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039600
AUGUST 4, 1998
MINERAL LEASE BID APPLICATION
Texas General Land Office ED - CA-040(8-93)
APPLICANT I agree, if awarded a lease on the referenced tract, to comply with all terms
AGREEMENT and conditions of said lease and with all applicable laws that so govern said

lease, as those laws may be amended.
APPLICANT Name TITAN RESOURCES, L.P.
IDENTIFICATION . ) i
TO APPEAR ON At 500 W. TEXAS, SUITE 500
LEASE (type/print) )

City MIDLAND  giate X zip 79701

(Include +4 Code)
Telephone ( 919  498-8600
Culb Public School Land

AREA County(ies) Hhermon Survey/Area
DESCRIPTION 52 32 (If Applicable) 640

Block/Tsp. Section/Tract Acres

(If Applicable)

BID (A) Cash Bonus Enclosed (§) ~ (type/print amount below)
SUBMISSION

_ 8l6,627.20 o

(B) Sales Fee Attached ($) (type/print amount below)

$249.41

This Sales Fee is 1 - 1/2% of the cash bonus as provided in Section 32.110 of the

Natural Resources Code as amended.
MGL. NO APPLICANT (same as above) BONUS AMOUNT ONLY (A)

4 TITAN RESOURCES, L.P. (Do Not include sales fee)

APPLICANT
TAXLD. # _
SIGNATURE OF
AGENT

(type/print below)

ohn E. Lodge







Augtin, Texas

OIL AND GAS LEASE
NO. M-99600

m&wuh]‘nwmc«hmn.!!,Sl.-dMﬂ.mArD-dH.(ddCobbﬁ;m:*ndh-!d.l.c.).ndnijuh-ll
nh-dnﬂdﬂwm whmﬁuwmmmuwwmm—m-ﬂmmwmumnﬂ
N.R.C,, the following area,

ucnoun.lwcxn.ruu.lcsalool.uﬂnmm.anjmcoum.mmcmummcmonmmvmmusumownoum
OFFICIAL MAP OF CULBERSON COUNTY ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

m“bﬂﬂwoﬁuﬂhhuﬁﬁhdm l”l,lI&mo'do&m,bybﬂcmﬂ-!dhﬁﬂdwommﬁhsdeﬂ-dhm
l‘dwdhhnﬂ'ﬂghhuh-ddymdpwdh'ndtﬂl'n‘h.-dpnﬁnniudlnﬂapilmhfu-d-dm&mhmw-n;-ﬂ

mmm*nuu_m-ummnnmmmu-mwwmw«uwum and the School Land Board at a regular
meeting thereof in the General Land Office, on the 4th day of August, 1998, hereinafter the "effective date” and it was found and determined that TITAN RESOURCES, L.P. whose address is
500 W, TEXAS, SUITE 500, MIDLAND, TX 79701 had offered the highest and best bid for a lease of the area above described and is, therefore, entitled to receive a lease thereon:

m.ml.(hlymmdhG-Hdl.-dom::dlhSﬂdTmMnuﬁmnﬁwdh-w.'uthM?mbyvﬁmd
hmwhudhwuumwhmmmt-—dmmmhn—ﬁdmm“mummwm
wdﬂhhﬁw&dtﬂwﬂnmm-ﬂmﬁumﬁddwwbhﬂwmwh’_hwm
muuhnumwmummnmu.mummwauhnwnmummumm

1. RESERVATION: Mhmm-ﬂmnmhmmdhmmﬂhﬁyﬂﬂﬁﬁhwﬂmuhnﬁu“%hﬁhmﬂ
nIIp-pc—wtn-pl-ld-dhh““yﬂb_%%hﬂ#d”ﬂdwﬂmdmuwwdhwI--.ispuponld
mhdm&.ummnumwmmuumammmm-mdm_ummhwmumma
the leased area. A.Ildhrl.ﬂsh-dlolbﬂ-dp—h-mﬁdbyl.muddldhﬁﬁbhdhhlﬂdmﬁap‘dhbﬂn“*ﬂhuﬁdhnﬂlwu
neither shall unduly interfere with the operations of the other.

1 TERM: &hhhﬂmmﬁlIﬂudﬂlhhlmdh(nmﬁmﬂneﬂeﬁiwmw&aﬁdhd'wim.y.n’)-d-huﬁnuﬂnudlwﬂ
is produced in paying quantities from said area.

3. DELAY RENTALS: lflewilhwﬂlhI.-dInnbylnuluumhdmmdﬁh&%hﬂﬂum-hmﬁnmmlmua
mﬂhﬂnuwhhcﬂﬂ-dhmLﬂdOﬂuthﬂunan.ﬂMTﬂl,ﬂumofOuDoﬂx(ﬂ.ﬂ).wmvﬂﬁﬂm-wﬂ
and cover the privilege of deferring the commencement of a well for twelve (12) months from said date. In like manner and upon like payments or tenders the commencement of & well may be
further deferred for like periods of the same number of months successively during the primary term hereof.

4. PRODUCTION ROYALTIES: S&julhhpmidonMMMumhwmdmmthdnﬂnﬂwﬂhm“bm
u_hhpddhhcmﬁdﬂdhﬂuciwomuhhdl.ﬁ:-.hhndethTﬂh&:hmw

(A) OIL: Msmﬂtyuoﬂ.whhbhddud-hduﬁ.aﬂbWMthhlhm&thMMdeﬁanﬂmw
mewupmﬁwﬁlmau&ceﬂpﬂu.uhmwMpndhpmmm«ummwnhmdhw.
such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and gravity
ilhﬂﬂnhpwﬂwhmul)huwwphwmﬂuwhhmdnmmmmmul)h”pﬂﬂhﬂl
thereof, whichever is the greater. Mwumqpmmuuwuhmmawmmumumauduul,-am-
Md-ﬂ—mdwﬂw«mmum-ﬁmuhdhmBqﬁdhymwﬁmﬂnplby-ﬂmwﬂlhm Upon
mlhnn—dl‘a.ﬂ-wumhphmMMnWammmthmedwﬁmuwww.

(B) NON-PROCESSED GAS: Mamyﬂtymnym(imlndngﬂxadpl).wud:um“thMmmMMnﬂhW(A)m
wnhldhn-ywdluddhd(w-pmddedhmi-whhmbppmuedhnpl-ufwhuuﬂcndmmm«mm}gwdhw
production or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where
Mﬁwhmuhpuphﬂduoﬁudwhm.mumwMunnin-mhuhmﬁpuhﬂlhnmﬂnﬂml
WWMl‘.ﬂMwmﬁ“dhﬂ“hm“h%(”)h?ﬁwﬂmﬂuhh-ﬁhmmﬁhmm.ﬂ
for specific gravity according to test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.




(C) PROCESSED GAS: As » royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/S part of the residue gas and
the liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) of the total plant production of
residue gas sttributable to gas produced from this lease, and oa fifty percent (50%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid
hydrocarbons, attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or
affiliate) owns an interest, then the percentage applicable 1o liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant
under a processing agreement negotiated at arms’ length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry),
whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid
hydrocarbons) of comparable quality in the general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid
hydrocarbons), whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been
processed.

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be
“casinghead,” "dry" or any other gas, by fractionating, buming or any other processing, 1/ part of gross production of such products, or the market value thereof, at the option of Lessor, such
market value to be determined as follows:

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

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the terms
of this lease and such production is brought oa line and sales thereof are commenced within twenty-four (24) months of the effective date hereof, the royalty rate provided herein shall be
reduced to 18.75%, and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twenty-four (24) moath term during which
Lessee may cam a reduced royalty rate of 18.75% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole 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 Land Office, commencing drilling operations on an
additional well prior to the expiration 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 in
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.

(ii) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought on line and sales thereof are commenced after the
expiration of twenty-four (24) months from the effective date hereof but prior to the expiration of forty-cight (48) months from the effective date hereof, the royalty rate provided herein shall be
reduced to 19.375% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twenty-four (24) month term during which
Lessee may eam a reduced royalty rate of 19.375% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole 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 Land Office, commencing drilling operations on an
additional well prior to the expiration 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 in
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.

(F) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor under this lease shall be without deduction for the cost of producing, transporting, and otherwise making the
oil, gas and other products produced hercunder ready for sale or use.

