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APPLI ANT 
IDENTl fc' l ATI N 

0J9b00 
A T 4, 1998 

MI E IllD APPL I ATI 
Texas General Land Office 1:.0 - CA-040(8-93) 

I agree, if awarded a lease on the referenced tract, to comply with all terms 

and conditions of said lease and with all applicable laws tJ1al so govern said 
lease, as those laws may be amended 

Name TITAN Rr OURCES, 1 P. 

T APPEAR Address .;...c.c_;;..._'-'--------------------500 W. T~XAS, SUITE 500 

L • A E (type/print) 

AREA 
D • RIPT I 

BID 
B 1 l.' 

M L. N 

4 

APP IJ A T 
T ' J.)) . II 

NAT llE F 
A , l~NT 
{typc/pr1111 below) 

City MIDLAND State TX Zip 7970 1 
(Incl u<lc ..... Code) 

Telephone ( 91 ~ 498 8600 

Culberson Publtc chool Land 
County(ies) _____ _ Survey/Arca -----

3 2 (I( Applicable) 640 52 
Olock/Tsp. __ _ Section/Tract ----- Acres ----(I( Applicable) 

t Cash Bonus Lnclosed ($..._ _____ _ (1) pc/print amount below) 

$16, 627. 20 

ill) Sales Fee Atwchcd (S) _____ (l}pc:/prin1 amount below) 

$249.41 
This Sales r ec is I - in•;. of the cash bonus as provid d in ection 32. 11 O of the 
Nntura l Resources ode as amended. 

APP LI ANT (same as above) 
T ITAN Rl·SOURCES, I P. 

B AM NT 
(Q__o Not include sales fee) 

~6,627.20 ---
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OIL AND CAS LUSE 
NO. M·"'°° 

WHEJlEAS, punu1111 10 Ibo Tc:o, Nltllnl llocurca ~ ~ 3l, 33, SI, IDd 0iaptcr Sl, Sobchaplcn A·D IDd H. (Aid Codo bdna bcrdnafter rcfcmd 10 u NJLC.). IDd abjc,c:c 10 aD 
naics IDd rquladons promulptc:d by tbo Commialoocr of Ibo GcDc:ol LIDd Offioc IDd/o, Ibo School LIDd lloud punwllll tbcrdo. IIOd all other lllll)labio IIJdlllcs IDd IIDCDdmcnt1 10 Aid 
N.R.C.. tho folJowlaa area. ID-Wic 

t:CTION Jl, BLOCK 51, P\JBLIC SCHOOL LAND SURVEY, CULBERSON COUNTY, TEXAS, CONTAINING APPROXIMATELY "'° ACRES AS SHOWN ON 11[E 
OFFICIAL MAP 01' C\1LBERSON COUNTY ON l'rU: IN TIIE TVC.A.S CENERAL LAND OFFICE, AUSTIN, TEXAS, 

Wiii, t.flct bcina duly IIMrtlJed. olTcred fo, lcasc oa the •di dl.y al A•rust. 1m, • 10:00 o'cloclc a.m., by Ibo CommltDODCT of Ibo Gcncnl LIDd Office of Ibo si.u o(Tc:o, IDd lbc School 
LIDd Bocd o<lbe Slate o<Taa. fo, tbc IOlc -sonly purpc»e o<prospcctiDa lOd drillina r«, IDd produc:lna oil fltid/01 p, lbs IDIY bo found IDd produced from Ibo aboYe dc.xn'bccl na: IDd 

WHERBAS, after all bide Mid rcmiWIOCCI which wa"O R>CCMod up 10 Aid limo baw bocD !Wy oomidc:rod by tho Commlmooo- of tho Gc:oenl Lmd Office Mid Ibo Scbool LIDd Bocd • a recw­
mcdioa tbc.n,o( ia ct. Gaicra1 l..aod Office, oo lhc 4111 dl.y of A»cusC. lffl, bcrclnal\cr Ibo • dfcc:liw dllo" mid k - found and dclcrmbicd lhll TIT AN R.ESOVRCES, W'. wtio.o addrm Is 
500 W. T!XAS, ~ 500, Ml OLAND, TX 7970 I bad olTcred Ibo hl&bc.i Mid best bid fo, a lcuc of tho area aboYO dc.xn'bccl and Is, thcrd'orc, cntldod IO roociw a i-~ 

NOW, TilER.EFOtU!, 1. Gerry Mauro. Onmiaioocr o( tbo Oc:o,cral LIDd Office o( Ibo Swc of Tcxu, bcrcinal\cr DDdimcs rc!cmd 10 u '1...-," ,.1- addrca la AUSIUI, Tcxu, by virtue of 
Ibo ..eioricy ¥CSled ill me Mid bi considcntioa o(tbe JllYIDClll by tbe bo'eiaaftcrdcsilll*d Lcacc. the- olSixtfn n.lllUCI Sb llWMlm Twt111)' 6fffll ud l0/100 O.lan (Sl'-'27.20), 
rocc,1pc o( wblcli ls bcrcby ~ Mid at Ibo royalties. COYCllmtS, ,tipulalions IDd midicions ccmlmDod ead bcrcby qrc,od 10 bo pmd, ob9crYcd md paformal by !.-. do bcrcby clcmbc, 
p'IIIC. ic--s kt UlllO tho above mendoood bidder Ibo cxduslw rip 10 prospect Co,, pn,duc41Dd take oil md/o, pa from Ibo aforesaid .. upcxa die Collowla11a:m.11Dd miditiom. 10-'Wic 

L ll.tSlRVATION: Tbc:ro Is bctcby cxcq,tod -S rcactYCCI 101- tho full 1UC of tho propcrtr oow:rod hereby IOd all ri&l>u wnh rc:,poc,l 10 tho suruce IDd abluruce dicreo{ fo, my and 
all purpoece CXcq,I thoN an,ocod md IO Ibo - bcmn pwitod IO Les-. IOldbcr with Ibo ri,w o( UIIJ"CSI IOd CIJ"SI IOd IUC of Aid laidl by Lcuor md lu mlncnl lcs-. fo, pulJ)Okl o( 
Clqllorin1 f01 llld produdn.a Ibo mlncnl.s wbi.cll we ooc cowred, o, wblcli IDIY ooc bo oow:rod In tho future, IIIMXl' cbo 1em11 of this 1-bu! wblcb IDIY bo localod within Ibo sur&ce bolndarlcs ol 
Ibo leNccl WCL All o( cbo risbtJ ill and 10 the kalod prcmbcs n:ulned by Lcaor aad all o{ tho risbtJ lo and IO tho kalod prcmbcs p1IIICd IO t..-baaa aba1J be aadJod ill sucb I maaDCr 11111. 
DCithcr lha1I uncWy lola'f crc with tho opcnliom o( tbo Olbcr. 

1. TERM: Subjc,c:c ID the ocbc:r provisicm bcroc( this lcasuhall bo (o, a lCml of five (5) years from tho clfectiw cbu bcn,o((bcn.in callod "pnllllf)' 1cn11") and II loai lhcreafta u oil Ol pa 
IJ prodllccd In peyina quantities from uld aru. 

J. DELAY RENTALS: If DO well be commcncod oa lbe laad hereby lca,od OD o, bdo,e the IIMivasa,y ciao of tblJ lcax. this lcax ahall lcrminMe as IO both parties unlc,s the Lc:sxc DD Ol 
t,do,e aid dMe lhall i-.y Ol lellda' 10 Ibo Coaun1J1ionc:r o(dio Oc:o,cral Lind Omco o(tbe Slate alTc:o, • Allllin, Tc:ua, tho 1U1D of One Dollar ($1.00). pu .en, "'iildl aball opcnlo u rc:olal 
and Ct:1Yf:I' tho privllcae of dcfcni.oa tho commceccmaa of a well for twelve (I l) moolhl from aid dMe. le liko - md upon liko ~eou o, ieadcr's the comm cc ceca>• of a wtll ....,, be 
funb« dcfcmd fo, lilce periods o( lhc - omnbc:r o( moodu IUCCCUivdy duriQa die primJry lcnD hereof. 

4. PROOUCTION ROV AL nl'.S: Subject 10 Ibo provwoa, for royalty r<GICllou Id OUI la ~ (ll) o(d,ls .....,..,i, •• upon proclbcdoo o{ oil md.'oi- ... tbo 1..- ..,_ 10 .-.Y 
Ol cau,e 10 be paid to tho Commbslooc:roftbc GcocRI LIDd Offioc ill Austin. Tcxu, fo, the 111e 11111 bcndit o(tbc Stale ofTcus, durlna lho tam bcRof: 

(A) OCL: N a royalty oo oU. wblch Is defiDod as lndudina all llydroclrt>oo.s producod lo a liquid fo,m II Ibo mouth o( the well aod also all oondcnsllc, clistillalc, aod other Uquld 
b~ recovered from oil o, ps nm ihrou&h • ICJllnl« or other equipment, as hcrc:inafta provided, 1/5 ps1 ol Ibo aroa productioD 01 lhc mll'kd value tbcroo~ • the opdoo oI Ibo Lc:aor, 
aich val11e 1o be dacni!llied by I) the blpat polled price, plm pranlum, lfloy, olTcred or plid for oil. OODdalSllc, distillllC. or Olbcr liquid bydroccbolli. rapcctiYdy, or a like cypc lll!d gmity 
la ihc l'ffld*I - wbcrc producod arid wbm nm, or l) tho hlahat mJtl.d price lbcno( otrcrod or peld la tbe l'ffld*I - wbcrc producod arid wbcn nm. or l ) Ibo p,- procoodl ol Ibo ale 
tbcroof; wblchc:wr Is tho p-ea1a'. IAlce ap,cs lbs bdo,e 111y ps producod from tho laad hereby lc:uod la eold, Ulod o, proccued m a planl. it will be nm free o( COii IO 1- through • 
adoqwu oil and ps ~ of coovcodonal type or ocbc:r cqulpmcot • lease as efficient to Ibo cod d1I& all liquid bydioc:aboN RlCOYmble from lbe pa by IUCh mems will bo nooownd.. Upon 
writt.ai corucnt of Lcs,o,, Ibo ~lrc:ma111m11 sucb ps be run throup IUCb a lq)WllOI o, ocher equlpmcot ~ bo Wliived upoo IUCb 1em11 and cooditlons u pracribod by Ltssor. 

(B) NON-PR ED CAS: IU • royalty oa any pJ (locluding Oared ps), which ls ddi.ood as all bydroalrbons and pscow mbllaDc:a DOI dcfmcd as oil lo su~ (A) above, 
producod from any well oo uld land (cxcq,e u ~dod hcrd.n with rc::spoci IO p, prOCC*d la a plant for tho CXV1ICdoa of pJOllnc, llqukl by~ o, ocher pnxlucu) 1/5 p1111 of the SJ'OU 
produc:doe o, die marbt value lhcroo( • Ibo Of)Cloo ol die Lcuor, IUCb value to be bllaed oo Ibo hlibcst marbt price peld 01 olTcrod fo, pa or compenblo quality ill Ibo acncnl a,u ,.ilcrc 
producod llld wbc:o run, Ol lhe p'OU price p.id or olTcrod to tho producer, whlcbcYCr la p-calO' prvvldcd d1I& tho ma:xhoum prc:san buc In IDCUUIUII Ibo ps lmdc:r this lca,e COllb"llc:t lhall DOI • 
MY time excc,od l•.65 poond:s per ,quwe Inell abeolUle, Mid tho-.>dard baao IClllpcnmro ..U bo aix1)' (60) de.,.... Fahrcnbdt. oorrcc:doo to be lllldo b ~ IICCOl'dla.1 m 8oyW1 Law, ead 
fo, ,pcdfic crav!ty a.ccordil\l to lat made by lbe Oabocc Method 01 by lbe Ill<* lll)plUWJd method oI tc:IWII bcina llJOd by tho ~ 11 Ibo time of lCStiai. 



(q PROCESSED GAS: AJ a royalty oo any ps proccucd in a psoluw: plant or otbcr plant for !he rccovay o( gasoline or other liquid llydrocarboos, lJ5 part of !he residue ps and 
lbc liquid hydroa,rboo.s cxtnlclcd or tbc mancec: value chaw(, a1 tbc opcioo of tbc 1-. All royalties due hcmo &ball be bucd oo one hundred pc:rca1t (100%) oftbc tottJ plant productioo of 
rc:sido;c ps 11.tributable to gu produccd &om tbls 1cac, IOd oo fit\y percent (50%) or lbll pcrcau IICCI\WII to Leu«, ,.11Jc:hcYCr ls thc greatci-, of thc IOtal plant productioo or liquid 
hyclrOC*t,ooJ. a11n'blltable to the gu produced &om dllJ luse; providod that if liquid hydroc:sbocu arc l'OOOYCl'Od &om p.s procc:ucd in a plant in which Lcsscc (or ita parent., ,ubsldlaty or 
aftiliale) owu • mtt:rcst. thee die pcrccnfa&'e IPl)licable IO liquid bydroc;arboos &ball be finy pcroa11 (50%) or die bigbcsl pcrccot ICCM.tlg to a third l)lt1Y proccssi.ng ps lhrou&h such plant 
mdcr a proccssi.n1 air-acnt 11c:&«iated ll K1lll' lcnglb (or lf lhcrc I, oo IUda third l*'Y, the blafiat pcrccnl tbca being specified in proccssi.ng o.grccmcota or oooll¥U in lhe lndUS1Jy), 
wblcbcwr I, the pater. 1bc rcspoctiw royalties oo residue gu and oo liquid hydrocarbotu &ball be ddt:nnlned by I) tbc highest market prioe paid or olTcrccl for any ps (or liquid 
~) o( C1001parabie quality in tbc scucnl arca or 2) lhe groa price paid or olTcrcd for such residue ps (or tbc weighted awnge gross Idling price for !he rcspoctive PMCS of liquid 
bydroca'bocls). whichever is the putcr. In DO event., however, &ball tho royalties payable under thi.s paragraph be less than the royalties which would have been due bad !he ps DOC been 
proccacd. 

