wnuns. extend this lcasc for a thlny (30) 
day period from IIOd al\cr the cxpuadoo of the pnmory tcnn and ao Ions thcrcal\t:r u oil or ps Is produced 111 pay,ns quan1111cs. pnl'Vlded funhcr, tbal Lessee may, ao Ions u IUCb driUins 
opcmioos are bclns cooductcd make like applic:aoon and payment dunns MY t!urty (30) day cxtcndcd pcnod for an addluoo.11 cxtauloo of t!urty (30) da)'I end, upon receipt of such 
applicadoo and payment. the Commissioocr shall, lD wriuns. qain extend tlus 1- ao tbal ume &lwl rcuwn 111 force for such addJt1oo.ll thlny (30) day pcnod and ao loag thcrcal\er u o,I or 
ps u produced in peyms quant1t1es; provulod. bo,.cver, llw tlus lease sb.alJ oot be cxtcndcd for more than a total of three hundred 0111cry (390) days from Md al\cr the cxpiratioo of the 
pnmory tam unlcu producuoo lD payms quanullc:a bu been obl&ioed. 

,._ USE OP WATER; SURFACE: Lcacc shall have the npt to usc water produ«>d on said land occcssary for opcraoocu h=dcr Md soldy upon the leased prcniscs; provided, 
bowewr, Lesscc shalJ - we pocahle waler or waler SUJrablc for livcstodc oc imptioa pwpokS for water flood opcratiocu witbou1 tbc pnoc wnuco COIUCOl of Lessor. Su.bJcct to ill obllpdon 
to psy surface damasu, Lessee &lwl have the risht to usc ao much of the surface of the land tbal may be 1UJ01W1ly nccc:ssary for drillln1 and opcrall1IS wclu and tnnspOnios and man.cdns 
the pn,ducdoo dlcrcfrom. such usc to be cooduacd under condlooos of lcu iqjury to the swface of the land. Lessee shall pay susfacc: damages in an amount set by the General Land Office 
fee schodule which u cffcccve oo the date wbco the .aiviry rcqulnng the payment of surface dama.1cs occun 

15. POLLlTTlON: lo devc.loplns this aru, Lessee aha.JI usc the hlpc:s1 degree of care and all proper safe8'W'(ls to prevent polluooo. Without limiting the foreeoing. polludoo of coasw 
wetlands, iiannJ wataways. rivers and impounded water shall be prevented by the use of conwnmcnt facilities sufficient to prcve1111p1lla.gc, s«page or ground water CIOO.lllllllUl10G. In the 
eveot of pollution, Lcssoe sba.JJ use all means al 111 dupouJ to rc:cap<ure all aapcd hydrocarbons or other polluwll and shall be responsible for all damage lO public and private propcrdcs. 

(A) UPLANDS: l..ascc shall build and m&111l&lft fences around ill slush. IUDlp, Md cnina,e pill and Llnlc baucrics ao u to pnxcct livestock apln.st loss, damage« injwy; ond upon 
complctioo or abandonment of MY well or wells. Lessee sha.JJ fill and level all slush pill and ccllltS and completely clean up the dnllina lite of all rubbish thc::roon. 

{D) SUBME RGED LANDS: No diJcharie of aolid wutc or prl)qc sb.alJ be allowed I.Oto State watcn from any drillin1 or IUJlPO<l vuscJ-. producdoo platform.. crew or iupply boat. 
bersc, jaclc-up ris or other oquipmczit located oo the leased area. Solid wuz.c sb.alJ LDCludc but lhalJ oot be Umi1cd to cool&lftcn, cquipmczit. rubbish. plutic, sLus, and my other man-made 
DOO-blodcpwlable Items. A lien mu.st be ~cd lo a hlsb traffic area oo all veucu and manned platf'onn1 .wins. "Discharse or MY aoUd waste or prbage into Slate Waien Crom vessc.u 
or platformJ IJ lllictly pnilu'bited and may subjca a Swo ofTcxu luse to forfeiture.· Suc:b IUlancnt &ball be in lencrioc or at lcu 1 • In Jiu. 

(C) RIVE.RS: To lbc CX1c:ol occ:cs-r to prevent pollution, the provuiocu found In subsectiocu (a) and (b) of tlus parasnpb sbalJ alao apply to rivers and riYCtbods. 