(G) ROYALTY IN KIND: Notwithstanding anything contained herein to the contrary, Lessor may, st its option, upon not less than 60 days notice to Lessee, require at any time or from
time 1o time that payment of all or any royalties accruing to Lessor under this lease be made in kind without deduction for the cost of producing, gathering, storing, separating, treating,
dehydrating, compressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use, Lessor’s right to take its royalty in kind
shall not diminish or negate Lessor's rights or Lessee’s obligations, whether express or implied, under this lease.

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fuel used to process gas produced
hereunder in any processing plant. Notwithstanding anything contained berein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee
may recycle gas for gas lift purposes on the leased premises afler the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled until
such time as the same may thereafler be produced and sold or used by Lessee in such manner as 1o entitle Lessor to a royalty thereon under the royalty provisions of this lease.

(1) MINIMUM ROYALTY: During any year afler the expiration of the primary term of this lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall
be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary date of
this lease a sum equal to the total annual rental less the amount of royalties paid during the preceding year.

() MARGINAL PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
royalty set out in subparagraph 4 (1) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must
conform 1o the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before
the 15th day of the second month succeeding the month of production, sccompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner
peescribed by the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with & copy of all documents,
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount
peoduced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production,
disposition and market value. In all cases the authority of s manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied
by & cheock stub, schedule, summary or other remitiance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his
royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty
(30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at & rate of 12% per year; such interest will
begin accruing when the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur & penalty in an amount set by the General Land
Office administrative rule which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be
paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State’s right of forfeiture as provided by law nor act 1o postpone
the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State’s portion of the royalty or to that portion of the royalty in
dispute as to fair market value.

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




(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before
spud date, workover, re-entry, temporary sbandoament or plug and sbandonment of any well or wells. Such written notice 1o the General Land Office shall include copies of Railroad
Commission forms for application 10 drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commission. wmmnwummmmmmmmumumumnuﬁqumxu
MMMmhwwuwmmﬁmhﬁﬁmhmuﬁuWyMMh. Lessee shall have an electrical and/or radioactivity survey
made on the bore-hole section, from the base of the surface casing 1o the total depth of well, of all wells drilled on the sbove described premises and shall transmit & true copy of the log of each
survey on each well 1o the General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES: Lessee shall incur & penalty whenever reports, documents or other materials are not filed in the General Land Office when due. The penalty for late filing shall be set
numummmmummmmmmmMmmummeoaioe.

7. RETAINED ACREAGE: Notuiﬁln&l;nywm&dmdﬁslenehbem-y.lﬂanwdlprod\ldngaupablcdwodlﬂn;dlnr;uhsbemmpluedmﬂnléud
-I-u.lmlldlmdn&cﬂigmndlmmﬂymopumh&miumd&ﬁmuwdluwdhumhmmﬂymyhﬂwmmmmdmm
premises and in marketing the production thereon.

{A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as to all of the leased premises,
m(l)wmmmdiuunhoﬂwﬂlWﬁmhmwnﬁﬁuudlmmm“e&hmwﬂupdﬂeorpmdudnginmingm&tiu(mdudin;-m-
hdlwmwdlupmﬂdodhmIlhaml),wlwellupmuﬂcbImwhthuwp;edhwnﬁnm&ﬂihgamﬁuupaﬂimmmlkmbudmhdudedh|
Mpﬂdﬁ.&tmnr{mmeCndeMmﬂ.lSi-Sllﬂ,or(J)mmakusmbaofmnmymudmrupn&mmmnwﬁm
ﬂh-ﬁsﬂpﬂdﬂwﬂmumnﬂmdbeuwmdemwuynmmqmy.uu&ugmmmmm&aityhﬂqjmhdiwm. Within
ﬂﬁylilylﬂdhn“ﬂdﬂsluuhWMMWMdehnHmwﬁhufuuhwwmﬁurﬂueﬂ'cadlhnimedlhe
—ﬂmm”hwhrl#Incblintmthdmummhwmduwmhuumhmmywhm
continued operation of the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a
-Mhnﬁmﬁl&dmhlhl‘ﬂwmuﬁudmnwwduy“wmn&wuhfuhmmm.

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further terminate as to all depths below

) mmmuwmmw'wm-)mmmmmmhmuﬁm. unless on or before two (2) years after the primary or

-mem-moﬂhw(ln)dhhomaWypdd-endduﬂmh&hhu(updﬂcdumlImed). If such amount is paid, this lease shall

hhhu-dM-h-&dmm-d-ldu-hduMhmw-Mdeﬂ)manMBoﬂathhmwﬁc
from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING: mmmmm.lb-ﬁﬂMuuﬂiyupﬂd.hhhfwmdnmﬂﬁhwﬂlbﬂﬁdhum
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall exocute and record &
“-Mmammmdummmuwm. The recorded release, or a certified copy of same, shall be filed in the General
mmmwumhmwhmmo&d—hamuumhwhm If Lessee fails or refuses io execute and record such release or
.ﬁu-ﬁhmmm*mwnu»wumwmuuw:mmmwumwmmmwm
“hh““dmﬂdmlwlwhumumwhlﬂnhmﬂhhmmdhﬂuﬂLmdoﬁcend
such designation shall be binding upon Lessee for all purposes. H-qumumudummmmmwwmmmuu
ﬂc-ﬁbﬂd“nnﬂﬁdnuhmhmwbﬂﬂwﬂhmmmmmmmnuaﬂmu
thereafter allocated to said well or wells for production purposes.

8. OFFSET WELLS: Idﬂuphﬂhwﬂdhmmﬁmlﬂwuwmm«mhwwnnwm.ﬂﬂﬂh
nﬁ-‘n—d(lm&ldhﬂWMuMMhM&th&“hMMMM(&)Mdhndlhhﬂpnhaﬁu_ﬁm
htﬂﬂuﬂﬂ““u“ﬂ(]%hhhnmﬁhﬂ“@hmﬂﬁﬁdmm&&m&;d-o&uﬂuhu
-ndlyﬁlnu.-d-ﬁuﬂwﬂlﬂhmhnﬁdqﬂ-mhmbmhmmdhnmwwmdhlﬂmwwm
“—dmm—yhlpﬁmmu-ﬁuﬁmﬂﬂmwmﬂhmm Ouly upon the determination of the Commissioner and with his
*Mmhmﬂdl“ﬂywﬂdﬁhﬂ#h&m-dﬂwﬂwﬂsw“mw.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: Ehﬂhmnhﬁﬂwumdpwxﬂndoﬂwmuddm
mww.ayuummaumumnwmwummwmdwupmummwmw
‘ﬂﬂllﬂwﬂ.ﬁhﬂﬂmMICCWMWJdm(W)Mﬁu“de-ﬁdmﬂddtyhkumdmu
e_mdﬂndthum&.mhmumumhm-ﬂwmdhh-unmupwvuadhthhuc. If, during the last year of the
m-—-;&m(ﬂ)mmm-hmhmdwaumddummun-u-ym.w-mmmumm
ﬂmmmmﬂ&#ﬁdummnﬁﬂmhuMMhmmnquMmem
“u_ummmummmum|o.-ﬁ.uwdumn-mmdmufpmm
Paragraph 10. M&hﬂaqwﬁm-umwuum--u-hunupdmummmummm
wdhdnnlhhm-—wuwwnuhﬁoh_ﬂmum&walﬂy(ﬁmmmﬁmdwduﬁMuﬂ
cmﬂdwh&uh-ﬁﬂm&hwhﬂmm Ulhw&“ﬂhpﬁﬂ“uqhh—ﬁulﬁhdw'ﬂwﬂhwm
uu;—um—mumummuu-hpmw

10, CESSATION, DRILLING, AND REWORKING: EMMWthnMdaﬂwﬂﬁuhuMﬁuMdﬁdm
I—q—gﬁhnunnh.!lmmm&mhgumwduv&dny(w)md\:nﬁa—ﬁu.nd&k-a”_ﬁhu
hu-lmﬁnh(-uﬂmcud-ohmm-dhmlhwmmwh;mtnﬁuy(w)m If such drilling or reworking
mﬂh&midn“hhnmMhﬂmdﬂuhnm-duphmmuwpdmhmmuwd
Mhdcwﬂm&wmdmmhﬂuwhﬂcupmﬁdbyh. If the drilling or reworking operations result in the completion of a well
-awmuuwnnhluwmmmammmm(w)mmumﬁmdmm-aayhoh.-du-u
u_ﬁhm-m-mmmummhwmuh.-m-m-mmwmmwmmmm(ﬁmm Lesseo
shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