(D) 011 f£R PRODUCTS: AJ a royalty on carbon blade. sulphur or any otbcr producU produced or manwacrurcd from ps (cxc:epl.Ul& liquid bydroc:atbons) whether Aid ps be 
"c:asin&b-1. • ·c1ry· or any other ps. by lnd>onatins. bumin1 or any otha proccssi.na. ~ part of groa production of IUcb produc:u. or the mm::ct value tbcrco(, a1 !he option of i-, web 
aunct value to be dctamincd .. follows 

(I) On tbc basis of the highest market price of cacb product, dwing !he wne monlh in which such product ls produc:cd, or 
(2) On !he basil of the average groa sale pric:c of cacb product for tbc same moolh in which such producu arc produced; whlcbeva" ls !he greater. 

(E) VARIABLE ROYALTY: (i) Subject to die other provwom of thi.s lase, it ls hereby provided Iha! in the event productioo in payin1 quantities is cstablisbcd pursuant to !he terms 
o{ lh!s lcuc 1111<1 IUCb production I, brou&ht oo line Md sales lhcrcof ere oom.mcoccd within IWCllty·four (2~) months or the dTcctlve date bcrco!; the royalty ra1c provided bcrdo &ball be 
~ to 11.1s• , md lhall apply to cacb IUbloqua,1 wdl drilled and produced oo lhe land cova-cd by this lcuc. PnMdod that, if duritia web twcnly·four CU) month tcrm during which 
1..-~ C1111 a rcduccd royalty ntc of I 1.15% as bcrdo provided, Lcsscc ahould drill in aood faith aod complctc lbc lint wcU as a dry bole on tbc land COVfflld by thi.s lcue, Lcsscc may 
rocclw a three (3) month cxtcnsioo or tbc 1am in which to Clf1I a reduced royalty rate by pving notice to lbc Commlssioocr of tbc Ocncnl und Office, COOllDcodng drilling opc:ratiOOJ on an 
.dditlooal wdl prior to !he cxplratlon of web lhrcc (3) moath period and prosecuting cllligcally and in good faith !he drilling of web .dditiooal well and completing wne so that production in 
payina quantities ls CSW>lisbcd and so th.at such productioa ls brooabt oo liAc and sales thc:rcof arc oommcocod prior to the cxplnlioo of such three (3) month mmsioa period. 

('al) lo lbc CYClll producdoa In ~ qum,titics I, calablidicd punuaot lo lbc tcnna ol thls lase and ouch procb:tlon ls brooabt oo line and ales lbereof an oom.mcoccd al\cr the 
cxp1ntJoo oltwcQty-four(l.4) IDOlldu 6-- tbo dfoc:dw dale llcreo{but prior to the cxplntJoo olforty-d&bl (41) moalhs {,- tbc dfcctl~ dale bcrcof, the royalty ra1c provided bcrdo &ball be 
reduced to 1,.375% and lhall lpply lo each AJbscqucnt wdl drilled aod produ,ccd oo tbc land oowrcd by this lease. PnMdod that. lf duritig web twmly·four (24) month tam during which 
Lcsscc may cam a reduced royalty ra1c of I 9.l75% as bcrdn provided, Lcsscc lhould drill in good faith and complctc tbc lint wdl as a dry bole on the land COVfflld by thi.s lease, Lcsscc may 
r=ve a three (3) month mmsioo of the term in wbkb to cam a reduced royalty rate by &ivina notice to tbc Commlssioocr or the GcocraJ Land Office. COOllDcncing drilling operations on an 
.dditlooal wdl prior to the c:q,indOD of such lhrcc (3) month period and prokQltinl dill1cotly and In aood faith tbc drilling of IUCb .ddltlooal wcU and complctin& aame so Iha! produ<ll.ioo in 
~ quotitities ls established and so Iha sudl producdoo II brought OD line and Ales lhcrcof .-c commcoccd prior to tbc c:q,indoa of IUCb lhrcc (3) month cxtc:os!OD period. 

(P) NO DEDUCTIONS: Lcsscc acrccs 11181 aU royaltlca accruin& to Lcaor lllldcr thls lcasc &ball be without dcdudioo for the OOlt of producing. ll'IIIUpOrtiq. and otllcrwlsc maldng the 
oil, ps and ochcr prodllcU produced hcmmdcr ready for sale or mo. 

(C) ROYAL TY CN KIND: Notwitlubodlng aoythin1 COOlainc,d bcmo to !he oootnty, Lcaor may, at its option, upoo DOI lcu than 60 days notice co Lessee. require al any time or from 
time to time di.al paymcnl ol aU or my royal tics accruin& to Lcaor uodcr thls lcuc be made lo kind withoul clcductioo for tho OOlt of producing. plhcring. scorins. acpantini, treatlot. 
ddiydr.dq. COlllplUIU1I, procculaa. tnaJporti.oi and oChcr'wl,c ma1dq tho oil, ps and ocher producU produced bcn:undcr ready for sale or me. Leaor's right to talce Its royalty In 1ciod 
llb.all llOt dun.lnJ.sb or oeptc Lcuor'a ri&hts or t..cs-'1 obliptloas, wbdl,cr- c,qxaa or impilcd. IIDdcr thls lease. 

(II) rt..ANT FUEL AND RECYCLED GAS: Ho royal!)' shaU be pcy9blc OD any ps as may rq:,rcacot thls lcuc'a prvponloaate aharc of my fud Ulcd to process ps produced 
.,._... Ill my proocs,ina pl.anl. Nocwithuodiq aeylhlni oootalllcd bctdn to tho oooawy, and a,bjcct to lbc oooacnt in writina ol lbc Commlsalooer of tbc Ocncnl Land Office, Lcsscc 
.._,. rocydc ps for ps lift pur1)(*I oo lbc lcascd prc,inbcs al\cr tho Uquld byd,oarbonl coot.alocd in tho ps have bcca removed, and no royalties &ball be payable Oii the ps so recycled unll1 
a,cl, ti.me as lbc smic may lhcrcafta- be produced and sold or Ulcd by Lcsscc in such maruicr as to catitle Lcuor to a royalty tbcrcoo under tbc royal!)' provisions of lhiJ lease. 

(I) MINIMUM ROY ALTY: Ouria& my yar al\cr lbc cxplntJoo olthe prima,y 1a111 o{thls lcuc. lfthis lcuc ls mainllll.ood by produdiOII, tbc royaltie1 paid 10 Lcaor lo oo event shaU 
be lea dim • IIDOUllt equal to the IOQ1 lllllU&I delay rental bctdn provided, ochawlse, lhcrc shaU be due and ~c oo or before lbc last day or die monlh succecdlng tbc llll1Ml'SlrY dale or 
thls 1c:aN a 111111 c,qua1 to lbc IOQ1 mmual ~ lc:u tbo &mOUDl o{ royalties paid duriq tbe prcccdlq yea,;. 

(J) MARClNAL PRODUCTION RO,Y AL TY: Upon Lcssce'a wriua, applicaliOII, the School und l3oltd may rcduoc die royal!)' rate tct out In thi.s paragraph and/or !he mlnlmwu 
royalt)' act out In AJbplragrlpb 4 (I) to cxtcod thc oooocmlc life of thls lcuo and ~ rooovay o( oil or ps di.al mlgbt O(berwbc remain WltOCOYU'Cld. Any IUCb royalty rcdu<:tloo m\UI 
ooolorm to the n,qulranCIIII o( my Scbool 1.-,d Bcwd odminlJcndw Nies oo tbls IUbjcct. lloyalty !DAO' - be roducod below the mpplicable IIUMO<)' minimum. 

5. ROYALTY PAYMENTS AND REPORTS: All royalties DOt lakm ID lclod abaU be paid to dieO:caminioocroltbcGcncnJ Land Office• Austin,. Tex.as, In die followln& mmmcr. 
hymcnt o{ royalty oo productioo o{ oil and p, abaU be as provided In Cbc rulCI Id (Oftb ID Cho Tcxa, Rql,lcr. Rula c:um:otly provide cbM royall)' OD oil l, clue and mu be r= YOd in tbc 

o-nt Land Offioc oo or before Cbc Sch ~ ol lbc ~ IDOOdl aucoccdina the month ol producdoa., and royalty oo ps la due and mu be r=~ in die GcocraJ Land Offioe oo or before 
Cbe ISCb ~ o( lbc ~ 1D011dl 11acccedi111 the mooth o( producdOII, 8CCOIDpenicd by tbc affidavlt of tbo owner, mmaccr or ocher aulbormd accnt. completed in the form and manna 
pracn'bcd by tbo GcncnJ Land Office and abowlq tbc groa m,O\lllt aod dl.apolitioo of all oil and p, produced and thc aunct value o( the oil and p,, IC>Jccbcr wllh • copy or all documcats. 
rocorda or reports confinDiD& lhe poA productiOQ. dl.apolitioo and msbl value indudin& p, IDdcr rcadi.ni,. plpd.l.oc ,_pu, p, liAc r=pu and oc.b« cbccb or memoranda of -ount 
produced and put Into plpdinca. tmla, or pools and p, Una or ps IIIOn.gc, and Ill}' other reports or record, wbkb Cbc GcncnJ Land Office may require to m.(y tho groa productlOII, 
tiapomloa and marlce valoc. la aU - tho .utbority o( a lllMlaga- or apu to ace for lhe Leuce bctdn mu.It be filed ID the GcncnJ Land Office. Each royalty P')'Dlcnt &ball be aocomp111lcd 
by a dwd: acub, ,d,cdulc, ............,. or other raai- advice abowiq by tho aui,ned GcncnJ Land Office leaJc aumber lbc Mnount or royall)' bciq paid oo each lcuc. lf Lcsscc pays his 
royalty Oii or before thirty (30) days after the royal\)'~ WU due. Iha, Leuce - • penal!)' o( S% OD the royalt)' or ru.oo. whlchcwr Is lfCII«. A royall)' ~cnt which ls OYff lhJny 
(30) days 1ale lhal1 accrue a penalty of 10% oflbc royalt)' duo or ru.oo wblcbeva-11 ll'Cllk>', la .ddilloa to a pc:oall)', royalties &ball accrue ltucrc:st a1 a,_ or 12% per year; IUcll lnlcrel( will 
begin acc:naln.& wbco the royal!)' I, ~ (60) days OYCrduo. Affidavits and ,upponing documents whltb arc DOC filed wbco due oball U>CW" a penalty lo an amount &Cl by tbc Ocncnl Land 
Officc .ctmlnl-ive Nie wblcb II dfcdive oo lbc dale wbco die affidavits or ,upportioa doc:wnCIILI were due. The Lcsscc &ball bear aU responsibility for paying or causina royalties to be 
paid as pracn'bcd by the due date provided bc:rclD. Plymcnt o( lbc dd1nq\leacy pc:oal!y abaU ID DO wry opct"MC to prolll'bh thc St.Ilda rigbt of forfeiture u provided by law _. .ct to posq,ooc 
tho da oo wblch royalties were aric!AaUy due. Tbc aboYc penalty pravWoo.a &ball - apply In cues o( dllo dllJ)Ule u to die Sta&da ponloa o{ tbc royalty or to that portloo of tho royalcy In 
dllpUIC .. to fair auri<d value. 