(D) PENAL TY: Fa11urc to comply with the rcqulrcmcoll of lhJJ provuion may result in the m1JWDum pcnalry allowed by law lncludins forfeiture of the lcuc. Lessee sbalJ be liable foe 
lbe dama,a awscd by sud, Cailure and any COIU and cxpcnsc1 lnc:um,d in clcmiq areas a.fJ'cctcd by the diJcharscd wute. 

I'-. IDENTIFICATION MAJUCERS: Lcacc aba11 ..._, at a duancc - to cxcocd twauy..five (25) fee( from each well on the premises covered by lhJJ lease, a lepl>le lien oo wbicb 
mall be .wed the umo of the opcnlOr. the lease dcsllJIAl:ioa and the well number. Where two or more~ oo the same 1-or where wdJJ on two or more lcucs are coo.occtcd to the same 
om.k beu.cty, wbcdlcr by IDclividu.al now li.oc COQDec:dcm dirca to the tank or tmla or by usc of a muluple hcada l)'SICm. each line ~ecn each well and such taok or bcadct shall be lepl>ly 
identified al all tunes, either by a finnly ltlacbcd tas or pl.ate or an ldcnllfi<:adoo properly pei.oted oo IUCb li.oc al a dismoce oot to c:xcced three (3) fcc:1 from 1UCb taok or header oonncc:don. 
Said lill", tap. pl&1cs or ocher idcnofica1100 ntarl<cn sb.alJ be lll&Ultamcd In a lepl>le c:oodldoo throuat,O<ll the t.c:rm of tlus lease. 

17. ASSIGNMENTS: Tbc lease may be trmSfcmd al any tune. AU tnnsfcn mu.st rdc:rcnce the luse by the me number and must be rcconlcd in the counry where the llU IJ located, and 
the rocordod a-.ufcr or a copy certified to by the Coun.ry Ocrlc of the OOWlty ... 11cre the tnnsfer Is roc:ordcd mu.st be 6Jcd in the Gcncnl Land Office within oinccy (90) days of the cx.ccutioo 
date, u provided by N.R.C. Soctioo Sl.026, accomparucd by tho 6Jlns foe pracnl>od by the Gcncnl Land Office rules in effect on the date of receipt by the GcncnJ Land Office of such 
trmSfcr or cauficd oopy dlcrcoC. Evay lnllSf'crcc shall IUCCCCd IO all nsbts and be IUb.)CCt to all oblipnocu, lubdiocs, and pen.aides owed to the State by the origioal lcsscc or any pnor 
a-.u{cn,c o( the leue, lnclllC!lq my liabilities to the 1ta1e for wpaid royalties. 

II. R.£1.E.ASES: Lessee may release the risbll p,111ted bcreundcr to the Swc "'any time by rocordlns the rclcasc In the eounry wba-c tlus arc.a Is ainwcd md 6.Jios the rccordod release or 
certified copy o! ume In the Ococnl Land Office withln ~ (90) days aJ\cr lu c:xocution accompanied by tho 6Jln1 fee pracnl>cd by the Ococnl Land Office rules in dl'oct on the date of 
iudpt by the GcncnJ Land Office of such rdcasc or catificd oopy thereof. Such rcleue will oot bave the dfcct of rcleasin& Les.sec Crom MY llabilicy thcrt10fore acaucd in favor of tho State 

1'. Ln:N: lo .ccordancc widl N.R.C. Sc,c:doa 52.136, the State aba.J1 b.avc a finl lien upon all oil and ps produecd from the area covered by th!J lease to IOCurC payment of all unpaid 
royalry and other sums ofmoocy tb.al may become due uodcr this lease. Dy acccpc:mcc oflhiJ lc.uc, Lessee p,ults the State, in addldon to the lien prvvldcd by N.R.C. Seed.on Sl.136 and MY 
ocher applicable ~tor)' lien. m c:xprcss cooinctual liczi on and secunry interest In all lcascd mlocnls in and c:xtnctcd &om the lcucd prcmI-. all pn,c:ccdJ which may acaue to Lcacc 
from Ibo ale of such leased llllllO'W, whctbcr such proceeds are held by Lcsscc: or by a thud pany, and all fixtures oo and improvcmeolJ to the lc&Scd premi~ ulCd in conncc:tloo with the 
producdoo or procc:saing of such leased mlocrals in order to JCCW"C the peymml of all royalties or ocher amounll due OC' to become due under th!J lease ond to aceurc paymenl of any ~c!!t? • 
lou lb.al Lcuor may ...«er by rcuon of Lessee's breach of MY oovc:nant oc cooditico of this IC&JC, whether cxprcs1 oc implled. ThlJ lien and ICCUriry lntcrc:s1 m.ay be foreclosed ~ o,o 