1L SHUT-IN ROYALTIES: hmdﬂmW'mmwﬂlﬂhb@uﬂmﬂnmmwmmmmm“ﬁcmd'oil
and gas. llwhﬁ&qﬁ“dhpﬂyhdnhﬂﬂ.dﬂbﬂuﬂhmb&.nﬂdhI‘uw-ddfau..nwd!nubhdpndn&‘dla'plhm
M-hlnﬂduhlndmi..heilwuhuuhgMhudmmmuh&ﬂlmmmbmummu-M—hdlnrpl
nynuy-“qﬂhbﬂehnﬂmﬂlpluﬂthdhlhhnn.huthuh!l:&nmhdﬂwﬁhdmwcuhmm To be effective,
-uihhhlﬁl—hoﬂupﬂnyﬂyuﬂhpﬂuwhﬁt(l)hqﬁﬁuﬂhpﬁl}mﬂ)wmﬁummaumﬂupmhmm«(n
mmﬁmm-mummhwmummmauhm If the shut-in oil or gas royalty is paid, the lease shall be
Mbhlmmdﬂm—‘dluu-diulu-dhhhnnﬂdmmhhddhpﬂym«mhhqdhﬂmu
-dhMMM-‘.NMImMMWUMWthwmmmmwmmhhmmwﬁ
one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

1. COMPENSATORY ROYALTIES: mw&w&uuw&d&abwdhm-hoﬂuwwyﬂty.dlap:hnld-dédivudhwhsm
b_lwﬂwu‘lﬁhmM(lMMdhhdumimﬁmﬂﬂhunmm.whwmhwmmhmhdﬂbm”

3




-ﬂhhh-ebymum-hoﬂ«umywwmhlhmmumﬂdﬁwf«mmdhyw{ww&dﬂmﬂuhﬂbmﬂ The Lessee may
mlﬂeuehhmwnmwmmwm:mmmwhumdhwv&udm&mhmmu
drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is 1o be paid monthly to the
Cn-i-'uubep'niuol«hd’mhhﬂﬁyofumﬂtfollowm&emhmudlwwhmﬁmhudlwuumumdhmﬂudhmm
producing reservoir and located within one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in
dwpwyﬂﬂ.lm“m.moﬂtqnlbhdiﬂmﬁﬂn&hyﬂﬁ)hnﬁmlhuddlheIlwwhtudmﬁhpmﬁdmﬁﬂmmdu
mdmwuumnﬁnmwuummnxcmsz.ou;m,ahmmamwm.umu
Commissioner's written approval, the payment of compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue
penalty and interest in accordance with Paragraph § of this lease.

13. EXTENSIONS: m-mwdmmmo{mmmdwwpm“mmmdmmwmmwﬁmmnmmu
w&mﬁﬂndhl;odndu«kmnlihnm,lmm,wubefm&eaphﬁmoﬂbcpﬁm:ymﬁkhhﬂmﬂmmmmmu!&c
Wdh%ﬂdMOﬁu[ﬂlMﬂO)&ymﬂuﬁmmwbymmlofThmThﬂmndDdM(ﬂ.N0.00)lﬂhhlﬂueomﬁthdmdfwy
(W}mubﬂwwm(ﬁ.m.w)umhummIhnn'xhundmdfmy(MO)launddwCunmhﬁmathﬁ&ng.mmdlhhlmefutM(M)
mmmmmmmammmm;mm»wumuwhpm.mﬁdu;mm.mmm.mmundm
mmmmmmwmumm&ﬁumymm)mMpﬂMfulddi&ondutmdonoflhinyﬂmday:ud,upmmdploln:h
Mﬂmmwmwl.hwﬁmmmﬁhmwdwmemmalninfntul‘orluchlddi&oullmlny(m)dlypuiodmdmlongtbuunwuoilw
phpodueadinpnyh;q-mﬁﬁu:mvided.Imwm.thllhisleuednllnubearmdad[wm&mumdof&rwhun&adninﬂyﬂ%)dun&mmdlﬂulheexpimionoflhe

14, USE OF WATER; SURFACE: Lmudu.lllnveuﬁmmmmwm:ﬁdhﬂdmhmmmddyupou&cluwdptminu;pmvided.
however, Lessee shall not use potable water or water suitable for livestock or irigation purposes for water flood operations without the prior written consent of Lessor. Subject to its obligation
to pay surface damages, Lessoe shall have the right 1o use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing
the production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office
fee schedule which is effective on the date when the activity requiring the payment of surface damages ocours. .

15. POLLUTION: In developing this area, Lessoe shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal

! wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the

uudpalidm.Lu-uMuullne-sllh.ldiq:n-lbmﬂmMuﬂHpﬂmMMHWWhthmﬂkMﬁmm.

(A) UPLANDS: lﬂmhﬂhﬂdﬂnﬁﬂdﬂ!ﬂm‘mhﬁuﬂ.m,mmﬁundmkbmuiuwunmummmdmgemhjuy;ndm
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon.

(B) SUBMERGED LANDS: No&mdnudmammuwmmwmmmummmmmumm
barge, jack-up rig or other equipment located on the leased arca. Solid waste shall include but shall not be limited o containers, equipment, rubbish, plastic, glass, and any other man-made
noo-biodegradable items. A sign must be displayed in & high traffic area on all vessels and manned platforms stating, *Discharge of any solid waste or garbage into State Waters from vessels
or platforms is strictly prohibited and may subject a State of Texas lease to forfeiture.” Such statement shall be in lettering of st least 1* in size.

(C) RIVERS: To the extent necessary to prevent pollution, the provisions found in subsections (a) and (b) of this paragraph shall also apply to rivers and riverbeds.

(D) PENALTY: Failure to comply with the requirements of this provision may result in the maximum penalty allowed by law including forfeiture of the lease. Lessee shall be liable for
the damages caused by such failure and any costs and expenses incurred in cleaning areas affected by the discharged waste.

16, IDENTIFICATION MARKERS: Lessec shall erect, at a distance not 1o exceed twenty-five (25) feet from cach well on the premises covered by this lease, & legible sign on which
shall be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same
ﬂw,mh%hhmﬁubﬁﬂawubmﬂlwmwdhm-ﬁﬂ-dndxukcbukhﬂbehdﬂy
identified at all times, cither by a firmly sttached tag or plate or an identification properly painted on such line at a distance not 1o exceed three (3) feet from such tank or header connection.
Said signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lease.

17. ASSIGNMENTS: The lease may be transferred af any time. All transfers must reference the lease by the file number and must be recorded in the county where the area is located, and
the recorded transfer or & copy certified to by the County Clerk of the county where the transfer is recorded must be filed in the General Land Office within ninety (90) days of the execution
h.-pwiﬁbyN.I.C.mmmw&m&mw&wwoﬁwm&ﬁdﬂhhdmdﬂbthl‘dOﬂiﬂd’nﬂ
transfer or certified copy thereof. Buymmmu.nmuumummwmammuumwuwm-qw
transferee of the lease, including any liabilities to the state for unpaid royalties.

18. RELEASES: Lessce may release the rights granted hereunder to the State at any time by recording the release in the county where this area is situated and filing the recorded release or

cextified copy of same in the General Land Office within ninety (90) days afler its execution accompanied by the filing fee prescribed by the General Land Office rules in effect on the date of
receipt by the General Land Office of such release or certified copy thereof. Such release will not have the effect of releasing Lessee from any liability theretofore sccrued in favor of the State.

19. LIEN: In sccordance with NR.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid
royalty and other sums of money that may become due under this lease. By scoeptance of this lease, Lessee grants the State, in addition 1o the lien provided by N.R.C. Section 52.136 and any
other applicable statutory lica, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may sccrue to Lessee
from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the
production or processing of such leased minerals in order 1o secure the payment of all royalties or other amounts due of to become due under this lease and to secure payment of any damages or
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or
without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute
and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there are no prioc of superior liens arising from and
relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this represcntation is not true,
then the Commissioner may declare this lease forfeited s provided herein.

20. FORFEITURE: If Lesscc shall fail or refuse to make the payment of any sum within thirty (30) days afler it becomes due, or if Lessee o an authorized agent should knowingly make
any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations
adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the
General Land Office, the School Land Board, or the Railroad Commission, or refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent
mwﬁﬂwumhﬁnmhfaﬂauhmm.uwmalﬁahhﬂ&ﬂuﬂlﬂdmamudwnﬂ.wﬂ‘wm
knowingly violate sny of the material provisions of this lease, oc if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under
this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which suthorize a forfeiture, and when forfeited the arca shall
again be subject to lease 1o the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the automatic
termination of this lease by operation of law or by reason of sny special limitation arising hereunder, Forfeitures may be set aside and this lease and all rights thereunder reinstated before the
rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and
regulations that may be adopted relative hereto.
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21. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in NR.C.
Sections 52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessoe.

12. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of
the General Land Office goveming drilling and producing operations on Permanent Free School Land specifically including any rules promulgated that relate to plans of operations, payment of
royalties, and suditing procedures, and shall be subject 10 all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the scceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office’s audit billing notice and sudit hearings procedures. Said provisions are currently found st 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by & navigation district or by the United States for the purpose of navigation or other
purpose incident to the operation of & port, then Lessee shall not be entitled 1o enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Lessce shall be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from
the Commissioner of the General Land Office is necessary 1o make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest
dredged bottom edge of any channel, slip, or turning basin which has been suthorized by the United States as a federal project for future construction, whichever is nearer,

13. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the casing or any part of the equipment from
any producing, dry, or abandoned well or wells without the written consent of the Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without the
written consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or property owned
by Lessee and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly
filled and all broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his suthorized representative.

4. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing
oil snd/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental authority, then while so
prevented, Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof preseated to the Commissioner of the General Land Office in support of
Lessee's contention and Lessee shall not be liable for damages for failure to comply therewith (except in the event of lease operations suspended as provided in the rules and regulations
adopted by the School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or
gas from the leased premises; provided, however, that nothing herein-shall be construed to suspend the payment of rentals during the primary or extended term, nor 1o abridge Lessee's right to &

suspension under any applicable statute of this State.

25 LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent thefl of oil, gas, and other hydrocarbons produced
from said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all acoess points at the lease's
production, gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of theft.

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries of & pooled unit that has been approved by
the School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, st any time after the expiration of the primary term or the extended term, this lease covers a
lesser number of scres than the total amount described herein, payments that are made on & per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on & per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres
outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres sctually retained and covered by this lease.

17. SUCCESSORS AND ASSIGNS: mmmdmmwmm»uumwummmmu
assigns of Lessee herein.

28, ANTIQUITIES CODE: In the event that any feature of archeological or historical interest is encountered during the activities suthorized by this lease, Lessee will immediately cease
sctivities and will immediately notify the General Land Office and the Texas Historical Commission so that adequate measures may be undertaken to protect or recover such discoveries or
findings, as appropriate. Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 US.C.A. 470). Lessee shall comply with the
Antiquities Code of Texas, Chapter 191, Natural Resources Code, as amended.

29. VENUE: Lessor and lessce, including lessee’s successors and assigns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied,
reganding interpretation of this lease, or relating in any way 1o this lease or 1o applicable case law, statutes, or sdministrative rules, shall be in & court of competent jurisdiction located in Travis
County, State of Texas.

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code, this lease must be filed of record in the office of the County Clerk in any county in which all or sny part of the
leased premises is located, and certified copics thereof must be filed in the General Land Office. The prescribed filing foe shall accompany the certified copies sent to the General Land Office.
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s wps fIN TESTIMONY WHEREOF, witness the signature of the Commissioner of the Office of the State of Texas under the seal of the General Land Office.
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OF THE STATE OF
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OIL AND GAS LEASE NO

DATE___

STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF
BEFORE ME, the undersigned authority, on this day personally appeared
known to me to be the person whose name is subscribed to the foregoing instrument, as

of

and acknowledged to me that he executed the same

for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

Given under my hand and seal of office this the day of
Notary Public in and for
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

Before me, the undersigned suthority, on this day personally appeared

Mhmhhhmﬁmmmmhhmhwnu.ndwwmh&qmm
same for the purposes and consideration therein expressed.

Given under my hand and seal of office this the day of

Notary Public in and for




September 17, 1998

Mr. John E. Lodge

Titan Resources, L.P.

50 W. Texas, Suite 500 i
Midland, TX 79701

Dear Mr. Lodge:

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

The leasc 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, Gil Well Status Report; W-12, Inclination Report;
Electrical Logs (any scale and within fifteen (15) days after they are made); Directional Surveys.

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

Sincerely,

Robert B. Hatter, Director
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Justin, Texas

OIL AND GAS LEASE
NO. M-99600

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being bereinafter referred to as N.R.C.), and subject to all
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to said
N.R.C, the following area, to-wit:

SECTION 32, BLOCK 52, PUBLIC SCHOOL LAND SURVEY, CULBERSON COUNTY, TEXAS, CONTAINING APPROXIMATELY 640 ACRES AS SHOWN ON THE
OFFICIAL MAP OF CULBERSON COUNTY ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

was, after being duly advertised, offered for lease on the 4th day of August, 1998, at 10:00 o'clock am., by the Commissioner of the General Land Office of the State of Texas and the School
Land Board of the State of Texas, for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from the above described area; and

‘WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at 3 regular
meeting thereof in the General Land Office, on the 4th day of August, 1998, hereinafier the "effective date® and it was found and determined that TITAN RESOURCES, L.P. whose address is
500 W. TEXAS, SUITE 500, MIDLAND, TX 79701 had offered the highest and best bid for a lease of the area above described and is, therefore, entitled to receive a lease thereon:

NOW, THEREFORE, I, Garry Mauro, Commissioner of the General Land Office of the State of Texas, hereinafler sometimes referred 10 as "Lessor,” whose address is Austin, Texas, by virtue of
| the authority vested in me and in consideration of the payment by the hereinafier designated Lessee, the sum of Sixteen Thousand Six Hundred Twenty Seven and 20/100 Dollars ($16,627.20),
| receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by Lessee, do hereby demise,

grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and conditions, to-wit:

1. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all rights with respect to the surface and subsurface thereof for any and
all purposes except those granted and to the extent herein granted to Lessee, together with the rights of ingress and egress and use of said lands by Lessor and its mineral lessees, for purposes of
exploring for and producing the minerals which are not covered, or which may not be covered in the future, under the terms of this lease, but which may be located within the surface boundaries of
the leased area. All of the rights in and to the leased premises retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner that

| neither shall unduly interfere with the operations of the other,

1 TERM: Subject to the other provisions hereof, this lease shall be for a term of five (5) years from the effective date hereof (herein called "primary term”) and as long thereafter as oil or gas
is produced in paying quantities from said arca.

3. DELAY RENTALS: If no well be commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall terminate as to both parties unless the Lessee on or
efogesaid date shall pay or tender to the Commissioner of the General Land Office of the State of Texas at Austin, Texas, the sum of One Dollar (51.00), per acre, which shall operate as rental
'Whpﬁﬂq‘d’ ferring the ent of a well for twelve (12) months from said date. In like manner and upon like payments or tenders the commencement of a well may be
...-Hemsdfw&cwﬁdhmnmhdn@hmﬁvﬁy&uﬁuﬂnmmhﬂwﬂ
® o «” PRODUCTION ROYALTIES: Subject to the provisions for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees 1o pay
orgause to be paid to the Commissioner of the General Land Office in Austin, Texas, for the use and benefit of the State of Texas, during the term hereof:

*o0) OIL: Asa royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
® M\tifcarbons recovered from oil or gas run through a separator or other equipment, as hereinafier provided, 1/8 part of the gross production or the market value thereof, at the option of the Lessor,
= \;ﬁulobodelamludbyI)ﬂuhi;henmedpiw,pluwmimn.i!lny.offetedu'y.idfwoil.mdual:.dinﬂlu:.wothal]quidhydmcutun.mthdy.ofllikuypcndp‘l\'ilr
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whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an

oil and gas separator of conventional type or other equipment at least as efficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
« MAAA sonsent of Lessor, the requirement that such gas be run through such a sep or other equip may be waived upon such terms and conditions as prescribed by Lessor.
sees

(§) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above,
'Wﬁmmywdlmnidhnd(uoq:(npvﬁdedbudnuimmpulwmpimdhlpMIfwlhcun:dcnofpsdim.liqﬂdhyckuwbomwoﬁapm&m)ﬂpmdﬂnm
production o the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where
produced and when run, or the gross price paid or offered to the producer, whichever is greater provided that the maximum pressure base in measuring the gas under this lease contract shall not at
any time exceed 14.65 pounds per square inch sbsolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and
for specific gravity according to test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.

A CERTIFIED COPY
IF IT BEARS THE SEAL OF THE COUNTY
ATTEST: PRl 9?