'- (A) RF.SER YES, CONTRACTS AND 011CER RECORDS: Lcacc abaU annually funbb thc Comm1uloacr al thc GcncnJ und Office with lta best poaslble catimatc of oil and ps 
l'C9Cn'a omdcrtying thla 1-or allocable to fhla leaJc and ahaU furolsb oald Comm1uloacr with oople1 o( aU oootncu lllldcr wbk:b ps ls sold or proccuod and all aubtcquent aarcanmta and 
.acadmalts to -.Ii OOl:llnCu within thirty (30) days after mlerin& Into or auldn1 such COlltTIC:ta, acr-ncnta or ltllcndmcnt1. S«:b ooatncu and aarcanc:nu wbm r= YOd by lbc GcncnJ 
Land Office ahal1 be held lo ooofidcooc by the GcncnJ Land Office mica ocbawlac autborimd by 1-. All other ooatncu and rooords pertaln1na to the productiOII, tnuportaliOII, sale and 
..b:tini o( the oil and ps produced oo uJd praniJCI, lodudiq Cbc boob and -.mt,, r=pu and tlitcbqu o{ aU wcla. llllb, poolJ, mctc:n, and pfpclltic:s oball a1 aU times be ,ubjcct to 
ln,pcdioa and cuminatioa by tho CommlJ.lloocr o( the GcncnJ Land Offioc, lbc Anorncy Ococra1.. die ClcMrnor, or lbc ~lallve of any of lhcm. 
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(B) ORI LU NG RECORD : Written oodce ol all opcntlons oa dw lcae sb.alJ be 1Ubmitk>d to 1bc Commissioner ol the Ocncnl Land OfThle by Lcucc or opaw.or Ci"" (S) day, before 
..,.ad d.cc, won._,,_., re-entry, tcmponry .t.ldoomcot or pluc end llbmdoomClll ol any wdl or wdh. Such wriuca oodce IO lbc OcacnJ Lmd Office lh.alJ include coplca of RaUro.t 
Com.atlaloe forau for opptlc:idoe IO ~II. Copica ol wdl ICll.1, complcdon rcportl .,,C, pl~ rcporta lhall be supplied to the Ococnl Land OfThle at lbc lime they 1rc filed with the Texas 
b'lro.d Commission. Lessee shall supply lhc Ocncnl Lmd Olf,oc wilh ony rcoords, mcmonmda. K>COWtls, rq,oru, cuttings and cores, or other infonnation rdatiYC co lhc opcndoo of the 
lltlo~bcd pn:mlsca, which may be rcqucstcd by lhe OcacnJ Lmd Office, In additloa IO dlOIC bctciJI expressly provided for. Lcucc shall have on electrical and/or ndiOICtivitY IUNq' 

aadc oo lbe bo,o.bolc ~ fi'OCD die buc of lhc -<- casioc to me total dq,lh ol well, of all wells drilled oa the ~ dc:lcn1>cd pmnlscs and lh.alJ umsmJt • 1r11c copy of lhc loc of each 
..-vcy oa acb well co me Gmcnl Lend Olf,oc within fJ\ccn (IS) da)'1 after the malclog of raid r,:,rvey 

(q PENAL Tl £5: Lcucc sb.alJ in<:ur a penal I)' whenever rcporu, doc:umenu or other materials arc DOI filed in lhc General Land Office wbco due. The penalty for lalc filina &ball be set 
by lhc OcacnJ Land OfThle .clm1nlJU"atiYC rule wbJcb u clTcctlvc oo lhc ewe wbca the matcriau w= d:uc In lhc OcacnJ Land Office. 

7. RET AJNEO ACREAGE: Notwithslaodiog any provisloo of dw lcaJC IO lhc conuwy, after • well produdog or capable of producina oil or ps bas bca compl~ oo the leased 
premisea, Lessee lh.all citcrclJC !he dallgaicc of a rcuoo.ably prudent opcntor In drllllng such additional well or wclu u may be rcuonably acccssary for lhc proper development of the lcucd 
pranlscs and In matkcllna the production thereon. 

(A) VERTICAL: In the C'IUll. dUJ lcuc ls la force aod dfcc:t IWO (2) ,-S ~ the cxptntioa da&c olthe primary or cxtcndcd tam 1t lh.all ~ lcl'lllinalc U IO all of the leaJcd prc:mues. 
l!XCEPT (I) 40 ac:rcs IWTOlll>ding c:acb oil well capable of producing in i-yuia quantities and 320 acres IIW1'0lllld1o1 each gas well QP&ble ofproducina in~& quantities ('mdudana a abut· 
i. oil or p.s well as pnwldcd la PaBgnpb 11 bcr'OOI), or a well ui- whldi Lcucc u !hen engaged i.o continuous drilling or reworidng opcratlons, or (2) the number of acru lodudcd In a 
~ C poolod wul punuaot to Nll\lAI ~ Code Scc:tlons 32.151-52. 153, or(J) IUCb puter or lwcr oumbcr of acres u may then be allocated for productioa putpOICS to a proration 
..it for acb .,,ch produc:iaa wdl under me rules aod ~cvt,,dons of me lwlroed Ccmmwloa of Texas, or aay aucccuor agaicy, or ocher &O\'anmental autbonty havuia Juri.sdactioa. Wltlwl 
,0 da)'1 o( a 1*fia1 tcrmin.adoD of ihiJ lcaJC in acoonlanco with lhu "'~ and upoa ~enc o( the min.Im um fillna foe set by OcacnJ Land OIThle rules in dl'cc:t • lhc lime of the 
,_,w icn,,lutjoa, Lcacc lball have the rlcbt IO obuln a -<- lcuc for lnpus and cpas on and acroa the LCnDlnalcd portion o( the leased prcmiJcs u may be ru.,ooably occ:asary for !he 
OOllliNod opcrllloo ot die portions of the lcuc rc:malnlq lo force and dfoe(. lf Lcace ran. co WY for • ..<ace lcuc withlo the 90 day period spcdflcd aboYC, LClsoc ~ apply for a 
..race lcalc &om the 1..-1 OOloc., but the Land Commissioner bas the dlJQ'dioo IO pwnt or~ -ii applkatioo and ID set the foe for IUCb IUrfacc lease 

(B) 1 IORILOl'IT AL: lo the cvmt lhu lcuc ls In force aod clTcc:t IWO (2) ycan after the c:xpinlloo dale o( the pri.maly or c:x1COdcd term it sb.alJ fur1hcr tcrmuu1c u to all dcp(hJ below 
100 (od bdow the total dq)(b drUJed (bcrdo.a.l\er "doq)cr dq,du") In cad, wcll loeatcd on aacagc rcuioed lo Pvagrapb 7 (A) aboYC, uolcss oa or Wore IWO (2) ycan ~ lhc prima,y or 

· . cx1-lcd tam Lcacc pay, • ..,<Mii equal to ooo,u1f {l/2) ol the i-us orfginally paid u -»dcnil.ion for lhu lcuc (u spc,cified oa pace I ht.root). lf such amount u paid. this lease &ball 
bo ID force and dfcc:t u to such doq)cr dcpdu, .,,c, u.id tcnnlfl8lioa lhal1 be ddaycd for • additioaal period of rwo (2) ycan and ao lone lhcrc.al\er u oil or ps LI produocd In payloa quantiti~ 
&om .,,ch doq)cr depths oow:rod by thls lc:ue. 

(q lOENTIFlCATION AND FILING: The IUrfacc acreap rctaloocl bcrcundcr u to each well shall. u nearly u pncdcal, be In the form of a lqllll'C with the wcU locat.od In the center 
lbc:rco( or IUCh ocbcr lhlpc as, may be IPPfOvcd by the School Land BOll'CL Within thirty (30) da)'1 after penial tcrmlnatiOll of this lease u provioccl bc:rcio, Lessee lh.alJ cxocutc and record a 
~ or rdcuCI (lOQtaWllg a uwrac.«y kpl dClcription of the acreage rod/or depths DO( rcwncd llcmmclcr. The rccordcd rclcak,, or a cicr1ifiod copy of amc, mall be filod in the Ococnl 
I.Md Offlol. 1JOC0111pmlod by llbe filiq foe prucn1>od by the Ocnc:n1 Lmd Office rulca i.D dfcc:t oa lb.c date thc rdcuc la filed. lf Lcaoc wb or ref- co citccutc -S record such rdcuc or 
rci- ,,.... Din«y (90) • .ncr-bcU& ~ co do ao by Ille Ococnl Lend OffiClc, then thc Commlssiooc:r II hlJ tole cliJa'ctioo may dcd,gna1e by wriuai Instrument Che aacqe m/J/or 
dq,61 to i. ideucd bcmmdcr .,,C, record such bucnamcnt al Lcaoc'1 c,q-..c in the county or OOUlllles wbc:rc the k.uc la locmcd and lo thc official records of the Gcoc:n1 Land Office and 
IUCl ........,. lh&IJ be blDdioa llpOII LClloc for all purpoec:a. lf at my time afta- the dl'cdivc date o( the l*fial tcrmlutioo provisions bcrcoC. the l!pl)licable Odd n&lca arc chlaicd or the 
wd1 or ...a. locaed ~ arc rcclaaifiod ao !bat less .a-cage Is lbcrcafto- allOCllod to aald wdl or wdl.l for produc:tioa purpolCS. dw lcuc &ball Cbawpoo t.c:rm.inllo as to all ac:rcagc DOt 

..._.... .aoc..od co uld well or -..du for production l)Wl)OICI. 

L OPPSET WEUS: lf oil and/or ps should be produced lo commcrdal quantities from a well 1ocat.od oa lmd pri~ OW'Dcd or oa Slate land leased ac a lcaer roya.11)', wblda wdJ la 
wtlWa - ~ (1,000) f«ie ol the _. IDcllldod bc:rcio, or which wdJ II druilila the area oow:rod by tbb lcuc, the LC11oc shall. ..,;thlo sixty (60) da)'1 after IUCb Initial proclucooa from 
......... -a or Cbc wdl ~ wl1hlll ooc lbouaDd (1,000) Cm &om Cbc area caw:rcd by thls \cue bealn lo good r.llh .,,C, proaocule di.Ugmtly the drilling of• oCl'llct wdJ oo Cbo 1rca 

_.. ~ ..._ lcuc, and .:II ca- wdJ lh&IJ be drilled ID IUdl dq,Cll as _..,. be DCOCISII)' to pl'CYCll1 lhc aduc ~ of the area oow:rod by lhu \cue, aod thc Lcaoc. mmaca- or driller 
IIWI - .a wa -r Ill a good fald, drort to iukc-*' omcc ....n ~ oO rod/or p1 Ill com.madal ciu-ltlcs. Oaly upoa the ddcrminadon olthe Oxnmlsdoocr and wilh blJ 
....--~ -r tbc ~ ol a compmsatory roya.111 Atid'y the obliptioa ID drill • olrlCll wdl or wcla rcqulrod tmdcr thls ~ · 

, . DllY UOLVCESSA110N 011 PRODUCTION DURING PRIMARY TE.RM: IC. durina lbe primary tam lwroof aod pri« to dlJCOYU)' aod productioa of oil or Pl oo Aid land, 
i.- *8ld driD a dry Ide or Ides cbcrcoa.. or If durina the primary tcnn bcrcof aod after Che dilooYay and actual production of oil or ps Crom the leucd prcmiJcs IOCh productloa theroof 
..W - &c. my -. dais lcue lh&IJ DOt k:l'lll1- il oo or bdorc die c:xplndoo ol liJQy (60) da)'1 Ctom date o( compkdoo ol raid dry bole or OCSIIOOD ol productloa Lcaoc 
oca a lddidonal drilliq or reworldq opcraliou Chc:r-. or ~ or IClldcn tbc ICXI 11111ual dcuy rental la die ume aumM:r u provldod In ihiJ 1c:ue. U: durina 1be Lut ya, of the 
primary 1crm « widilo liJQy (60) d.yl pri« cbcrc1o, a dry bole be oomplelcd mid abmdoocd, or the produc:tioa ol oil or ps should ocasc for my -. ~· rlabts &ball remain lo full force 
and c«CCII wi1bout l\ir1bcr opcndou mtil die c:xplndoo a( the primary tam; .,,C, If Lcucc bas DO( ,-aned producdoo In ~ quaotities II Che cxpin,lioa a( Che primary term, Lcucc may 
1UU1DU1 11111 ._ by condarting lddidonal drilllq or reworidlla opc:ntiom punum1 to ~ Io. llliq tbc c:xplndoo of lhc prima,y tam u thc ewe of ccssatioa ol produaloo under 
~ 10. 6bould Cho&.. wdl or my aut.cqvc,,c well driDod oa Cho above cbcn1>cd UDd be oompldcd u a lblll-a1 oil or ps wdl within the primary ICl'III bcrcol. Lc:ucc may raume 
~ ot .. -.i .-.i la Cbc - _. • proviocc1 hcrda oo or bc:fore Cbc rcat.al pqlng date Collowlq the c:xplndoo of liJQy (60) da)'1 Crom the date ol complcdoa ol IUdl lbut-a1 oil 
or,- wdJ and ._, Cbc 6,11,..e to a8b lUCII .,.,.-. 1111, lcuo lball q.o (ado tamln.atc. 1! at tbo c:xplndoo o( die primary tam or ""Y time lhercatlcr a sbut-a1 oil or ps well LI loaitod oa 
Cho ie.od ..-iJc1 lllt)'IIMlllD _..,. be aiadc lo acoonlanco wilh Ibo sbut-ai provisions bcrool. 