without coun procccdi.niJ in the m1111Dcr provided In the Tiile I, Qi.apccr 9 al the Tew 8usincu and Commerce Code. Lessee aarccs llw the Commissioner ma.y rcqu.ln Lessee to ~ .. 
aad rooord ludl IIUl.n&meou u m.y be rcuooably n«alllr)' IO admowled&c. auadl or pcrfoi:1 lhJJ lien. ~ hereby rcpmalll tb.al lbcrc arc oo prior or iupcrlor llcn.1 orislo& ~ --V<l • 
rclatios to Lcucc'1 activities upon the abovo-dcaaibcd property oc &om Lcs.scc'• acqulsitioo of this lease. Should the Cocnmwiooer al any lime determine tha.t thu rq,racntatioo u not IJ\lc, 
then the Commwioocr may declare this lea.sc forfeited u provided hcrao. • .... 

10. FORFEITUR.E: II Lcssoe sb.alJ Cail or refuse to mab tbc payment oC MY awn within thlny (30) days aJ\cr It bccomc:a due. « if Lcs.scc or M autborizcd agczit abould knowi.a&IY .;._. • 
my fa.JJC rctuto or fa.JJC repon cooccruing productioo or drlllin1, or If Lc:sscc sb.alJ Cail or rcfUJC to drill my olTJd well or wells in Sood faith u rcqulrcd by law Md the rules Md rc.,.t.adoos 
adopted by the Commiuloocr of die General Land Office. or if Lessee ahould Cail to 6Je reports ID tho 1111DDer rcqulrcd by law or Cail to comply with rules and rcsula.tiocu promulpteO '1f lb! • 
Ocncral Land Office, the School Land 8-d, or die Jwtro.d Comm.lssioa. or rcfuJe the proper authonry ~ to the rocords pc:nainins to opcratiocu. or If Lc:ssce or an authorized agcol 
abould lcnowlnaly Cail or refuse to pve ~ io.foruwioo to the proper aud>oriry, or lcnowln&ly wl or refuse to furnish the General Land Office a ~ loa of any wdl, or if L,csscc "4ll 
lcnowln&ly violll!C my o( the matcrw prvvisims of tlus lcasc. or If thlJ lease is UJignod and the WIIJIIDeDt lJ o()( med in the Oc:ocnl Land Office u roqulR,d by law, the ri&hll ~ . 
dili lcuc ahall be ,ubjcQ to forfcitul'C by die Commw.lOller, and be shall forfa1 aamc when ou.fficlenlly io.fonned o! the facts which authorize a forfeiture, and wbcn forfeited the arc- .i.ll 
again be aubjcQ to lase to the biat,t:St bulder. under the umc rcsuJatiocu coatrollin1 tho onpoal ale of luses Howev,:r. oothlll.1 bcmJi sb.alJ be COIUlnlcd u waivin& the a.¥1,011Wlc 
ICnllUlalioo of thlJ lease by opcratioo of law or by rc&SOO of my spcda.J llmlwioa aruins hCl'C1Uldcr. Forfciwrcs may be set &Side and lh.i.J luse and all n&hlJ thcmmdcr rcinsWcd ~ p • 
risbts o( IIOOlba illtcrvcoc, upoa aaus!aclocy CV1clcncc to the Commwlooer of lbe OcocnJ Lmd Office of lllturc compliance With the pnms ocu of the law and of diiJ lcuc and lhc rules an 
rcguJadon, lhM may be oclopted rclarivo bcmo 
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11. RJVERBED TRACTS: In the cvcot thl.s lease coven a riverbed. Le:ssoc is hereby specifically granted the ricbt of cminc:ot domain and coodcmnatioo u provided for in N.JLC 
SccdOOJ 51.092-52.093. u .a pan of the consldcndoo moving to Lc:ssoc' for the covc1wus bettin mad,, by Le:ssoc. · 