LINDA McDONALD, COUNTY CLERK

CULBE COUNTY, TEXAS
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(C) PROCESSED GAS: Asaroyalty on any gas processed in 4 gasoline plant or other plant for the recovery of gasoling or other liquid hydrocarbons, 1/5 part of the residue w‘ and
the liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor, All royalties due herein shall be based on one hundred percent (100%) of the total plant producticn of
ruiduepsnm"buhhlclngx:mducedﬁ'omﬁislﬂse,mdoqﬁﬁypqmt(so%)mthapmmlmingmlmee,uﬁchmismegru!u.of&etohiplmlpmdudionofﬁqdd
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lﬂilixte)awnsmhmthmdmepumugeappﬁubleloliqtddhydmwbmsaha[lbeﬁﬂypaomt(so%)uthehigh&paemtwmﬁngtnadﬂdpmplwngpsﬂ:roughmchmml
undn-apmuuinglgmemen:negodazedlnnns'lmgtb(ori!‘lhmisnom&irdputy,ﬂlehighmpmtlﬁmbdng;peciﬁedinpmecssinglsrmmtsormmindmhd]mﬂ
whichever is the greater. ThercspccﬁwmydﬁummdduapsmdmﬁqtﬁdbymmbeddminedbyI)ﬁ:ehighmmnkﬂpﬁcepaidoroﬂ'emdformyy;(oruwj&
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hydrocarbons), whichever is the greater. Innuevcnl.howevu.Mﬁemyﬂﬁupmblemduthhpﬂmphbelmmmcmyﬂﬁuwﬁchwm]dhlvcbemduchnddiegunotbeen
processed,

(D) OTHER PRODUCTS: As a royalty oo carbon black, sulphur or any other products produced or manufactured from gas {excepting liquid hydrocarbons) whether said gas be
“casinghead,” "dry” or any other gas, by fractionating, buming or any other processing, 1/5 part of gross production of such products, or the market value thereof, at the option of Lessor, such
market value to be determined as follows:

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

(E) VARIABLE ROYALTY:; (i} Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursyant to the terms
of this lease and such production is brought oa line and sales thercof are commenced within twenty-four (24) months of the effective date hereof, the royalty rate provided hercin shall be
seduced to 18.75%, and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twenty-four (24) month term during which
Lesses may earn a reduced royalty rate of 18.75% as herein provided, Lessse should drill in good faith and complete the first well a3 a dry hole on the land covered by this leass, Lessee may
receive 4 three (3) moath extension of the term in which to eam & reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an
additional well prior to the expiration 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 in
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,

(ii) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought on line and sales thereof are commenced after the
expiration of twenty-four (24) months from the effective date hereof but prior to the expiration of forty-cight (48) moaths from the effective date hereof, the royalty rate provided herein shall be
reduced to 19.375% and shall spply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twenty-four (24) month term during which
Lessce may carn a reduced royalty rate of 19.375% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole ca the land covered by this lease, Lessee may
receive a three (3) month extension of the term in which to earn & reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an
additional well prior to the expiration of such three (3) month period and prosecuting diligently snd in good faith the drilling of such additional well and completing same so that production in
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.

(F)NODEDUCI'IONS:Lnseelgreuﬂnuﬂmyﬂﬁumingwl.gssorundcrﬂﬁsleasc:.hallbewithoutdoduedonforthe_postofproducing.hm.spmﬁug.mdodlemiscmakingﬂ:e
oil, gas and other products produced hereunder ready for sale or nse, . P

(C) ROYALTY IN KIND: Notwithstanding anything contained herein to the contrary, Lessor muay, at its option, upon not less than 60 days notice to Lesses, require st any time or from
time to time that payment of all or any royalties accruing to Lessor under this lease be made in kind without deduction for the cost of producing, gathering, storing, separsting, treating,
dehydrating, compressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor's right to take its royalty in kind
shall not diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease. .

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas a3 may represent this lease’s proportionate share of any fuel used to process gas produced
hereunder in any processing plant Notwithstanding anything contained herein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee
may recycle gas for gas Lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have been remaved, and no royalties shall be payable on the gas so recycled until
such time as the same may thereafier be produced and sold or used by Lessee in such manner as 1o entitle Lessor to # royalty thereon under the royalty provisions of this lease.

(M MINIMUM ROYALTY: During say year after the expiration of the primary term of this lease, if this lease is mzintained by production, the royalties paid to Lessor in no event shall
be less than am amoumt equal to the total annual delay rental herein provided; otherwise, there shall be due and payable oa or before the last day of the month succeeding the annjversary date of
this lease & sum equal to the total snnual reatal less the amount of royalties paid during the preceding year,

() MARGINAL PRODUCTION ROYALTY: Upon Lessee’s written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
royalty set out in subparagraph 4 (1) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must
conform to the requirernents of sny School Land Board administrative rules oo this subject. Royalty mey not be reduced below the spplicable statutory minimum,

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

Payment of royalty on (xoduction of oil and gas shall be as provided in the rules st forth in the Texas Register, Rules currently provide that royalty on oil is due and must be recef
Genenal Land Office on or before the Sth day of the second month succeeding the month of production, snd royalty on gas is due and must be received in the General Land Office on or defere
the 15th day of the second month ding the month of production, sccompanied by the affidavit of the owner, manager or other authorized sgent, completed in the form mndgmagusr
prescribed by the General Land Office and showing the gross amount snd disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all djcuhg®
records of reports confirming the gross production, disposition and market value including gas metar readings, pipeline receipts, gas line receipts and other checks or memoranda of amount
pmdwedmdminmpipelinu.unkx.orpoohmd;asﬁnnorguumge.mdmyoﬂ:ermummﬂ:whlchlﬁeGmunlhndoﬂicemaquuimlova-ifythempmducﬁon,
dispesition and market value. In all cases the suthority of a manager or agent 1o sct for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accbiifithied
by a check stub, schedule, mummary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his
royalty on of before thirty (30) dayy after the royalty pryment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is aver thirty
(30) days late shall sccrue a penaity of 10% of the royalty due or $25.00 whichever is greater. In addition to a pezalty, royaltics shall accrue interest at a rate of 12% per year; such infR8r\g®
begin accruing whea the royalty is sixty (60) days cverdue, Afﬁd:ﬁumdmppaﬁngdoqmeauwhichmnotﬁledwtendueshﬂlincwnpemﬂyinmlmoumlsdbylhe(knmll.-md
Office administrative rule which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying of causing royaltics to be
paid as prescribed by the due date provided herein, Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to b8 e
the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royssysin
dispute as to fair market value,

*
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6 (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lesses shall antually fumish the Commissioner of the General Land Office with its best possible estimate of ol and gat
reserves underlying this lease or allocsble W this lease and shall fumish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and
amendments to such contracts within thirty (30} days after entering into or making such contracts, sgrecments or amendments, Such contracts end agreements when received by the General
Land Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessse. All other contracts and records petaining to the production, transportation, sale and
marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all imes be subject to
inspection and examination by the Commissioner of the General Land Office, the Attomey General, the Governor, or the representative of any of them.



(B) DRILLING RECORDS: wmmdmmmummmunmmammmarummmwm-xawmmwum
spud date, work , re-entry, temporary aband or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad
Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the G I Land Office at the time they are filed with the Texas
l.-'h-deiuicn.I.muhallnpplymwwmmewmmmdmamMMHMWMMdh
mmwmmﬁﬂmhwhﬂnmlndmtldditinulolhucbaeinuprmlyptmidedfa.lthmndnwicﬂndloruﬁwﬁmqu
lud-ulhbu'o-boleuﬂiu.huﬂub-uoflhclrfnu:uinghrheu&ldq:ﬂ:dweﬂ.ofdlwdhﬁﬂdmﬂuuhowdmibedmhundﬁdlmhnmmﬂumgm
survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

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

7. RETAINED ACREAGE: Notwithstanding any provision of this lease to the coatrary, after & well producing or capable of prod ing ofl or gas has been completed on the leased

puhu.lmd:dluadnhdiligmnflmwnlblypmdmlopauuindrillingmchuﬂiﬁoulwnllorwclls;mnybemmblyummyfumapmpwdevdopmemofuuw
premises and in marketing the production thereon.