It. a&1A TION, OIULUNC, AND R.EWOR.IO.NC: IC, .tier Cbc a:plndoa ol the primary k:na. producdoo ol oil or p1 &om thc leucd prcm.uca. after oacc obtai.Dod. should oc:uo 
._ -, -. thls lcue llball IIOt wmlam If Lcaoc com- lddiuc-l drilllq or reworidaa opc:ndou wldlin liJQy (60) da)'1 atlcr IUdl cmadoG. .,,c, lhll lcalc llha1I ranaiD In fwl 
~ md l(fcc:,t for '° 1oag as mcti opcndou ooodlmc ID good falda and ID wodc:mm1lb - without lntcrnaptlons IOtalina IIIOl'C than ~ (60) dqL If 1Uc:b cki1llng or reworlclng 
~ -it Ill tbc producdoo al oil or ps, Cho lcuc lb.all rcmalll ID fWI force .,,c, dl'cc:t for ao long as oil or p1 ls produocd &om the leased prcmiJcs lo peyina qullllitiCI or~= of 
..... al or p1 wdJ royaltia or.,.,.-ol comi-,sat.ory royaltla LI ...de as provided hcrda or a provioccl by'-· lftbc drilllq or rewotldns opa1ltioal .--iJt lo lbc ooaiplc:tloo of• well 
• 1 *1 We., G1c 1cuc wW 811)( IC:nDilllM IC Ille~ oommmocs addidonal «illlq or rcwortiq opcndolls within sixty (60) ~ allt.r the oompletioo of thc ....U u a dry bole, and this lease 
..a _.... Ill clfCC( ao loq .. i.-~ drl11llls or rewotldns cpcn,dOM ID good Calth .,,c, ID a wor1<nualikc maoncr without lotcrnlptiool toWlq more than lhl)' (60) da)'1. Lcucc 
lball giYO written DOdce IO lbc Omcnl I.And Offioe wilhia ~ (30) da)'1 of 11ny CCSSIUOll of productloa. 

11. SIWT· IN ROY AL TI.ES: F« purpoeca of this ~ •....u· mcms my wdl that lw boc:n uslgncd a wdl aumbcr by the ~ accocy bavio& jurildk:doa r,w, the produaloo of oil 
.,,c, pa. lf at my lime .&r tbc cq,lndoa ol lbc primary tam ol a lcalc tblt, mtil bclna lhut In. wu bclna IIWDtai.ood in force .,,C, dfcc:t. • wdl QP&ble of produciq oil or Pl In payloa 
qllllllities II locaod oa lbc lc:ucd prcm.uca. but oil or ps ls IJOt bclnc ~ f« laclc of sulllblc produc:tioa facllltica or laclc of a suitable mlrfa:t, lbcn LClloc may pay u • shut-la oil or ps 
royall)' • mio,;mt equal IO dolablc the lllllual rcuul provioccl In thc \cue, but IIOt less than Sl,200 a ya, for each well capable o( produciq oil« ps In~ quantitica. To be dl'cc:tlvc, 
_. ID.ldal lhut-111 oO or pa royall)' 111...c be paid oa « bc:Core: (I) lbc c:xplndoo ofthc primary tcr9, (2) 60 da)'1 afta- lbc LClloc ocuca to~ oil or ps Crom Che lcucd prcm.uca. or (3) 
60 ~ atlcr i.a- compl- a dri1liq or reworldq opcratloa In ~ with the lcuc proYiaooJ:; wblcheYCr date II i-c.. lf tho lhut-a1 oil or ps royall)' II paid. the lcuc Iba!' be 
~ ID be a produciq lcue and lbc ~ lb.all CXlmd thc tam ol tbc lcuc for a period of ooo ya, Crom the cod ol lbc primary tam, or Crom lbc lint d-r ol Ibo mooib followloa thc 
mODdl i. wtudl producdoo ocuod. md. atlcr tblt, lf a.o IUltable prodl;cdoa c.dlkla or sulllblc m.t:d for the oil or p, cdsu, Lcucc m-,. CXlmd the lcuc for four more suocculYC pcnod.t of 
- (1) yem-by Pl')'lna the ume amo,a acb ya, oo or bdore Che cxplnt.lon o( cacb lhut-a1 yar. 

11. COMPENSATORY ROYALTI£S: U:, durlog the period the lcuc Lt ltq,t la dTcc:t by ..-ymcnt oltbc llbut-a1 cU or p.s royalty, oil or ps u JOld and dcllwnxl ID peyloa quantities 
fi'OCD a wdl locatcd within ooc lhouund ( 1,000) fed o( me ~ prcmlJCS and completed la the umc procb:ulg ruavoir, or la any euc In wblcb draJnase LI occ:urrlna, the right co continue to 
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a.o1ma1a tbc lease by~ tbc shut-la oO ()( gu royalcy abalJ cease, but the lease aball n:ma.in clTccdvc (()( the remainder of the yu.r for which the royal\)' b.as bCQI pald. Tbc Lessee may 
aaiacaia tbc lease fl)( Cow more auoccsslvc r--s by Lcucc ~ compcnsalOry royalty • the royal\)' ratc provided &a the lease of the mmc_cc value ol productioo from the well eausuic the 
..._. oc whicb ls compldcd lo the ume procloci.ag rcsc:r,,w aad witbla ooe lbousaod (1,000) feet of the lcucd prcmiJcs. Tbc compc:nsatory royaley ls to be paid moothly to the 
Commissloocr becinnlnc oo ()( before die lasl ~ of chc mooth following chc month In which the oil ()( gu iJ produced from chc well causlna chc dralnaae ()( that ls completed in the Ullle 
procloci.ag rcscrYOlr and located witbla OIIC lbousaod (1,000) feet oflbc lcucd premises, If the compauatory royalty paid in any 12-a,ooth period is in aa amouot lcss than the 1ru1ual shut-la 
oil or CU royaley, Lcssec alwl i-:1 • lllllOUOI oqual IO lbc cli1Tcrcncc witbla lhltty (30) 4)'I from tbc end ol 1bc 12-a,onth period, and aonc of lhcao proviJioas will rdic:vo Lcsscc of the 
obliptioa ol rusoaable ckvclopncat DO( chc obUptioo to drill ofud well, u provided lo N.R.C. Scctloo 52.0J.4, bowevcr, al lbc dcunnuwioo of lbc Commissiooer, and with the 
Commlssloria'• wriuai appn,val, the payment of compc:nsalOry royaltlc.a aball aatufy the obliptioo to drill o!Tscl wells. Compensatory royal\)' paymcnll which ll'C DOC timely paid will ICCf\le 
pc:oalty Ind lo1«cs1 In occordancc with P....,-.pb 5 of tbJ.a 1-. 

ll. EXTENSIO S: If, 111 chc c:iq,trallOO of the primary tcnD of tbJ.a lease, produ<:doo of oil or p.s b.as DO( bccu obumcd oo lbc leased premises but dnlhnc opc:ralioas are bclnc cooductcd 
lbcrcoa In rood faith and iii a rood and worbnanlike manner, Lessee mll)', oo ()( before tbc ~Ot'I of the pnmll)' tcnD, file In lhe GcncnJ Land Office wnttcn appUcadoo to lhe 
Commissioner of lhe Gcncnl Land Office (()( a thirty (30) ~ cx:tcnsioo of lhls lease, accompanied by paymcol of Three Thouwid Dollan (SJ,000.00) If lhls lease coven six hUlldrcd forty 
(640) acrcs ()( 1eu and Six TbousaDd Do111n {S6,000.00) lf lhls lease oovcn more lhan six hundred forty (6-40) acres and lhe Commlsslooer shall, in writing. extend lhls lease (()( a thirty (30) 
~ period from and al\cr tbc cxp,ntioo ol tbc pnm_,. term and ., long thcrc&ller u oO or gu u produced in paying quantllica; provided further, that Lessee mll)', ., loog u IUcb drillinc 
opcntiocu are bcln1 cooduc:lod make like application and payment durina any thirty (30) day cxtcodcd period for an additloaal cx:tcnsioo or thirty (30) dayi and, upon rccdpc of auch 
applicadoo and payment, lhc Commiuloocs- shall, in writing. again cxtcod lhls lease ,o that same &ball remain in force for JUdl additloaal thlny (30) day period and IO long thcrcallcs- u oil or 
gu IJ produced In p&}'Ull quantities; provided. however, that this lea.ie &ball DOC be extended for more lhan a local nf lhrcc hundred ninety (390) dayi &om and all.er lhc exptntioo of lhe 
primary ICnD unless produc:boo In ~ quantJtlca b.as bccu obwncd 

1'- USE OF WATER; SURFACE: Lcucc shall have tbc right to use wata- produced oo wd land necessary(()( opcnlioas hereunder and IOlcly upon lhc leased pmniJCS; proY1ded, 
~ . Lessee shall DOt use potable wala' or watcr suitable for livcstoc:k or irri1adoo purposes for WllO" Oood opcralloas wilhoul the prior writtcu consent of Lcuor. Subjoa to ill obliptioo 
ID pay ..race damaacs, l...csscc abalJ baYe tbc ri&bt to 11JC ., muc:h of tbc surface of tbc land !bat may be reasonably acccss.y for drillina and opcnlUl& wells and tnlllSpOrliac and mut:ctln1 
Cbc producdoo dic:rcfrom, such use IO be cooductcd under coodltloas o( least b\Jury IO tbc surface of lbc land. Lcsscc shall pay surfacc damqca In an amount let by die Ocncr.i Land Office 
fee ICbcdulc wblcb Is clfccuvc on die~ wbca the ICtivity Rlq\WUli the payment of aurf.cc damqca occun 

l S. POLLtrnON: In da-doplq tbJ.a area, Lcsscc abalJ use tbc biabat dcsrce of care and all proper ulecuardJ to preYClll polhltioo. Without limltlna tbc forcgoln1, pollution of ooutaJ 
wctl.mds, nannl walCl"Wl)'I. rivcn and impounded, Wit« abalJ be JnVcntod by die use o( COIIWIUIIGU facilities mtlic:icn1 to prevail aplllagc., scepqe or ground water coowninalioa. In the 
c¥CGI ot pollution, Lessee sb.a11 ue all mcaiu • ill dupoa1 IO ~ all cacapcd bydrocarbocu or other pollutant and shall be responsible for all damage to public and private properties. 

(A) UPLANDS: l...csscc aball build and malnw,, fc:ooca around ill dush, IWllp, and dnwLaac pill and WU. ba1tcrica 10 u 10 pro(CC( llvatoc:k aplut 1oa, damage« 11\)wy; and upon 
complcdoo or abeodoamcat d any well or wcU., Lcssec abalJ fill and 1cvd all llusb pill and ocllars and complcldy dean up tbc driJlloa site of all rubbub lhcrcoci. 

(11) SUBMERGED L.AND : No dlJdwge of did was1e ()( prbqc shall be allowed into State wa1cn from any drillina or support YCUds, production platform, crew or supply boat, 
b1rJe, jedc~ ri& or O(bcr cqulpmc:al loc:atod oo lhe leased area. Solid - ahall lncludo but sb.all DOI be limited to ooownen, oqulpmcn1, rubbuh, plastic, glu&. and aoy ocher man-made 
~pwlablc han£. A alp muc be~ la a lalp lnffio...,. oo all \IUICU and m.anacd pbt{onna .w.lng. ~ nf ~ IOIJd - ()( prbqe lnLo Stale Wat.en from \IUICU 
« pl.,dorm, IJ llriccly prolu'bhod aod may aubjcct a Stale of Texas lcue to Ccnciturc. • Such ltalemenl aball be in lcttcrin& of al least t • In me. 

(C) RIVERS: To tbc caait occcssary to preYClll pollutioo, tbc provisioo, found in IUbscclloos (a) and (b) of this pananpb ahall alto apply to riven and rivcrt>cds. 

(1)) l'F.NA.L n'1 Failure to comply whh tbc rcqulrcmc:nta of Ibis provlsloo may raw! la tbe maximum pc:oall)" allowed by law lncllldln& forfeiture of lhc lease. Lessee shall be liable fl)( 

tbe ~ caused by sud, Cailuro and any OOltl and apenx1 lnaarrnd la dcanin& &tQI affected by Ille diJcllargcd - · 

1'- IDENTlPICA TION MAIUClJtS: Lcucc lhalJ erect, • a diJUDCC 110t to c:x.cccd twmty-6" (lS) feet from cacb well oo tbc prcm1aca covered by tbJ.a lease, a lcgi'ble alp oo v.tlcb 
..U be Uliod Cbc DMDC ol Che opc:nlior, chc 1ca,e dc:si&Ndoo md tbc wd1 lllllllbcr. Wbcre two oc more wcl.ls oa tho umc lca,e or wbcrc wcl.ls oo two ()( more 1cua arc OOOOCClod IO tbc ume 
lmlc boaay, wbcd,cr by ladivlduaJ flow ll.nc, oonncctions dlrcct IO tbc tmlc ()( tmb or by uc of a multiple bcadcr l)'llan. cacb ll.nc, bc:twcc:a each well and AICh Wiie ()( bcadcr ahall be legibly 
ldedifiod • aJJ times, eilher by a firmly attacbcd ta&()( plate()( an ldcotl6catloo property pelnlcd oo IUCb line &1 a distaocc DOt to exceed throe (3) feet from IUCb tank or header OOMccdoa. 
Said rleu, lap, plate, ()( ocbcr ldcntificatioo matlccn shall be malntllncd In a lc11'ble coodltioo thtoupout tbc lcnD of lhls lease. 