11. APPLICABLE LAWS AND DRJLLlNC RESTIUCTlONS: This lease &ball be subject 10 all rules and resuJatiocu, and amcodmenu thcrcto. promulgated by the Commissioner of 
the Gc:r,craJ Land Office 1ovunin1 cbillina and producing opcnrloru oo Permanent Free School Land specific.ally including any rules promulgated that relate to pl&nJ of opcmiocu, payment of 
royalties, and auditing procc,dures. and shall be subjccc IO all ochc.- valid IUIUtcs, rulcs. resuJatiocu, orden and onlinmccs llw may aJTccc opcnrlOOJ under the provisiOOJ of this lease. Without 
limiting the ccncnlity of the foregoinc. Le:ssoc bcrcby &IJ"CCS, by the acccptan« of this lease. IO be bound by and subjccc to all statulOI)' 111d resuJatory provworu relating to the Gc:ricraJ Land 
Office's audit billing oodce 111d audit bc.arinp procedures. Said provuiOOJ are c:urrcotly found 1131 Texas Adnuniwativc Code, Olapca 4, 111d Texas Narunl R.csourcc:s Code ScctiOOJ S2.135 
ll'ld 52.137 througn 52.140. In the cva,t this lease coven land franchised or lc.ascd or ochawise used by a oaviptioo district or by the United St.ates for the purpose of oaviptioo or other 
purpose Incident to the opcnrloo of a pon. then Le:ssoc ahall llOI be entitled to enter or possess IIICb land without prior approval IS provided under SCClioo 61 .117 of the Texas Watt:r Code, but 
Les.sec shall be entitled to develop such land for oll and ps by dlrCCl.lorw drlU111g; provided. bowC'l'a", lhal no surface drillln1 loc:aooo may be ocarcr lh.ao 660 feet aod ,pedal pamissioo frocn 
the Commissioner of the General Land Office is nccc:ssary IO make any surface loc.atioo ocarcr lh.ao 2,160 feet measured II right angles from the ourcst bullhc.ad line or &om the oe.arcst 

dredged bottom edge of any channel, slip, or turning basin which has been authoriz.cd by the United St.ates u a fedcnl projccc for future coostn1ctioo, whichever is ocarcr. 

lJ. REMOVAL OF EQUIPMENT: Upoo the tcrmlnatloo of this lease for any causc, Le:ssoc shall not, in any cva,t, be pcnnltud to ranovc the cas1111 or any pan of the cqwpmcnt frocn 
my producing. dry, or abaodooed weU or wells without the written COIIJCllt of the Commiuloncr of the Ocncral l.And Office or his authoriz.cd rcprc:sc:ntativc; oor &hall Lcuce, without the 
written consent of said Commlsdoocr or his authoru.cd reprcscru:a.tivc remove from the leased premises the casing or any other equipment, m11cnal, machinery, applianca or property owned 
by Le:ssoc and used by Lessee in the development and produc:doo of oil or &IS thc:rcfrom unul all dry or abandooed wells have been plugaed 111d unol all slush or refuse ptlJ have been propmy 
filled and all broken or discarded lumber. mKhlncry, or debris &ball b.avc been removed from the pc=iJCS to the s.atiJf11e1100 of the said Commiuiooer or bis authoru.cd rqnscnwive. 

U. FORCE MAJE URE: Should Le:ssoc be Jn"Cllled from complyin1 with 111y cxpn:ss or implied covawn of this lca.sc, from cooduc:un1 dnllin& opcratioru thereon, or from producin1 
oil and/or ps therefrom, al\cr effort made in 1ood Caith, by rc.uon of war, rcbcllioo, riou, llrilccs. fires, ecu of God or any onlcr, rule or resuJadoo of governmental authonty, then while so 
prevailed. Lcsscc's obligation to comply with such c:ovcoant &ball be suspended upoo proper and wW'ac:uwy proo( presented to the Commissioocr of the Ocncral Land Office in suppon of 
Lessee's coolcntioo and Lc:sscc shall not be liable for damages for fallurc to comply thettwith (except in the cvcot of lca.sc opcratiOOJ suspended IS provided in the rules and resuJadoos 
aclopled by the School LaM Board); and this lease shall be extended while 111d so loog IS Lessee is pm,aitod. by 111y such causc, from dnlllnc. rcwondng opcratiOOJ or producina oil andfor 
gu from the leased prcmucs; provided. bowevcr, llw nothina herein-shall be c:oo.suued to suspend the payment ofrcntab durln1 the pnmary or extended term, nor to abridge Lcsscc's right to a 
su.spccuioo under 111y applicable IWUt.c of this State. 