(A) VERTICAL: hhmﬂn‘.lleueilinrmumdeﬂodma)mlnameupinﬁmdmof&epﬁmnuwmiuh.u.llmminaunlodlofﬂuimodm
EXCEFT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-
in oil or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a
producing pooled unit pursuant to Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration
ﬁhﬂ:hnﬂpmduch;wﬂundalbemlelmdm;lﬂln'onloﬂheMMCmmi;ﬁdemawnymumy.madremuln.ltba'ityhvingjwisdicdon. Within
90 days of a partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the
pﬁdh-hdn.lﬂuiﬂlhﬂhd{hmwllrfamlaurwiumﬁmuﬂmhmﬂdp«ﬁmdhhﬁpﬂuumhwymhh
continued operation of the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a
surface lease from the Land Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years afier the expiration date of the primary or extended term it shall further terminate as to all depths below
. 100 feet below the total depth drilled (hercinafter “decper depths”) in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or
* extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease (as specified on page | hereof). If such amount is paid, this lease shall

bthﬁnaudaﬂ‘wlubnchdupcdqxh.ndlddmiﬂﬁondullbeddlyedl’u’nnddiﬁmdpuioddmﬂ)mmdnhngmnauoﬂwmhpmdwdinmmﬁa
from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with the well located in the center
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or
releases within ninety (90) days after being requested to do 5o by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be relcased hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and
such designation shall be binding upon Lessee for all purposes. If at any time afier the effective date of the partial termination provisions hereof, the applicable field rules are changed or the
well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not
thereafter allocated to said well or wells for production purposes.

8. OFFSET WELLS: If oil and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is
m-.wu.mu«u-—uwm«mwmmmemmbymmmmuudmm(w)mmamawmm
the draining well or the well located within one thousand (1,000) feet from the area covered by this lease begin in good faith and prosecute diligently the drilling of an offset well on the area
covered by this lease, and such offset well shall be drilled to such depth as may be necessary 1o prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller
shall use all means necessary in a good faith effort to make such offset well produce oil and/or gas in commercial quantities. Ouly upon the determination of the Commissioner and with his
written approval, may the payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this Paragraph.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term hereof and prior to discovery and production of oil or gas on said land,
Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or gas from the leased premises such production thereofl
should cease from any cause, this lease shall not terminate if oo or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee
commences additional drilling or reworking operations thereon, or pays or tenders the next annual delay reatal in the same manner as provided in this lease. If, during the last year of the
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force
and effect without further operations until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may
maintain this lease by conducting sdditional drilling or reworking operations pursuant to Paragraph 10, using the expiration of the primary term as the date of cessation of production under
Paragraph 10. Should the first well or any subsequent weil drilled on the sbove described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may resume
payment of the snnual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in ol
or gay and upon the failure to make such payment, this lease shall ipso facto terminate. If &t the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on

. payments may be made in accordance with the shut-in provisions hereof.

.wnomnnmmmuwomz If, after the expiration of the primary term, production of oil or gas from the leased premises, after once obtained, should cease
camse, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full

force gpd effect for 80 long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking
up.d@rhhhwoﬂudoﬂumhkummhwmﬂﬂwhnhgnﬂumhmﬁmhhnodmhuhpmm«md
shut-in gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well
llIl’\oll.IMInuwﬂlmlu'ninmlfhl.mmﬁﬁﬁmﬂﬂﬁngummﬁlﬂnmmﬂ)mmﬂhmmﬂmcﬂh-eﬂuldyhdc.-dmhleue
effect 50 long as Lessce continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee

itten notice to the General Land Office within thirty (30) days of any cessation of production.

l)'. -IN ROYALTIES: For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
wnd any time after the expiration of the primary term of & lease that, until being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying
w&lﬁmumMMb«uﬂamhumwaMdmm&dﬁﬁuul&kdluﬂnblem&nmummulmucuum
m&wmnmmﬂwmwhmmuumm:nm.mmmmwedmwaphmm To be effective,

shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3)
60 days after Lesseo completes a drilling or reworking operation in sccordance with the lease provisions; whichever date is latest. If the shut-in oil or gas royalty is paid, the lease shall be
considered to be a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the
Mhmmm-&ﬂh&ﬂmlﬂuhhm&duﬁuwMn&kﬂfahoﬂwmmlnmmmhlmlfufawnmmpuiodlo{
oae (1) year by paying the same amount each year on or before the expiration of each shut-in year.

12. COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities
Emawdlbclﬁﬂﬁnwdwmd(l.@)fwof&chndmhﬂndumpludinhmwo&dnm.uhmmhw&mlsm*mwdﬂmw
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mﬁnﬁnhelﬂubyplﬁngﬂlelhm-hoﬂa‘mmyﬂlylhl.lleuse,bultheleue:hallmnheﬁndwfw&cmﬁnderofﬂ:ewaorwhichﬂ:emyﬂlyhubemplid. The Lessce may
mﬁnhm&ehsefafwmmmmﬁwm!bymm;mmmnhyuthemylhyruxcpm\ridedinmeluseofﬂlemnkﬂmueﬁpmdudionﬁ'omIhewdlc.u_,insmc
dnimgeorwhichheomplucdinmenmcprodwingmawirmdwithinouemousmd(l,ooo)fcdof&clcasedptemim Thempmmuymyﬂtyhmbepﬁdmonmyhme
Commim'mbcgilmingmu’bcfmﬂ!ellsldlyofﬂlemoulhfollowingthemon&inwhichﬁeoﬂorpsispmduwdfmmlhewe[lcnuaingdlcdﬂinlg&wihﬂiimmplﬁndinlheumg
pmdudngmawirmdbmodwithinoummd(l.ooo)feannkelusadptmisu; iftheoompcn.motymya]typaidinmyImeﬂ;paiodkinmmmmtlethﬁemmshm.in
oilorpsmyally.!.aseeshallpaynmmtoqudwmediﬂ'moeﬁd:iutbhtyco)dmmmcmdoftbe 12-month period; and none of these provisions will relieve Lesses of the
obligation of reasonable development nor the obligation to drill offset wells as provided in NR.C. Section 52.034; however, at the determinstion of the Commissioner, and with the
Commissioner’s written approval, the payment of tompensatory royalties shall satisfy the obligation to drill offset wells, Compensatory royalty payments which are not timely paid will accrue
penalty and interest in accordance with Paragraph 5 of this lease, .

13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been oblained oa the feased preraises bat drilling operations are being conducted
thereon in good faith and in & good and workmanlike manner, Lessee may, oa or before the expiration of the primary term, file in the General Land Office written application to the
Commissioner of the General Land Office for a thirty (30) day extension of this lease, sccompanied by payment of Three Thousand Dollars ($3,000.00) if this Tease cavers six hundred forty
(640) acres or less and Six Thousand Dollars (36,000.00) if this lcase covers more than six bundred forty (640) acres and the Commissioner shall, in writing, extend this lesss for a thirty (30}
day period from and after the expiration of the primary term and 3o long thereafier as oil of gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling
operations are being conducted make like spplication and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upor receipt of such
application and paymeat, the Commissioner shall, in writing, again extend this lcase 3o that same shall remain in foree for such additional thirty (30) day period snd s0 long thereafier as ofl or
gas is produced in paying quantitics; provided, however, that this lcase shall not be extended for more than a total of three hundred ninety (390) days from and after the expiration of the
peimary term unless production in paying quantitics has been obtained. .

I4. USE OF WATER; SURFACE: Lessec shall have the right to use water produced on said land necessary for operations bereunder and solely upon the leased premises; provided,
hmm.l.sseesblnnuuepoublemwmuﬁnbleforﬁmocka‘uﬁgaﬁmwaw:ﬂmdwmﬁmmmepduwﬁmmtofm. Subject 1o its obligation
hmm&udm&gm.lmsh&ﬂhmﬂmrigﬁlwusesomud:ot‘lhem:fauoftbehndlhnmaybemsomblynwmryfordﬁuingmdopaﬁug wells snd transporting and marketing
the production therefrom, such use to be conducted under conditions of least injury to the surface of the land, Lessee shall pay surface damages in an amount set by the General Land Office
fee schedule which is effective on the date when the activity requiring the payment of surface damages occurs, -

. 15, POLLUTION: Tn developing this area, Lesecs shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal
- wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillage, secpage of ground water contamination, In the
event of pollution, Lessee shall nse all means st its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage ¢ public and private properties,

(A) UPLANDS: Lessee shall build and maintain fences around its slush, sump, and drainage pits and tank batteries so as 1o protect livestock against loss, damage or injury; and upoa
completion or abandonment of any well o wells, Lessee shall fil] and level all slush pits and ccllars and completely clean up the drilling site of all rubbigh thereon.