11. ASS1GNM£NTS: Tbc kuc iuy be lralllferrcd • my time. AD transf'cn mllJl rd'CRnOC the lca,e by tbc file number and mu.sc be rooordcd in lbc oowity wbc:rc the mu Is 1oc:atcd, and 
tbe ,-doc! trmlfcr or a nopy ocrtificd IO by tbc COlmey Oat o( the OOWll)' wbc:rc the tnmsl'cr ii recorded mu.sc be filnd in tbe OcocnJ Land Office within ninety (90) da)'I of the excculioo 
dlec, u pnMdcd by NJLC. Scc:doo .52.026, accompenlnd by chc filiq fee prcaaibed by chc Ocacnl Lmd Office rules lo dToc,t oo chc dale o{ rcceip( by the Ocncn1 Land Offioc of aucll 
.....Cc:r or ocrtifind copy lhcn:oC. Evay lnllS!c:rcc abalJ a--1 IO aJJ righll aod be ,ubj«:C to all oblipdoos, Uabllitlcs, and pc:oaltica owed IO the State by die orialnal lcuoc ()( aoy prior 
lnDllc:roc o{ tbc lcac, lncludlq ""1 liabilitia ID tbc aa1e fl)( uapeld royaltica. 

II. IUULASES: Lcuoo Ill.I)' rdcasc tho r{pu pwllcd bercundor IO the Stale It any time by rocanfiq tbc release In the COWll)' wbc:rc this area ls litualcd and fillna tbc rooordcd release()( 
oertificd copy ol same la the o-nl Laod Office within IWIC()' ('90) 4)'I a/la la c:xcadioll aooompcicd by Che 6llaa fee prcsa,1>cd by the GcncnJ Land Office rules la effect oo chc ~ of 
recdp( by Cbc OcocnJ Laod OOia, ol IIUdi rdc:uc or cc:rtificd copy lhcn:oC. Suc:h rdcuc will DO( haw tbc effect of rdeuin& Lcucc from my Uablliey lhcrCloforc eccrund in favor of chc State. 

1'. UF..N: lo acconlmce wida N.R.C. Scctioo $2.136, the Stale lhall have a 6nl llc:o upoo all oO and p.s produced from die wca covered by lhls lcuc to 1CCUte payment of aJJ unpeld 
roylllty llld oCbcr _.of_,- Chit Ill.I)' bcoomc due mdcr Chu kue. By eccqicancc otthla lcuc, Lcucc lf&llll die Slalc, la additloo 10 tbc Ucn pnMdcd by N.R.C. Scctioo .52.136 md my 
oCbcr IR)lbblc ~ Um, & c:xprcu COO~ lica OD aod ~ mlO'cllt lo all le&,od m.lnc:nls la aod extnclcd &om the lcucd prcmucs. all prooccd, wbJcb Ill.I)' accr\lC IO Lessee 
from Ibo Ale ol IIUdi lcucd mlDcn1s, wbcd,cr sud, prooccd, arc bdd by Leuoo or by a lhl.rd '*'Y, aod all 6xwrcs oo md im.,,_cnll to die leased prcm1aca ucd in OOMccdon with chc 
producdoo or procculq ot IUdi lcucd mJn.cn.ls In order to ecan the ~col of all royalties ()( other amounta due ()( to bcoomc due under lhls lcue and to ecan payment of any damages or 
loa 11,.c Lcs.,or may IU!Tcr by rcalOD ol Lessee'• breech ol aoy oovmaot ()( coodltioo ot Chu lease, wbdbcr cqircss ()( lmpllcd. Toil lien and IICCIUriey lntacst mll)' be forcclmcd with or 
wilhoat court prococdlAp Ill die mcna pnMdcd In tbc Tille I , Ciapccr 9 a( tbc Texas BIISi.acu aod Commc:rcc Code. Lcsscc &IJ'CCI !bat tbc Commlssloocr mll)' require Lcucc to execute 
IDd ~ Mb 1a.itnimaiu u m.-y be rcuonably -,, to acknowledge, &l1ldl or pencCI thiJ Um. Lessee baeby repmcnt, ihlt duff w no prior or ,upaior Um.1 lriJl.ng from 111d 
relldac IO Lc:ucd• ac:tlvltica upoo chc aboYo,dclcn'bcd JWq>Cl"1y ()( from LcsJcda &QQUlsitloo ol lhls lcue. Should the Commluloocr &1 any time dctcrmlne dw lhls rcprcxowlon b not 1n1e, 

diCII tbc Commlssloocr may declare lhls kuc forfdlcd u pnMdcd bemn. 

JG. FORFEJTIJRE: If Laaoc lhaJJ Call or refuse to malce tbc ~cat ot ~ aum wlthln thirty (30) 4)'I aJ\cr It bcoomca due, or If Lcuoc ()( ao autborucd aico1 should knowi.agly mw 
my fa1,c R(Ul"D or fa1,c report ooaccrnlAa produc,tloo ()( cWl.lns. or If Lcsscc aball Call ()( rd'uac to drill my olJJct well ()( wcl.ls In 1ood faith u mqulrod by law and die rules and rcgulalloos 
~ by die Commwioocr of tbc Gcncn1 Land Office. or If Lessee mould Cail to file rcpor11 in lhc m&MCr mqulrod by law or fall to comply with rules and rcgulatloos promulplcd by lhc 
Ocncn1 Land Office. tbc School Land 8-'CI, ()( chc IWlrc.cl Commluloo, ()( rd'uac tbc proper autboriey aocca, to tbc records pertaining to opc:ntloos, ()( If Lcucc or ao au1horiz:cd agent 
.tio.ld knowlqly Cail ()( rd'uac IO cfvc ODrTCCC buonutloo to tho proper aulhoriey, or lcDowiqly Cail or rcluse to furnlsb tbc Oc:ocraJ Laod Office a ODrTCCC log of any ~u. or if Lessee aball 
b,o,,riqly violMc my ol tbc ID.ll.erial proviJioas of lhls lcaJC, ()( if Chu lease Is ualpiod aod the asslpmc:ot ls DOt filed la the Oc:ocnl Land Office u mqulrod by law, chc righta acqulrcd under 
dl1a k:alC mall be lllbjcct lo forfdlln by the Coauniuloncr, and be lh&ll forfeit ume wbco IIUffidcntly Informed of the Caeu which aithori%e a forfeiture, and wbco forfcltod the area aball 
apia be aubjccc IO lc.uc lo tbc klpcst bldclcr, under chc aame rcculadoos cootrolllna Ille oripnal aalc of lcua. I !owcYcr, DOlhlna bcrdn lhalJ be ooo.AAlcd u waiving the automatic 
IICl'lll.mldoo of Chu lcaJC by opc:ndoo ol law or by rcuoa of my apcclal limllalloa arisin"' bcrcundcr. Foociturcs n-r be act uldc and this tcuc and all righta diemmdcr rcwtalcd before the 
ripa ol aoodlcr lalerYCDC lll>OII ~ mdcDco IO the Commlaalooc:r of lbc Gcncnl Land Office of fvture compliance with !he provuloas of the law and of lh.lJ lease and the rules and 
rcpltdoas that 11111)' be adopted rclatlYe bcreto. 
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11. IUV£RBED TRACTS: la die cYCOt dllJ lease oown a rivabcd. Lcac:e u bad,y spcc1Ct<:ally snnted the nab! o{ miUIClll domain and CODdc:awllon u provided for In NJtC 
l«:dOlls n 092-$1.093, u a pan alcbc oonsidcndoo IIIO\'Ull to Lessor for die oovcoao11 bcrcto made by Lcslce. 

ll. APPLI OLE LAWS ANO ORJ LUNC RESTRICTION : Thi• lcue lhall be 1Ubjoa lO all Nies and regulations, IJld omc:odmcoll lhc:rcto, pnxnulpted by the Coaunlssloocr of 
.., OcocnJ Land Office eova,wia drill1111 and producins opcratiOOJ oo PcnnllllClll Free Sc:hool Land 1pcclJk.ally ancluduis any Nies promulptcd tlw rdllc: to pwu of opcrallons, paymcot of 
N)1kia. sod audilina proc.cdwu. aad shall be AAbJc,cc '° all od>a- valid ~ Nies, replaooaa. ordcn aad ord&o..-. chat may all'cc:t opu-aoou undar dae provlsioos of lhia leue Wi.lhout 
llmitiq die sc:ocnlilY o( lbe forqoiaa. Lc:acc bcrd,y qrecs, by lhe acccpC.- ol this lc:ue. IO be bolmd by aad IUbJc,c:t IO all lllllJIOry Ind recwaiary provuiou rdai.q to tho Gco.onJ Land 
OtY1cc'1 1Udi1 bilhq llOCloe aad IUdit "-ulp proccdurcs. Said provlsiom are CWT'CDlly found at 31 Tcx:u Admilwlnll~ Code, 0aapccr • . IIDd Tcx:u Nlllnl ~ Code Scc:cioa.s $1.1 Jj 

..ct 52.137 thtouah n 1•0. la the CYCOt dtiJ lcaJc CX1YCn land francbiscd or lc:ucd or odictwtse II.led by • u vlptlon diJuia or by die United Stales for the purpoM or uvlptloa or ocher 
pwposc inddco110 die opcratlon of a port. lhc:o Lc:sscc lhall DOI be mtided to enter« poaa, aldi land without prior approval u prvvldcd under Sccti0116l 117 of the Tau Wau,r Codc, ~ 1 
La,cc lhall be mtided lo dcvdop M:11 laad for oil and ps by directioaal ckilhna; provided, bowcva-, dill no .....Cacc drillios localloo may be nearer lhan 660 feet and spcc:lal pcnnbaiOD from 
Ille Commilllona- of lhe Gc:ocraJ Land Office u IKlCC:&DfY to male any IWfacc localiOII ocwcr dam l,160 rccc meuurcd II nahl angles Crom tbc oeata11 bulkhead llllc or Crom the_... 
thdged bottom edge of ,ay clwuKI, al•p, « 111m.1q basin which lw bcell authorizcd by tbc UGJlcd St.ate:, u a federal pn)jc,Q for funn -.cnic:tiOll, whlchcwr ii IIQl'Cr 

ll. REMOVAL OF EQUIPMENT: Upo11 lhc la1lllnadoo o( dab lcue for aoy cawe. Lc:sscc lh&ll llOt, In my cYCIII, be pcnaia.od to remove tbe CUU11 or aoy pan of tbe oqwpmClll Crom 
Ml)' produdq. dry, or abendoocd wdl « wdb Wllhoul tbc wnttcn COIISCDt of the Comm1- of lhe Gcncnl Laad OOlec or 1111 aulhonzed rq,resmla!IJ~. nor lhall Lea«., Without the 
Wffllffl -.cal o( uld Commlssloacr or Im autboriz.cd l'C'pf'CSc:olaUVC remove from the louod pra!lba the CUIJII or any ocher oqulpmcnt, matena1, madunay, appli- or propc:,ty owned 
l,y Lessee and II.led by Lc:sscc In the dcvdopmcot and production of on or ps therefrom UJJUI all dry or abandooed ~lb have bcell plusaed and UJJtil all alllJh or refuse pill have been properly 
filled aod all~ « di~ l11111bcr, machinery, or debris ah.all have bcc:o removed frocn tbc prcmiJcs to the salilflctiOD or the uld Commissioner or bls au.lhoru.cd rq,resc:ollllve 

U. FOR MAJ£UR£: Should Lc:acc be invaited from complyiq w11h 1111)' c:xprcas or implied ClCMUllt o{ this lease, Crom oooduduta clnlhq opa'ltlOIU ttiaa.. or Crom poduc:ma 
oil -4/or p1 dlcrclrom, allcr effort mloClc In aood fallh, by rcuoo of ww, rcbcllioa, rioc.a, strika, lira, ac:u of God or 1111)' order, Nie or rea,.alltiOD or l°"==tal 111tllonl)', lbcD •1iile eo 
~ 1-'1 obliptloo IO -.ply with alCil - aba1I be IWllmdcd ~ proper and ~ proof pracnl.ed IO cbc Cammlulooa o{ die Gcacnl Laad Office in 9'lppOrt o( 