l.S. LEASE SECURITY: Le:ssoc shall calc:c the bl&l-1 dcvcc of care and all proper aafeguards to protec:1 said premisa aod to P""fflt then o{ od, ps. and other bydroca:boas produced 
from a.aid lease. This includes, but iJ IIOI Umltcd to, the insullatioo of all occcssary equipment, seals. loclcs, or olber iq,propnll.C protective devices oo or II all ecccu pointJ II the lc.a.se's 
prodUClion, pthcrlog and ll<nge systc:tlll wbcrc then ofbydrocatbonJ can occur. Lessee shall be liable for the lou of any bydrocarboos resulting from then and sbalJ pay the State of Texas 
royalties tbcrcoo u provided herein on all o,I, p.s or other bydrocatboa.J IOSI by rc.uon o{ tbc_fl. 

16. R£DUCT10N OF PAYMENTS: lf, during the primary term, a portioo of the land covered by thtJ lease is included within tbe boundaries of a pooled unJc llw bas been approved by 
cbc Sc:bool Land Board in IICCXlt'dance with Nawral R.esourccs Code Scc:dOOJ 52.15 1-52.153, or if, 11 any time al\cr the c:xpirat:ioo of the primary term or the extended term, this lease coven a 
lesxr oumbcr of acrc:s than the total amount dcscn1>cd herein., payments lhal arc made oo a per aac basis bcn:undcr &ball be reduced accordina to the oumbcr o( acres poolod. released. 
aurmdcnd. or othcrwue ac:vcrcd, so WI paymcntJ determined oo a pcr aac basls under the terms of this lca.sc during the primary term shall be calculated based upoo the oumbcr of acres 
outside the boundaries of• pooled unlt, or, if &Iler the e,q,intioo of the primary tc:rm. the number of acru actually reulned and covcn:,d by this lcuc. 

27. SUCCESSORS AND ASSIGNS: Tbc covenants, conditions and agreements contained bcrcin shall extend to and be binding upoo the bdn, executors, admlni.stntors, succcsson or 
assigns o{Lcsscc herein. 

13. ANTIQUITIES CODE: In Ille cvcut WI my fcatun:l of ardicological or hlstonc&l lnlcres! ii enCOl!lltcml IIYrin1 1M activities authorized by this lca.sc., Le:ssoc will immediately ccuc 
activities aod will immediately ootify the OcneraJ La.ad Office aod the Tex.u Hlslorical Commissloo so llw adequate measures may be undcru.kc:o to protect or rca,v,:r such diJcovcrics or 
findlnp, IS appropriate. Lcsscc u expressly placed oo notice of the Nadorw Historical Prcsavatioo Ace of 1966 (PB-&9-66, 80 Statute 915; 16 U.S.C.A. 470). Lessee shall comply with the 
Antiquities Code of Tau. a.apter 191, N11.W1111 Resources Code. u amcrulcd.. 

1'. VENUE: Lessor and lessee, including lessee', suoccsson aod asslans, hereby agree llw venue foe any dlsput.c arimg out of a provision of thtJ lease, whether expreu or implied. 
rcpnling intttpr<Wioo of this lease. or relatin1 In any way to this lca.sc or IO appllcablo case law, IWlltcs, or adminislndvc Nies, shall be in a ooun o( compclalt jurudic:tioo located io Travis 
County, St.ate ofTex.u. 

JO. LEAS£ FlLlNC : Pursuant to Oaptcr 9 of the Tex. Bus. & Com. Code, this lease must be riled or record in the office of the County Ocrlc In any OOWII}" in which all or 1ny pan of the 
1cascd premises iJ located., and certified copies tbcrcof must be filed in the Gcncnl Land Office. Toe pc-cscnbcd 6Jin1 fee shall accompany the certified copies sent to the Gen~ und Office. 
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ll. EXEctmON: This oil and gu lease must be signed and acl::nowtedgcd by the Les.sec before ii is filed of record in the county records and in the General Land Office of the State of 
T...._ 

TITAN RESOURCES, L.P., By and Through Its 

~~;;~~c. 
Dan P. Colwell 

lTrLE:. __ __;)~ri~c~e'-'P~•~e~s~i~d~e~o~tc...::--l.laaaoad_ 

DATE:, ___ ~s~eap~teemroabee~r_2~s,.,._,_,~9~9~a,.._ __ 

IN TESTIMONY WHEREOF, witness the signature of the Commissioner of the Genera! Land Office of the State ofTcxa.s under the seal of the General Land Office. 