(B) SUBMERGED LANDS: Nodischargeofnﬁdwm:orgmbagemﬂbeﬂ]cwedhtosmmsﬁ-omanydrﬂﬁngumpponvmch.mducﬁmphﬁ‘om.morwpplym
barge, jack-up rig or other equipment locatad on the leased area, Solid waste shall include but shall not be limited to containers, squipment, rubbish, plastic, glass, and any other man-made
non-biodegradable items. A:ignmustbedisphyodhnhighlnfﬁcmonal.'lve:s:lsmclmmnedMmmﬁng'mmofmymﬁdwmugmﬁngehwsmeWmﬁmmts
or platforms is strictly peohibited and may subject a State of Texas lease to forfeiture.” Such statement shall be in Jettering of at least 1* in size.

(C) RIVERS: To the extent necessary to prevent poltution, the provisions found in subsections a) and (b) of this paragraph shall also apply to rivers and riverbeds.

() PENALTY: Failure to comply with the requirements of this provision may result in the maximum penalty allowed by law including focfeiture of the lease. Lessee shall be liable for
ﬁedmtguwuedbymchfxﬂmmdmywmmdmhmedinduningmlﬁbﬁedbyﬂtedischﬁgedrmc.

16 IDENTIFICATION MARKERS: lﬂ.wuhaﬂercd.ttldislnncenottouoeadmmty-ﬁw&f)feaﬁmuchmﬂm&emhamuedby&hlmc,ulcgi‘blen'gnonwbich
shall be stated the name of the operator, the lease designation and the well number, Where two or more wells on the same lease or where wells on two or more leases are connectsd to the same
unkbmay.wheﬂxabyindiﬁdmlﬂowlineeonneetionsdimdmlhennkntmhorbymoflmultiplehﬂdamachlinebmemunhweumdsuchtanku-hudeuhallbelcgibly
idenu‘ﬁednt:ﬂtimu,eithu’bylﬁ:mlymachedngorph!sonnidcntiﬁcxﬁmpmpulypaintodonmchlinenldistanu'nouoexcwdﬂnee(!)fwtﬁ'nmmchmkorhadamedion.
Said signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this fease,

17. ASSIGNMENTS: The lease may be transferred at any time, All transfers must reference the lease by the file oumber and must be recorded in the county whers the area is located, and
ﬂxemdcdhmsfaulmpyoaﬁﬁedwbyﬂummtyaukof&cemm:ywhmﬂ:emsfuismordcdustbeﬁ]edinlheGmaallmeﬂimﬁdﬁnuinetyGO)dm of the execution
date, as provided by NR_C. Section 52.026, sccompanied by the filing fee prescribed by the General Land Office rules in effoct on the dats of roccipt by the General Land Office of such
transfer or certified copy thereof. Evuyumsfmshllameedtolﬂrighuandbembjedmdlobligxﬁons.Eabiliﬁu,mdpeulﬁuuwedmlﬁe&atebyﬂmwigindlmoruypﬁu
trensferee of the lease, including any liabilities to the state for wapaid royalties.

18, RELEASES: ummrduumeﬁshumwdh«mdnwmeSmeumyﬁmebymcadingﬂwulaseinﬂnemmtywbaeﬂ:hmisdmawdmdﬁnngmemdedmlmor
euﬁﬁadeopyofmein&quc:ledOfﬁcewﬂhinM(DO)&:yuﬂahuawﬁmmpmiedbyﬂmﬁﬁngfum‘MbytbeGmuﬂlmdOﬂioenduineﬂ'eaonﬁedateof
receipt by the General Land Office of such release or certified copy thereof. Such relcase will not have the effect of releasing Lessee from any Lisbility theretofore accrued in faver of the State.

.9 @

19. LIEN: In accordance with NR.C, Section $2.136, the State shall have » first lien upoa a!l oil and gas produced from the area covered by this lease to socurs payment of ol enpead®
royalty and other sums of money that may become due under this lease, Bympunceoftbialux.lmmuﬂ:esme,lddiﬁmwﬂseﬁmmﬁdedbyN.R.C.Socﬁm52.|3ﬁq¢w
od:a'appliublemtorylim,ummmdﬁmmmmuixyintacninlllluudminalisinmdextnaedﬁmmlmmmmwwmmewlﬁﬁ:‘
ﬁom&cldaofmlwedminmh.whdhawchptmdsmheldbchsoeorbynhirdpm.mdlllEmuonmdhnpmmmutnﬂmleuedpmnimusedinmwﬁmwith ]
pmdwimwpmouaingot‘mhluwdminminonkrwmnemeptymentommyﬂﬁuorumeummmuMeormbeoomeducundaﬂﬁs!asemdmmmmmtufmydamge!or
loss that Lessor may suffer by reasoa of Lessee's breach of sy covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosedewi
without eourt proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code, Lessee agrees that the Commissioner may require Lessee (o exacuis o
and record such instruments 23 may be reasonably secessary 1o acknowledge, attach of perfect this Licw. Lessee hereby represeats that there are no prior o superior liens arising fpm md
relating to Lessee's activities upon the above-desczibed property or from Lessee’s acquisition of this lease, Should the Commissioner at any time dauminelhn&ismmuﬁonhgdt‘%‘
then the Commissioner may declare this lease forfeited as provided herein, .

20. FORFEITURE: If Lessoe shall fail or refuse to make the payment of any aum within thirty (30) days after it bocomes due, or if Lessee or an muthorized agent should knowinglyssake
myﬁlumuﬂnrepmmmhgwoduoﬁmwdﬂhg_uiﬂmumﬁﬂauﬁmwdﬂlmyoﬂ'sawcuwmﬂsingoodfaithunquimdbthmdﬂmnﬂsmdﬂw
ldoptodbylheCommisaimof&cheﬂlndOﬂiee.nriﬂ.«seell:ouldfailtoﬁlcn:pominthemmnarequiredbyhwotfailtoonmplywiﬂ:nﬂumduguhﬁmspmmulsﬂedbﬂﬁc
Gm:ledOﬁoe,theSchool!mdBoatd.otﬂwR:ihudComminion,otumsethepmpamthotitymmwﬂ:emdspahiniuglnopenﬁms.oriflmornwﬂ!ﬂdw."!“'
nbou!dhnawingly&ﬂmmfmew;iweuminfmaﬁmbﬂ:emmth«imorhwing!yfaﬂuuﬁuewﬁunishlheﬁmuﬂlmefﬁeescmmtogofmyweﬂ.wlfmm
howing!yviulucnyofﬁemﬂai:lwwisimofﬂxhluu.uifﬂzislusehnsignedmdthel.uignmentisnotﬁ]edinﬁchaﬂLmeﬁoeumquﬁadbth,lﬁeﬁgbquuimd“ﬂdﬂ
this Teass shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently Informed of the facts which suthorize a forfeiture, and when forfeited theneubl.ll
again be rubject to lease to the highest bidder, under the same regulations controiling the original sale of leasss. However, nothing herein shall be construed as waiving the automatic
termination of this leasc by operation of law or by reason of any special limitation arising hereunder. Forfeltures may be set aside and this lease and al! rights thereunder reinstated before the
rights of another intervene upon satisfactocry evidence to the Commissioner of the Generat Land Office of future coutpliance with the provisions of the law and of this lease and the rules and
regulations that may be adopted relative hereto,

4




Il RIVERBED TRACTS: hhmmmwmmbd.u-uumwﬁwymmnwammmm-wwmrwmnlc
Sections 52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee.

11, APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and dments thereto, pr Ig Wﬁewmd
hwlMOﬁamgmﬂmlmmmPMmewwﬁuuymmguyMumdmummﬂmdmmd
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office's audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52,135
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other
purpose incident to the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Lessee shall be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from
the Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest
dredged bottom edge of any channel, slip, or turning basin which has been authorized by the United States as a federal project for future construction, whichever is nearer.

13. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the casing or any part of the equipment from
sny producing, dry, or abandoned well or wells without the written consent of the Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without the
written consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or property owned
by Lessee and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly
filled and all broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative.

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing
oil and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of gov | authority, then while so
prevented, Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office in support of
Lessec's contention and Lessee shall not be liable for damages for failure to comply therewith (except in the event of lease operations suspended as provided in the rules and regulations
adopted by the School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or
gas from the leased premises; provided, however, that nothing herein-shall be construed to suspend the payment of rentals during the primary or extended term, nor to abridge Lessee's right to a
. suspension under any applicable statute of this State.

15, LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent theft of oil, gas, and other hydrocarbons produced
from said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all access points at the lease’s
production, gathering and storage systems where theft of hydrocarbons can cocur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of theft.

16. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by
the School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, at any time after the expiration of the primary term or the extended term, this lease covers a
lesser number of acres than the total amount described herein, payments that are made on & per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres
outside the boundaries of & pooled unit, o, if after the expiration of the primary term, the number of acres actually retained and covered by this lease,

17. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contained herein shall extend to and be binding upon the heirs, executors, administrators, successors or
assigns of Lessee herein.

28. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest is encountered during the activities authorized by this lease, Lessee will immediately cease
activities and will immediately notify the General Land Office and the Texas Historical Commission so that adequate measures may be undertaken to protect or recover such discoveries or
findings, as sppropriate. Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 US.C.A. 470). Lessee shall comply with the
Antiquities Code of Texas, Chapter 191, Natural Resources Code, as amended.

29. VENUE: Lessor and lessee, including lessee's successors and assigns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied,
regarding interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes, or administrative rules, shall be in a court of competent jurisdiction located in Travis
County, State of Texas.

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code, this lease must be filed of record in the office of the County Clerk in any county in which all or any part of the
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent to the General Land Office.

CERTIFIED cOpY
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LINDA McDONALD, COUNTY e
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31. EXECUTION: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General hndOiﬁoeul'theSmcof
Texas.

TITAN RESOURCES, L.P., By and Through Its
Ceneral Partner, TITAN RESOURCES I, INC.

A=z

Dan P. Colwell )
TITLE: Vice President = _1and

DATE: September 25, 1998

IN TESTIMONY WHEREOF, witness the signature of the Commissioner of the Gen. d Cffice of the State of Texas under the seal of the General Land Office.

COMMISSIONER OF GENERAL LAND OFFICE
OF THE STATE OF

PROVED

ontents

i

Legal
DC
sD
Exec

STATEOF TEXAS ) .. (CORPORATION ACKNOWLEDGMENT)
COUNTY OF___MIDLAND '

BEFORE ME, the undersigned sutherity, on this day personally appeared DAN P. COLWELL -

known to me to be the persoa whose pame is subscribed to the foregoing instrument, as, VICE PRESIDENT - LAND of TITAN RESOURCES [, INC.,
General Partner of TITAN RESOURCES, L.P. s acknowledged to me that be executed the same

for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

Given umder my hand and seal of office this the 25th dsyof __ September 22,19 98, —~

MARYLYN GIBBS
NOTARY PUBLIC Notary i or
STATE OF TEXAS
Wy Comm. Exp. 12-16-2000
’ *e @
...Q
[ R X L]
STATE OF (INDIVIDUAL ACKNOWLEDGMENT) HEPY 5
COUNTY OF .
..:.
Before me, the undersigned authority, on this day personally sppeared : s
R L]
kmown to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the et
same for the purposes and consideration therein expressed. -
Given under my hand and seal of office this the day of 19 R
. »980
-»
:...:0

Notary Public in and for




T T

“HE BETATE CF TEXAS 1
COUNTY OF CULBERSON I L Linda Urias, Clerk of the Comnty Court In and

for sa1d County and Btale, do hereby that the foregoing ia n trog end

cu ¥ of &Cﬂﬂ.‘.ﬂ : f - &5

e £ wa . LR
filed fgr record In n-Lvufﬂee this davol o, — o

19. 7€ _ & LL_%.. /j M., upder Clerk'd Flls No. w2 56 Jabe

racorded [n the ! V& @ Booord of Cufherson Coumty.

Texas,

TO CERTIFY W (‘] Witnens my hand and ommIZgVn Horn, thia
day of.

Z é ’p_g LINDA URIAS, COUNTY CLERR
puty.  CULRERSON COUNTYT.TEXAR
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Lease Number Book/Vol Page Entry County / Parish State

TX299-109-141-000-00 78 314 |51196 CULBERSON TX

Lease Name: | State of Texas Lease Date 08/04/98

Legal Description

Section 32, Block 52, Public School Land Survey, Culberson County, Texas, containing approximately 640 acres as shown on the

Official Map of Culberson County on file in the Texas General Land Office, Austin, Texas

(O
C

(o=

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-99600

Payee (8) Account Number Amount

State of Texas iﬁ: 640.00
Gshdral Land Office

‘ L3¢gQ N. Congress Avenue
Aust®in, TX 78701
.

2 —7 Han KResources LP JA[

BN *s*pPeriod Beg. 08/04/1999 DELAY RENTAL CHECK ¥ 100413

g INS:!UCTIUNS TO DEPOSITORY: You have been designated as depository for the above described payment Please credit the proceeds
therec¥®®o the parties named and in the amounts indicated Should any difficulty of any nature arise, DO NOT RETURN our check. but
make the deposit to the credit of the party named in a special account, and advise us as soon as possible for further instructions,

100413







g )
Check # 101225 /fma Le soures L f/’ /Q
State

Property Id / MMS Eff. Date Recording Information County/Parish
. TX299-109-141-000-00 08/04/1998 [ 11/21/98 BK 78 PG 314 ENTRY 51196 TEXAS Culberson
M-99600
Property Name / Lessor

Commissioner of the General Land Office of the State of Texas

Property Legal Description
Section 32, Block 52, Public Schoal Land Survey, Culberson County, Texas, containing approximately 640 acres as shown on the Official Map of Culberson

County on file in the Texas General Land Office, Austin, Texas
Q0 [1ncer %
S A\ v U 9 b é-) 0 ‘

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the
Commissioner of the General Land Office Federal Tax Withheld
170Q 7 thpgress Avenue 0.00
Austur,:r.k: 78701 A y T —
.
. Total Bank Charges
. . - - 0.00
“Payments| Period Payment Amount Bank Service Property Property
Dupnaty, | (in months) Description Due Charges Sub-Type Sub-Id
08/04/2000 12 Delay Rental 640.00 0.00
T [ I 0.00] 0.00] I
/1| [ [ 0.00] 0.00] [
/1] I [ 0.00] 0.00] [
71 | [ 0.00] 0.00] [

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us mlmedlalelyN 0 1 O 1 2 2 5
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Check # 102558

Property 1d / MM . Date Recording Information State County/Parish
TX299-109-141-000-00 | 08/04/1998 | 11/21/98 BK 78 PG 314 ENTRY 51196 Texas Culberson
M-99600
Property Name / Lessor

Commissioner of the General Land Office of the State of Texas

Property Legal Description
gt :2 Block 52, Public School Land Survey, Culberson County, Texas, containing approximately 640 acres as shown on the Official Map of Culberson
Cayipty,on file in the Texas General Land Office, Austin, Texas

% Payee Name & Address SSN/Tax Id Number
S&te ok Texas, acting by and through the Commissioner of the General Land Office
1700 N. Congress Avenue { ( 01 /) Federal Tax Withheld
Austin, TX 78701 ' - 0.00
Account Number
U DUWies v 0.00
| Payment | Period Payment Amount Property Property
Due Date | (In months) Description Due - Charges ‘Sub-Type Sub-Id
08/04/2001 12 DELAY RENTAL 640.00 0.00
7 1 | | 0.00 | 0.00] |
tE ] | | 0.00 [ 0.00] [
W l [ 0.00] 0.00 | N1naae
UIU%59537
/1| | I 0.00] 0.00] ]

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us |mmediatN. 0 1 0 2 5 5 8




Fite No. MFoqq éDO
Date Filed: 71/ {0/ 0! v

Daﬂd@}%rst. Commissioner
By




Check #9901462

Property 1d / MMS Eff. Date mmmm,,, State County/Parish
TX299-109-141-000-00 - | 08/04/1998 | 11/21/98 BK 78 PG 314 ENTRY 51196 - = ole .'[expl. Culberson
M-99600 : ele 28 0
. L |
- e
Property Name / Lessor '
Commissioner of the General Land Office of the State of Texas
Section 32, Block 52, Public School Land Survey, Culberson County, Texas, containing approximately 640 acres as shown on the Official Map of Culberson

County on file in the Texas General Land Office, Austin, Texas

02042323
_Payee Name & Address
State of Texas, acting by and through the Commissioner of the General Land Office
1700 N. Congress Avenue Federal Tax Withheld
Austin, TX 78701 — 000
Total Bank
0.00
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/04/2002 12 ©  DELAY RENTAL 640.00 0.00
g B
77 1 3 ] 0.00] 0.00] ]
I R l 0.00] 0.00] l , I~
ST 1,40
/] RBY = ] | 0.00 | 0.00 | | ¢ 7
r o .‘.J' Y
iy 1 | 0.00] 0.00] [

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds megogod\ipzn
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. g 2