1-'• -tmtioa lllld Lc:acc aba1I - be liable for dama&a for wlure to oomply lhcnwida (cxc.q,t la die - o( lcuc opcndoo, awpaMicd u proYidod la the Nies lllld recubdou 
dlp(cd by die Scbool l...and Boen!); lod this lc.uc ah&l1 be cxlelldod while and eo looa u Lc:acc b prcvc:atcd, by any u:b cawc, Crom drilhna, reworun, opc:ratiou or procluclna oil md/or 
su Crom die lc:ucd prcmba; provided, boweV'c:r, that tlOlhi.ni bcrcin..i.aJI be oonsuved IO ,uspcnd the paymc:ot of rcotalJ durlna the primuy or cxtcodcd term, o« IO abridac l..cuco'1 right to a 
IU.lpCIISIOD lllldcr ml)' appllcable ltalllte o{ this s~ ~ 

u. LEASE SECURJTY: 1-aba1I 1ao cbc hlgbcsl ckcroc ot m wt all proper wquards to proccct wc1 premises w1 to preYa11 dadl al oil. ps. wt oChc:r ~dloe11bou producod 
from Aid lc&lc.. lbb Includes, but I, IIOI llmlted to, die bulalladOD al all -,. oqulpmc:o1, -1s. loda, or ocher ~ proc.ecdve dmcct OD or at all - point, 11 die lcue'1 
producdoo. pdicri.na aad llonge l)'ltcmJI ~ chd\ of b~ can occut. Lc:acc lh&ll be liable for the loa o{ any bydrocarbocia rcsullina Crom llKf\ and ah&l1 pay the Scau ofTcx:u 
royalties lbcr'eoa u provided bcrcia OD all oil, p.s or otba bydroclrbcxu IOII by rcuoo of lhcl\. 

u. UOUCTION OF r A YMENTS: If. durina the primuy la1ll, • portiOD of the laad eownd by dai, lcuc b Included Wllhia dac boundslcs o( a pooled UDlt dill hu bcc:o approwd by 
._ School Laad Bowel la 90CIOrdmco with Nanni ~ Code Sccdou $2. IS 1-$1.1$3, or lC. 11 miy time al\cr dac CXl]ll"ltiom of dac pnmary la'm or dac ex1aldcd &crm. dai, leuc ClOYU1 a 
.... -ber ol llCRI Ihm cbc IOCm -I dacribcd bcrda., pa)'IIICIIII due arc made Oil a per acre buis bc:mmdcr alia1I be roducod ~ IO the number ol llCRI poolod, rdeaed, 
WWW 1awla.,j, Of' ~ ~ IO due ~ clcccrmlocd Oil I per buiJ mder cbc lcnD.I al daiJ lcuc duriq d.e pnmar)' la1a lball be c:alcub&od t.wl lqlOll dae mmber o( IICft:I 

~ 11,e ~ ol a pooled mit, « , if a.ft.er die cxpintioo of die priaury icrm. die mmber of - acaaally rdllncd ud cowrcd by dab leuc. 

17. SUCC!SSORS ANO ASSIGN : Tho coYCOaO-ts, -4itiOOJ and agrc,cmc:oll -talned bcrcin lhall extend to and be blodlJJa upoa the bdn, cxccuton, admlnlstralon, _.. « 
a,ip.s ol 1-licrdll. 

l&. ANTIQUITIES COD£: Ill lbe cvmt !bat ,ay Ceature ol ~ o, luJIOlbJ l4laat II CllOOUDla'Od durio& d.e activldcs mlbormcd by dab leuc, 1-will lmmed1e1ely cc:uc 
ecdwdm md will lrmodi_.,. IIOd.fy cbc Gcacnl Land Office and cbc Tcx:u l llsuxical Oimm!11I011 ao dull adoquate mcuurcs m.q be mdctta1:cn to proccct or,__.~ ddoovcries or 
........,_ • ~ 1-la aprally pl.aood oa llO(ice oldie NIEOllll llutorical Pl"aavlPdoo Al:t. al 1966 ~. IO Statute 9U; 16 U.S c.A. 00).1- lhall oomply wldl tbc 
~ Code olTc:xu, o..,pc.,,- 191, N.a.nl ~ Code, as --W. 

1'. Vl.N\Jl: uuor md lcs-, lncludiq leucc'1 1UOCCUOn aad wlcns, bc:rcby acrce lhal venue for any dispute uui111 out o( • proviJ!oo of dul lease, wbcthcr cxprcsa or impUod, 
rcprdiq latlaprc:utloo o( Ch1J lc:ue, or rc1a1Jna In e y wsy IO dab lease or "° applicable c:a,e law, 11a111CS, or admlnlJU'llivc 111lcs. lhall be In a court o( oompdalt jwudlctioo located la Travis 
Comley, SUi1G o( T cxas. 

:,o. IJ.A5~ l'TLINC: Pvnuant 10 Ou,ptcr9 oldie Tex. 811.1.. & Com Code, daiJ leue mlltl be filed ofrooord la lhc office oldie Councy Ocri. in MY~ la wbidt all or MY 1*1 altbe 
louod prcmbcs la loc...cl, and Cl01ilied oopic:a chcroo( mlltl be filed In lbe Ocnc:nl Land Office. lbe prcacn'bcd fillq fee aball llCCOIDpmly the ccrtificd oopies ICOl to tho Ocnc:nl Land Office 
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31. EXECUTION: Thu Oil and cu k.ue mUJt be 11gncd and tcl:nowlcd&cd by thc ~ before it is flied of record In thc cow,1y records and lo the Oc:ncnJ Laod Office oflbc State of 
Tu.u. 

LESSEE 

DATE: _____________ _ 

Office: oflbc Stale ofTcxas under lbc seal oftbc General Land Office: 

STAlltOP __________ _ 
(CORPORATION ACKNOWLEDCP.U?Nr) 

COUNTV OP __________ _ 

BEFORE MB, lbc undcnisncd aulhonty, oo tbls day pcnooally appeared-------------------
lcooW9 IO - to be cbe ~ wboec umc is subscribed IO the Con:coo,, wtnamcnl, u _________________ .of 

- -----------------------------and. lld:nowlc:dpd IO mo Iii.a be cxccui.cd !be umc 

Oivai under my hand and seal of office: thlJ lbc. _____ ~ day of _____________ ~ 19 ____ _ 

Noc.-y PubUo lo aod f«. ____________ _ 

STAlltOP ___ _______ _ _ 
(lNDrvIDUAL ACKNOWL EDCM.ENT) 

COUNTV OP _ ________ _ _ 

Bd'ore me, lbc undcniped autboril)'. oo thlJ day ~ly appeared. ___________________ _ 

lcnowa to me IO be the ~ wboec names are subs<:nl>od IO lbc fon:eolnc lnstnu:ncnt, and ld:nowlcd&cd IO mo th.It they cxoculcd lbc 
- <« lbc purl)OICI and COOJ!dcndoc tbcrci.D cqrcssc,d. 

Oivca under my hand and lcal of office: thlJ lhc ______ day of-------------~ 19 _____ . 

Notary Public In and<« ____________ _ 
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September 17, 1998 

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

Dear Mr. Lodge: 

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

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

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

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

Sincerely, 

Robert B. Hatter, Director 



~ 
C,9 ~ Ot> -----~1-_____ _ 

TRA:~S~.~lTIAL L.ffi~R. 

File CA'!:cd ......... , .......... --~ ....... ---



· ~tate of qre 1,u,c l'o4~ t, ~ A 
~I .l,, y~ 
G-!l1/JV ~ 

S!l u»ti n , 'Qtexa» 

01 L AND GAS l.l.ASt 
NO. M-99600 

WHEll£AS. pumwn 10 the Tc:u.s NIIUnl Rcsoutca Code Q.apc.cn 32, 33, 3 I, llld Oiapter n. Subcbapkn A-0 end H. (said Code bdna bcmtlaftcr referred io as N.R.C.). md 111bject io all 
rule, and reauladons promulpu:d by tho Commwiona of the GcncnJ Land Office tnd/ar tho School Land Oo.-d ~ thcfflo, aod all Olhcr llpplicable mnna llld amcodma:111 to ald 
N .R.C.. the follow!na 8tCI, io-wit 

Sl:CTION 31, BLOCK Sl, PUBLIC SOIOOL LAND SURVEY, C\Jl.BtRSON COUNTY, TEXAS, CONTAINING APPROXIMATELY '40 ACRES AS SHOWN ON nra 
OFFICIAL MAP OF CULBERSON COUNn' ON FlU: INTIIJ! TEXAS G£Nl:RAL LAND OFFICE, AUSTIN, TEXAS. 

was, aJu:r being duly advcrtued, olTmd fa,: lease oo lhe 4th day of Aur,u1, 1998, Ill 10:00 o'cloclc: a.m., by the Ccmmissiooer of die Gcncnl Lind Offico of die Swe of Tc:us and tho School 
Lind Bow of die S1a1.c of Tau. far the ,ole and ooly purpose of pnlll>CCUDJ IDd drillina far, and p,xlucina ail mdlar ps dial may be found 1nd produced from the~ dts:nl>cd 11-ca; IDd 

WHEREAS, aJu:r all bids llld rcmituDccs ..,1,jcb wen rccch,od up IO said time bave boc:a duly consulcrod by die Commimoocr oldie Gcoaal Lind Offico llld tho School Land eo...d II a repl.w 
mccti.oa tbcrcof iD lhe Ccncnl Land Office, oo lhe 4ui day of Aui,u1, 1998, bcrcinal\er die •c:ffccu"e c1a14• llld it was found and ddcrmioed dial TIT AN R.£SOURCES, LP. whole 8ddr"CSI is 
SOO W. TEXAS, sum: 500, MIDLAND, TX 7970 1 b.111 olTmd the hipcsi llld be.sl bid far a lease of the area above dc,cnl>cd llld b, tbc:rdore, ai11dod IO rccci,... a lc:ase dicn,on; 

NOW, ll!EREFORE, I, Garry ~uuro, Commlssiooer of the GcncBI Lind Offico oftbe SIIIC of Tex.as. bcrcina.fla- JOmcumcs referred co as "Lcslior; "'bole address ls Auslin. Texas, by virtue of 
the M11horicy YCSlod In me Ind ln consldcntioo of the peyma:11 by tho bcrc:ina.fla-clcsipWed 1-. tbc sum ofSl:ntt:o Tho1&U1>d Sb llllDdM l'wu,ry Sevru a.nd lOlllOO DoU. n (Sl','27.20). 
receipt cf wblch lJ bcrcby aclcnowlcdaod llld of the rcyalues, covmana, stipulalions and condnlom concalncd llld b=by a,rocd IO bo i-ld. cbecrvcd and performed by ~ do bcrc:by dc:ml,c,, 
vane. lease and lc-1 unto the above ma:1doocd bidder lhe exclusive ri&hl IO pra.pcct far, produce 1nd talte oiJ md/orps from tbc afcnsald area upon tho follow!na termJ and ooodidoo.s. ,~wit 

I. R£S ER v An ON: Then lJ bcrcby excq>ecd aod resawd IO Lcslor the full WO of the p,opcrty covm,d hereby .:id all nahlJ wtlh rcspecl IO the surface and IUmuruce !hereof (Of' my and 
all purpC>fCS e:xc:qx lhOIO vanicd and io tho = • bcrcin gnnccd io Lessee, qC1her with tho riahu of inams llld csrm aod wo of said lands by Lcslor and iu miocnJ ks.s«s. far pwpolCS of 
cxplorin1 (0< aod prodllClllg the mincnls which arc DO( covcrc,d, a,: which may DOI bo coYCrOd in the future, UDdcr die ccnns o(this lease, but which may be locatod wilhm the surface bouodanca o( 
the leased area. All of tho riahu in and io the leased pc,,mucs rcuincd by uuor and all oflhc riat,11 ln aod io tbc lcaod premises snoced io i.-herein shalJ be cxc:rcual in such a tnaMer dw 
neither shall unduly lntafcro with the opcntloas of the ocher. 

l. TI:RM: Sub.ica IO lhe ocher provisions hc:rcol; this lease shall be (a,: a cam of me (5) years from die dfcc:nve date hc:rcof (bcn:ui called "pnmary ccrm") llld as loq !hereafter as ool ar ps 
iJ produced in peying quaoudc:, from said area. 