APPROVED c,.,,..,#, 
Lee•l 
DC 
SD "f512-' 
Es« 

STATE OF __ --TE;cX __ A"'S _____ _ (CORl'ORA TION ACKNOWLEDGMENT) 

COUNTY OF,_--!:M'-!l.eOe:LA=ND"---'-----

DAN P. COLWELL··· 
BEFORE ME, the undersigned authority, on this day penonally appeared'---------------------

V I CE PRESIDENT • LAND of TITAN RESOURCES I, INC., kno,m ID me ID be lhe pcnoo ..tose 1111110 is subscribed IO lhe foregoing instromen~ ,., _______________ __: 

General Partner of TITAN RESOURCES, L.P. 
------------'--------------------'andac.knowlcdgcdtomcthathcexccutodthcsamc 

for Che purposes and considc:ntion thcrcia expressed. in the capacity stated. and u the act and deed of said corporation. 

Given under my hand and seal of office this the 25th day or _ __:S:.:•~P:.:t:.:e::m::b::e:_r ______ ,.e;L 

Notary 

STATE OF·----------- (INDIVIDUAL ACKNOWLEDGMENI) 

COUNIYOF __________ _ 

Before me. the undersigned authority, oo. this day pcrsocally appeared'----------------------

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

Givenundcrmyhandandsea.lofofficethisthc. ______ ,iay,r _____________ ~l9, ____ _ 

••• • • • •• • 
•••• • • • • •• 

• 
•••• • •••• 
• •••••• • • 

• Notary Public in and for, _____________ •• •• 
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Le a se llurnber B ok/v,. Pue Entry County I Parieh t11te 

TX299 - 109 - 140-00 0- 00 78 320 51197 CULBERSON TX 

[ 1ee N r.tr j State o f Texas I Lt,aee OutP I 08/ 04 / 98 

Leg.>l Deecnpt 1011 

·, uon JO, Block 52, Publ1c School !.llnd Survey, Cultcra n unLy, Texas nt 1n1ng ap11ox1mately 6-lv ~ree as shown on the 

" 1ci , I M,, p t Culuereon Co~nty on t 1le 111 the f>'x , s Gen rll, Lllnd Off 1 e, A1et1n. Texae 

99J564 
,...., 

'C 

p ECT TX299 PARAGON INDI-~~,~1, j_ .. . . ) • -• .. . .... 
"'"l:._ = Account Numbe r Amount 

. 
~~40.00 s I.. of Texas 

G· ne • al Land Office 
1 Congress Avenue 
Aus.t r n, TX 78701 .. 

7 t-fZln /Je'5ol{ rce 5 ,~r . . l ? . ... 
RN - Peri o d Beg. 08/0 4 / 19 99 DELAY RENTAL CHE: K N 100412 

INSTRUCT! ,N ro DEPOSITORY Y ~ h~ve been lesignaLed 118 le e1t ry ! , tl,e abov lee r1bed payment Plellse c1ed1 • the pt cecdo 
Lh<'re I to rhe parties n med 11nl ln the amounts 1nd1 tel h 1ld any dHt1 ulty t any nat,ne arise DO NOT RET\.IRJ,/ our check, but 
make the deposit to the cre l 1t ot the party named in a ape 1 1 a un', anl advlee us as soon as poes1hle r r further 1nstrur 1 ne 

100412 
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Check # 101224 /. 'J.. / 
Prooerty Id / MMS Eff. Date Recording Information State County I Parish 

TX299-109· 140·000·00 08/04/1998 11/21/98 BK 78 PG 320 ENTRY 51197 TEXAS Culberson 

M 99599 
-

Property Name / Lessor 

Commissioner of the General Land Office of the State of Texas 

Property Legal Description 
Section 30, Block 52, Public School l..lnd Survey, Culberson County, Texas, containing approximately 640 acres as shown on the Offiaal Map of Culberson , 
County on me 1n the Texas General Land Office, Austin, Texas 

" x u1o,ao nn ..., ...... G1os7 
Pavee Nam e & Address SSN/Tax Id Number 

State of Texas, acting by and through the 
Comm1ss1oner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
AustJn, TX 78701 Account Number 

Total Bank Charaes 
0.00 

Pa\W,,Mr. Period Payment Amount Bank Service Property Property 

Due a"dte (in months) Description Due Charges Sub-Type Sub-Id 

08/ o-172000 12 Delay Rental 640.00 0.00 
-. 