3. DELAY R£NTALS: It no well be cunmcnccd oo the land b=by leased Oii at before the anwvc:rary dlle oflhu lca3C, this lease shall ICmllnllC u co bod, J*Ucs unlcu tbc La,cc oa at 
~ r. "d date shall P9Y a,: tc:nder IO the Comaul3iooa ofdio G:ocnJ Lind Office oflhc Stale olTcx.u • AUSWI, Tcus, lhe sum of Ont Ool1ar (Sl.00). pu acn, ,.iiJch shall opcrato as rental 

• '• tho pnvilcae ofdcfcmna lhe cunmcncemcnt ofa well far~ (12) moolhs Crom said dale. la like manner IDd upon like P")'lllfflU a,: tc:nden lbe ocmmmamml ofa ,..u may bo 
Wcr dcfemd (a,: like periods of die Ame number of months succcss,vcly dunna tbc pnma,y lCnO hc:rcof . 
•••• • • • • 4,, PAOO CTJO ROYALTIES: Subject 10 tho provisions (a,: royalcy rcductioos set ouc in 111bpanar-pb (E) of this parap-apb •. upoo pn,du,:uoo of oil and/a, ps. the 1-ap,cs ID pey 
0<,.awo IO be paid co the Commissioocr of lhe C,cocral Lind Office iD Austin, Texas, far the use aod hcnefic of the Stale ofTcxas, dwina the lmn hereof: 

•! (A., OIL: A:J a rcyalcy co oil, v.b,ch iJ defined as iocludina all hydn>carbons produced lo a liquid form III the moulh of I.be well and abo all coodcnsalc., disulw.c., and ocher hqwd 
• recovered from oil a,: cu run lhroueh a scpan1ar a,: ocher cqwpmc:nc, as hereinafter provided, 1/5 J*1 of lhe grou production a,: lhe mlltU'I value lhereof, 11 tbc opdoo of the l.cs5or, 

such Vlllle IO be dctmnlocd by I) cho hiabcsi pos1cd price, plu., premium, if any, offered a,: paid (a,: oil, coodcnsatc. disull111c. a,: Olhcr liquid hydrocarbons, rc,pccdvcly, of a like cypo and paY11y 
• ;.vo• area v,bcre produced and when nm. at 2) I.ho hlahc:31 market price dlcreof offered at i-id in lbo aa><:ral area "'here produced and when nm, 0< 3) tbc JP"OU proceeds of die aalc 

lh;rcol: whichever ls thc areaicr. l..esseo •IJRICS dw bef0te any ps produced Crom tbc land hereby loaJcd ls sold, used a,: processed ma plant, 11 will be run Cree of cat IO Lcssot lhrouab an 
~o oil and gas ~ cf coovcntlooal cypc a,: ocher cqwpmcru III least u cfffacoc io the end thal all liquid hydroc:atbons rccovcrablo Crom the ps by 111ch means will be roco-cn:d. Upoo 

• lilt!& 1 cfLeuar, the rcqulrcmcnt that such p., be run throup such a sq,,niar Of' other equipment may bo Wllivcd upoo such lcrmJ and coodibons as praat1>cd by Lessor . 
•••• 

(i) 0 ·PROCESSED GAS: A:J a rcyalcy oo any ps [iocludma Oared ps), "'iuch ,a defined u all bydroca,1,ocu and pscous subswlca DOI ckfiocd u ool io sut,p.ncrapb {A) abo,,c. 
• t~~ from any wdJ oo said land (cxcq,c as provided hc:rcto widi rcspcct cops prcccSJCd m a plane far cbe =oo of psohoe.. liqwd bydrocarboos a,: other prodllcu) 11' pan of the srou 

produciioo ar tho nwtcet ¥.Jue thcreol; 111 the opdoo of die Lessor, such value co be based Oii lhc htpcsi marltc:t pne& peid a,: offered far ps of OC1Dparablc quahcy m tbc aaicnl area ,.-t,ero 
produced Ind "'bc:a nm. a,: the sn,ss pnce paid a,: olTCT"Cd to tbc producer, "'iucbcver u JrCalcr provulcd thal the awumum pressure base ID mcasunog tho ps under mu lease coocnct sball DOI Ill 
any time exceed 14 .63 pounds per square inch absolute. IDd tbc sw,danl buc 1et11pcnnan, shall be sixty (60) dcpu:s Fabrcohc11, corncuoo IO be mado far pn:ssurc .ccordu,1 io Boyle·, I.Aw, and 
(0< spcc16c grav,cy acc:ord,ng co lest made by the Balaocc Method Of' by the mOII approved method of1csuo1 be,na used by tbc iockisuy III the time ofccsw,a. 



(q PROCESSED GAS: N. a royalty on any gu processc:d in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons,~ part of the residue gas. and 
the liquid hydrocarbons cxtractcd or the market nluc thCZ'COC, at the optioo of the Lessor. All royalties due herein shall be ba.sed on one hundred pcm:nt (100%) of the totaJ plant production of 
residue gas attnoutablc to gas produced from this lease, and oa fifty percent (SO%) or that percent KU\llllg to J..essc,c. whichever is the greater, of the total plant production of liquid 
hydroc:arbom. attn"butable to the gu produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lcsscc (or its parent, subsidiary or 
affiliate) owns an intc:rcst. then the percentage applicable to liquid hydrocarbons shall be fifty percent (SO%) « the highest percent accruing to a third party processing ps through such plant 
under a proc:cssing agr=nent negotiated at arms' length (or if there is no such third party, the highest pcrcc:ot then being specified in processing agreements or cootncts in the industry) 
whicbevu is the g:rcatcr. The rcspcctivc royalties OD residue ps and on liquid hydrocarbons shall be dctc:nnined by 1) the highest market price paid or offered for any gas (or liquid 
hydrocarbons) of com~lc quality in the gencnl area« 2) the poss price paid« offered for such residue ps (or the weighted average gross selling price for the respective grades of liquid 
hydrocarboos). whichcva- is the greater. ID no event, howe'\'Cr, ab.all the royalties payable under this paragraph be less than the royalties which wouJd have bcea due had the gas not been 
pn,oes,,d. 

(D) OTHER PRODUCl'S: N. a royalty on carbon black, su1phur or any other products produced or manufactured from gas (excepting liquid hydrocarborui) whether said gas be 
•ca.singbcad. • •dry• or any other gas. by fractionating. burning or any other processing. IP.I part of gross production of such products. or the market value thereof. 11 the option of Lessor, such 
market value to be determined IS follows: 

(I) On the &am of the highest market price of each product. dwing the same month in which such product is produced, or 
(2) On the basis of the avenge gross sale price of~ 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 pw-suant 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 hcrco(. the royalty rate provided herein shall be 
reduced to 11.7!1,,.., and shall apply to each subscquenc well drilled and produced on the land covcrcd by this lc:asc. Provided that, if cfuring such twenty-four (24) month term during which 
Lessee may earn I reduced royalty rate of 11.7!1% as herein provided. Lessee should drill in good faith and complete the first well as a dry hole on the land covcrcd by this lease. Lessee may 
receive a three (3) month cxtensioa oftbe term m which to cam a rcducod royalty rate by giving notice to the Commissioner of the Qcne:raJ Land Office, commencing drilling opcntions 00 an 
additiooaJ well prior to the cxpiratioa of such three (3) month period and proscc:uting 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 productioo. is brought oa line and sales thereof are commenced prior to the cxpintion of sudi three (3) moo.th extension period. 

(u') ID the event production in paying quantities is established pursuant to the terms of this lease and such production is brought OD line and sales thereof arc commenced after the 
expiration of twc:aty-four (24) months from the effective date hereof but prior to the expiration of forty-eight (48) mooths from the effective date hcrcor, the royalty rate provided herein shall be 
reduced to 19.375% and shall apply to each subsequent well drilled and produced on the land coven:d by this lease. Provided that, if during such twenty-four (24) month term during which 
Les.sec may cam a reduced royalty rate of 19.375% IS herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land coven:d by this lease, Lessee may 
receive• three (3) month extension of the term in which to cam a reduced royalty rate by giving notice to the Commissioner of the Qcncral Land Office, commencing drilling operations on an 
addition.al well prior to the expiration of such three (3) month period and pros«Uling diligently and in good faith the drilling of such additional well and completing same so that production in 
paying qu111tities is established 1nd so that such productioa is brought on line and sales thereof are commenced prior to the expiration of Stich three (3) month extension period. 

(F) NO DEDUCTIONS: Lessee agrees that all royalties a.ccruing to Lessor under this lease shall be without deduction for the cost of producing. tnmsporti.ng. and otherwise making the 
oil, gas and other products produced hereunder ready for sale or u..se. · 

(C) ROY AL 1Y IN KIND: Notwithstmding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice to Les.sec, require at any time or from 
time to time that payment of all or ID)' royalties KU\llllg to Lessor under this lease be mlde in Jcind without·dcductioo for the cost of producing, gathering. storing. separating. tn:ating. 
dehydrating. compressing. proccs.sing. transporting and othcrwi.sc making the oil, gas and other products produced hemmda ready !or sale or use. Lessor'1 right to take its royalty in kind 
shall not diminish or negate Lessor's rights or Lessee's oblipt:ions, whether expRSS or implied, under this lease. 

(II) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any ps u - .....,..t !his ,..,.., .,..,.,... ..... wrc of ony fuel used to proccu ps podu«d 
hereunder in any processing plant. Notwitbst.mdillg mytbiag coatained herein to the c:ootn:ry, md subject to the consent in writing of the C.oounissiori.er of the Gc:ncral Land Office, Lessee 
may recycle gas for gas lift purposes oa the leased premises after the liquid hydroca:rboas contained in the gas have been removed, md no royalties shall be payable Oii the gas so rec:ycled until 
such time IS the same may the:reaftc::t be produced md sold or med by Lessee in such manner as to entitle Lessor to a royalty thereon. under the royalty provisioas of this lease. 

(I) MINIMUM ROY AL TY: During aay year after the c:xptrltioa of the primary term of this lease, if this leasc is maintained by production, the royalties paid to Lessor in no event shall 
be less than an amount equal to the total lllD1W delay rental herein provided; otherwise. then: 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 theprecediogyc1r. 

(J) MARGINAL PRODUcnON ROYALTY: Upon Lessee's written applicatiOll, tho School Land Board may reduce the royalty rate set out in this~ and/ex the minimum 
royalty ICC out in subparagraph 4 (I) to cxteud the ccooomic life of this lease and encourage n:covcry of oil or gas that might otherwise remain unrccovcrcd. Any such royalty reduction musS 
coofC1111 to the requirements of my School Land Board administtativc rules oa this subject. Royalty mll)' not be rcduccd below the applicable ltltulor)' minimum. 

5. ROY ALTY PA YMENI'S AND REPORTS: All royalties not taken ia kind shall be paid to the Commissioner of the General Land Office at Austin, Texas. in the following manner. 
l'lymcnt of royalty on production of oil Ind ps lhall be u provided ht !he rules set forth ht !he Tew it.~. Rllles =tly provide that royalty on oil ii due ond must be~~ 

Gcoc:nJ Land Office oo. or before the Sth day of the KCOOd moo.th ,ucceeding the month of production. md royalty OD. gas is due and musl be received in the Gcnc:nl Land Office on or Were 
the 1Sth day oC the second month 11 l"ng the moath of productioa, acc:ompmied by the affidavit of the owner, manager or other authorized agent. com.plctcd in the form andi11wrr 
prescnl>ed by the Geac:nl Land Office and showing the gross amount and dispositioa of al1 oil and ps produced and the market value of the oil and gas. together with a copy of .U dQ<idhfV~ 
records or reports confirming the gross production. dispositioa and market value including gas meter readings. pipeline receipts. gas tin.e receipts and other checks or memoranda of amount 
produced and put into pipelines. tanks,. or pools and gas lines or gu mnge. and any other reports or records which the General Land Office may require to verify the gross produc!oa. 
dispositioa and market value. In all cases the IUthority of a manager or lgent to act for the Lcsscc herein must be filed in the Genera! Land Office. Each roya]ty payment shall be IC<M.Ofi.ied 
by a chock stub, Khcdulc, summary or other rauittaocc advice showing by the IS.signed. General Land Office 1c:asc number the amount of royalty being paid oa each lease. lfl..essee P'¥f llil 
royalty Oil ct bef<xe thirty (30) days afia' lhc royalty payment wu due, theo Lessee owes I penalty of S% on the royalty ct S2S.OO, wbichcvcr ii grc,tcr. A royalty payment wbich is -thirty 
(30) days late shall lCCIUC I penalty of 10-A of the royalty due or $25.00 whichever is greater. In additioo to a penalty, royalties shall acaue interest at a rate of 12% per year; such inlfdt"Clt 
begin accruing when the royalty is sixty (60) days overdue. Affida~ts md supporting documents which arc not filed when due shall incur a penalty in an mount set by the Geoc:nl i_and 
Offioo 8dministrativc rule which U effective oo. the date when the affidavits cw supporting doeumcnts were due. The Les.sec 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 lhall lll no Wrt opentc to prnb.Ibit the State'• right offodciturc as provided by law nor act ~i 
the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute u to the State's portion of the royalty or to that portion t>fthe ~lltyfin 

dispute as to fair market value. : • • • • • 

• • 6. (A) RESERVES, CONTRACTS AND OTIIER RECORDS: Lessee shall annually furnish the Commissioner of the General Land Office with its best possible estimate of oil and gas 
reserves underlying this lease or allocable to this 1c:asc and shall f'umlsh 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 miking such contracts, agreements or amendments. Such CO'lltncts and agrcemeats when n:,ccivcd by the General 
Land Office shall be held in confidence by the Gc:oeraJ Larid Office mtlcs.s othc:rwisc authorized by Lessee. All other coatracts and records pcrwning to the produdion, transportation, sale and 
marketing of the oil and ps produced Oii aid premises. mcluding the books and accounts, n:ccipts and di.scharga of all wells, tanks, pools. meters, and pipelines shall at all times be subject to 
inspection and ttamination by the CommissiOller of the General Land Office, the Attorney General, the Governor, or the representative or any of them. 
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(B) ORJI.LI C RECORDS: Wnnco oodcc of all opc:ratioo.s oo thiJ lease shall be submJncd to lhc: Commissioocr oflhc Gc:ocnl Land Oflkc by Lessee or opcntor five (S) days before 
..,..<I date,, woncovcr, ro-catry, tcmponry ahandoamcnt or plus and abandoomcnt of any wdl or wdb. Sud, wnucn DOOce to lbc Gc:ocral L&od Office sball UKludc copes of Railro.d 
Commission fonzu for appUCltioa to drill Copies of well lcsU, compldloa rcporu and pluulz,1 rcporu shall be supplied IO lhc Gc:ocral Land Office Ill the time: lhc:y are filed widi lbc Tau 
lwlroad Commluion Lcucc shall supply the Gc:ocral Land Office with any rec,ords,, mcmonoda, IICCOWlts, rq>O<U, c:urunp and cores, or other lnformadoo rdali.-c to the opc:nlioa of the 
abovo-dcscribcd prcml_scs, wblcb may be rcqucsled by the Gc:ocnl Laod Officc. in edd,tioo to lhor,c bc:rct11 c:xprc:ss1y prov1ded for. Lcucc Jball llaYC an doe111cal imdlor radio.cavity survey 
mo.de on the bore-bole .«don, from lbc buc oflbc swucc casin1 IO 1bc total dc:pcb o(.,dJ, of all wells drilled oa the~ dcsaibcd prcmisa and sball trmsmic a true copy o(lbe 1o1 of cacb 
survey oo each wcll lO lbc GcncnJ Land Office within fiflecn (IS) days al\cr lhc malcill1 of wd sutwy. 