• r ·r • ! 0.00 0.00 .... . . . . • 
/• / 0.00 0.00 .. . . 

• ... 
I I 0.00 0.00 

I I 0.00 0.00 

Instructions to depository: you have been deslgnated as depository for the above desa1bed payment(s). Please cred,t the proceeds thereof to the parties 
named and 1n the amounts 1nd1cated. Should any d1f11culty anse, make the deposit 1n a special account, and contact us 1mmed1atelN ~ 1 Q 12 2 4 

. 
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Check # 102557 
Property Id I MMS Eff. Date Recording Informat ion --- Stat e County I Parish 

TX299-109-140-000-00 08/04/1998 11/21/98 BK 78 PG 320 ENTRY 51197 • ---· nra. : Culberson . . • . •• . .. • M 99,99 • . . . . . . . . . . • • . ... 
Property Name / Lessor 

Commissioner of the General Land Office of the State of Texas 

Property Legal Descr iption 
Section 30, Block 52, Public School Land Survey, Culberson County, Texas, containing approximately 640 acres as shown on the Offlaal Map of Culberson 
County on file 1n the Texas General Land Office, Austin, Texas 

\~\Cvh-) 
Payee Nam e & Address SSN/ Tax Id Number 

State of Texas, acting by and through the Comm1ss1oner of the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Austln, TX 78701 0.00 

1Ju (b ~~Mr~ ( f 
Account Number 

(nLJ{) .()C) Total Bank Charges 
0.00 

Payment Period Paym ent Amount Bank Service Property Property 
Due Date (In months) Descr iption Due Charges Sub-Type Sub-Id 

08/04/2001 12 DELAY RENTAL 640.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

_ .. "" " i:c::. a 
I I 0.00 0.00 lJJ_UL.t >JV"" 

Instructions Lo 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 indicated. Should any difficulty anse, make the deposit 1n a speoal account, and contact us lmmed1at<N ~ 1 Q 2 5 5 7 



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

• •• • • • • • • ~~;Jtfd· 
By &ieewhurst, Commissioner 



Check #9901"161 
Property Id I MMS Eff. Date Record ing lnforma~ State County/ Pan sh 

· TX299-109-140-000-00 08/04/1998 11/21/98 BK 78 PG 320 ENTRY 51197 • . • . . -. 
.1 Culberson . . as . • . . . 

M 99599 . . . . . . . . . . . . . . ... 
Property Name / Lessor 

Commissioner of the General Land Office of the State of Texas 

Property Legal Descriptlon 

Section 30, Block 52, Public SChool Land Survey, Culberson County, Texas, containing approximately 640 acres as shown on the Offioal Map of Culberson 
County on file In the Texas General Land Office, Austin, Texas 

o?04cl81 

Payee Name & Address SSN/Tax Id Number 

State of Texas, actlng by and through the Comm1ss1oner of the General Land Office 
1700 N. Congress Avenue 

'(t 
Federal Tax Withheld 

Austin, TX 78701 

(ll\ 
0.00 

Account Number 

Total Bank Charges 
0.00 

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

08/04/2002 12 DELAY RENTAL 640.00 0.00 

~ -
I I - N 0.00 0.00 I 

- -
;c 
u... , 

I I 
. 0.00 0.00 ........ 

I . ~ 
- • -

I I 0.00 0.00 , I I ( I 

y (p ._ v ., 
I I 0.00 0.00 I \ . 

Instructions to depository: you have been designated as deposltory for the above descnbed payment(s). Please credit the proceeds the~hlo,.th~ ~es 
named and In the amounts Indicated. Should any difficulty anse, make the deposit 1n a special account, and contact us 1mmed1ately. ~ ~ U .i 4 61 



• • • • • • ••• 

• •• • • • • • • • • 

• •• • • • • • • 
• 

• •• • • • • • 