(Q PENAL TIES: Lcucc shall lnc:ur a penalty wbcncva- reports. docwnenu or other mJatcrials are aot filed lD the Gc:ocnJ Land Office wbc:o due:. The penalty for late: filina shall be let 

by lhc GcncnJ I.And Office admlnutrati.-c Nie wblc:b Is cffccuvc oa lhe dale when the matcnals were due in lhc GcncnJ I.And Office 

1. RETAJNED ACRE.ACE: Nocwilhsundln1 any provision of this lease 10 the cootnty, al\cr a well producing or capable of Pf0ducln1 oil or ps bas been completed oo the leased 
prcmiJc:s, Lessee aball cxm:ise the diligence of a lQSOftably prudent opcn.1or 111 dnlllna suc:b addlbonal well or wells u may be IQSOftably DOCCSl&I')' for the proper development of the lc:ascd 
prcmiJa and in marltctlng the productlon thct'COCl. 

(A) VERTI L: Ln the evmt thiJ lcuc Is in force and effect two (2) years al\cr the ClQ)U"lllOO dale of lhe primary or cxkndcd tam 11 aball thca terminate u IO all of the lcued premiics, 
EXCEPT (1) ~O la'CS SWTOUDdi111 each oil well capable of produclna in l)e)'UII quanbbes and 320 la'CS 1WTOW1dui1 each ps wdl capable or produana 1n l)ll)'UII quaouucs ('llldudin1 a shut, 
in oil or ps well u provided in Parqrapb 11 bcroof), or a well upoo wblcb Lcucc Is then enPlcd in coo1111uow dnlling or rcwor'cna opcraoons, or (2) the number of aacs lllcludcd 1n a 
producin1 pooled urut pw'IUlllt to Nanni R.aollrca Code Sccaons H.1'1·H.IH, or (3) such IJWCI' or lesser number of atnJ u may Ihm be allocated for productioo pwl)Old to a pnnaoa 
....Jt (or each suc:b pn,duc:in1 well llDclcr the Nies and rcsulatioo.s of the RAiiroad Commusioa o( Tcx.u, or any suc:ccss« agc:ocy, or other pcmmcat.al authonty baY\tll jurud,ct1on. WilhlD 
90 day, or• pertial tc:rmln.atioa of thiJ lc:asc in iw:cordancc with thiJ subpnsnpb and upoo peymcnt or the muumum fllia1 fee Kl by GcncnJ Land Office Nies lD dfcc:1 at the time oC the 
pm,ti&l tamlnatioa. L.c:uec sb&JJ llaYC lhc risht to obcaln a surface lea... for inpus and •vcss oo and aaou the lcrlJlUWal portioo or the leased pnmlJc:a u may be rc&IOll&bly aec:cssaty for the 
coodnucd opcndoo of the poruoo.s of the lcuc remaining in force md dfcct. If Lcucc fails to apply for a AlrUoCC lc:asc within the 90 day pcnod specified ~ Lcsscc may apply for a 
aafacc lease Crom the I.And Office, but the Laod Commwioaer bas the diMfflioa lO srant or deny IUCb applica11oa and to act the fee for sucb IUlfacc lease. 

(B) IIORlWNT AL: In the evmt this lc:asc Is in force and effect !WO (2) year, al\cr the ciq,ndoo dale oC the pnm.ary or cxtmdcd t.crm it aball fluthcr tc:rmuwe u to all depths below 
100 rca below the total dc:pcb dnlled (bc:rdna.t\er "deeper depths1 in each wcU loc:ated oo acreqe rcwned 1n Pan.cnPb 1 (A) aboYe., unless oa or bd'orc !WO (l) yCM'I afla the pnm.aty or 
CXlcodcd tam Lcucc p11ys 111 &mOWl.t equal IO oae-hal( (1/2) or the boo111 oriainaJJy paid u coaddcnlioa for this lc:asc (u spc,aJied oa peae I ba'DO(). If suc:b amowu Is pe.,d, this lc:asc lhall 
be in foroc and cffcc:1 u IO sucb deeper dcpdu. and u.id t.crminatioa abaJJ be delayed for an additional period o(IWO (2) ycan and so 1001 thcrcal\cr u otl or ps Is produced in peyio1 quantities 
&om such deeper dcp(hJ covered by this lc:asc 

(Q IOENTIFlCATION ANO FlLINC: The surface aacaae retained hereunder u to each well Jball. u oc:arly u prxdcal, be in the fonn ofa "I\W'e with the wdl located in the center 
tbcroo(. or aucb ocher shape as may be approved by the School Land Board. Within thiny (30) days al\cr puti&I t.crminatioo of this lease u provided b.cttin, Lcucc abaJJ c:xccu1.c and record a 
n:lc:asc or releases conLllnio1 a uilifactO()' lcpl dc:scripdon of the .c:rcaae and/or depths DOI rcuilled bcmmdcr. The rcc«dcd release, or a ccrufied copy of same, abaJJ be filed in the GcncnJ 
Land Officc. accompaoied by lbe flliag fee prcscn'bcd by the Gcncnl I.And Office Nies in e!TCCI oa lbc dale the release is filed. If LcsJcc CallJ or rdilsa to execute md record sucb release or 
rclcasa witbln o.lncty (90) day, all.« being requested IO do ,o by the GcncnJ Land Office, thai the Commwioocr al bi.a tole duactioo may dcsiptc by wnl!Cl insaumcnl the acreage imdlor 
dqxb.J IO be released bcrcwlclcr Ille! record such insaumcnl al LcsJcc', cxpmsc in the county or counties wbcrc the: lease Is loc:aicd and in lhc official rocords of thc GcncnJ Land Office and 
sucb dcsip.alioo abaJJ be buldin1 upoa Lcssec for all purpoecs. It at any tame afla the dfcc:t1vc date oC the pertial tcrminadoo provuioaa bcrcoC. the applicable 6dd nud .-c chanced or the 
wdl or wells located ~ are roclusified IO that less acrca.ae Is thcreaJ\cr allocated to u.id wcU or wells for production purposes. thiJ lease abaJJ thcrevpoo lfflDlnau u IO all acreage oot 
lbcrc:a.l\.cr allocat.cd IO u.id well or wdll for produc:boo pwpc)KI. 

I. OFFSET WELLS: It oil and/or ps ahould be produced in commcrcl&I qucdtia from a wdJ loc:atcd oa land pnvaldy owned or oo Stale land leased at a lesser ...,,..ity, which well ii 
within ooc thousand (1,000) (CCI of the area lndudcd bcrcio, or wblcb weU Is clnln.in1 the area oovcrcd by thiJ lease, the LcsJcc sba1I. withlD aiXIy (60) day, al\a auc:b lniral producnoa !'J"Om 
tbc ~ wdl or thc wdJ locaLcd witbln ooc thou.smd ( 1,000) (CCI Crom the .-ca covcrcd by this lc&sc bcp.o lo aood faith and proM>CUte dill gently Ibo drillinJ of an oft'.JC( wdJ oa the .-ca 
covcrcd by lhiJ lease. and such office wdJ aball be drilled IO suc:b depth as may be nccasmy to preYall the undue dnio.ap of the area covered by tbi.a lease., md thc I-. man.a,cr or driller 
lhall """ all means ooocumy ID a aood wtb effort to mw sucb olIJc( wdl produoc oil attd/or pa ID commcrd&I quantities. Oaly upoa the clcla1ziiulioa of the Cccnmlssloaa and wilh his 
wrinca approval, may the peymcot of a compc,uator)' ...,,..ity winy the obllptioa IO drill III ofuct wdJ or wclll r.,quin,d under thu Pan.cnPb 

, . ORV 1101..F.JCESSA TION OP PRODUCTION DURINC PRJMARV T£RM: I!, durlna lhe primary 1cr111 bcroo( and prior to diJcovay and productioa of oil or pa oo u.id land. 
LesKc aboold drlU a dry bole or boles tbcrcon, or if durlna the primary 1ctm bc:rcof and al\cr the diJcovay and ldUal produc:doo of oil or ps from lhe leased pn:mucs IUc:b producdoo thereof 
shooJd ccaJC from 111y cawc, thiJ lc:asc ah.all aot lfflDlnau if oa or bdorc lhe ciq,ndoo o( aiXIy (60) days Crom date of complctloa o( said dry bole or CCU&lioa of producdoo l..cssec 
commcnccs additlonal drilli.o1 or rcwon:I.Dg opc:ratioo.s thcroon, or p.ys or taidcn the ocxt annual delay rental in the wne manner u prov1dcd in thla lease. I.(. durln1 lhc last y- o( lbc 
primary lam or witbln aiXIy (60) days prior 11><:mo, a dry bole be complCICd and a.blodoocd, or the production of oil or ps should ccaJC for my cause, LesKc'1 righu abalJ rc:main in full force 
and dfCCII without Cunhcr opc:ratioa, 11Dtil the ap1rwdoa of the primary term; Ille! U' Lcssec bas DOI rcaamed production lo peyu1g quantities II die cxpindoa or the primary lam., Lc:sscc may 
malntaln tbu lca.tc by oooduc:tin1 additloaal drilling or rcworldn1 opc:ratioaa punuaot IO Parqrapb 10, 11SU1J the ap1rwdoa of the primary 1cr111 u the dale of ccuaiioo of productioa under 
Pan.cnPb 10. Should the lint wdJ or ray subscqueot wdJ drilled oo thc above dcacribod Lmd be complCICd as a shut-in oil or ps well witlwi the pnmary t.crm IM:roo{, Lc:sscc may resume 
peymcnt ol the annual rental lo the same m.mncr u provided bcrdn oo or bdore the rental peymJ date followin1 the cxpindoo o( aiXIy (60) day, from the date o( cmnplctloo o( IUdl ab.ut-ai oil 
or~ well Mld upon thc !allure to man ouch p,rymcat,, lhiJ lease aball Ii- Cacco terminate. If ll the cxpindoo o( the primary term or any time thcrcal\cr a shut-I.a oil or ps wdJ u located oo 
the~ psmlscs peymcnu may be made ill eooordllocc wil.b thc shut-in provisions bcroof • 

• •• 
~fl# ,oll6SATION, DRJLUNC, AND REWOR.KINC: If, ol\cr the ciq,ndoo of the primary term, producdoo o( oil or ps from the leased prc:miscs. al\cr - obWncd. sbculd cc:uc 

6'oaa-r ~ . lhiJ lcuc ah&1I - tcrmlll&lc if LcsJcc commcaccs additional drillln1 or rcwor1cln1 opcndoaa witbln dxty (60) day, ol\cr IUCb ccualioa. md this lcuc sba.11 rcm.ain in full 
force pl dfect for IO locii as IUCb opcndoo.s cootinuc in aood faith and In wor1cmanlikc mat111Ct without intcnvpdCJ111 totalina more than aiXIy (60) dayl. If IUCb drilliDa or rcwor1do1 
opcndoo., raulc in the pnxluc:tloo ol oil or ps, the lcuc shall rctnAln In fu.11 fore. and dfect for ,o loa1 u oil or ps u produced Crom the lcucd prcmucs in psyuiJ quctldes or pmymcat of 
lh111-m•:f J ps well royalties or p,iyment o(compcnsalOI')' royaltld Is made u provided bcrdn or u provided by Law. lfthe drilliDa or rcwor1dn1 opc:ratioo.s ruult in the complcdoa of a wdl 
u I ~ c., lhc lease will DOt t.cnnlnalc iflhc l..c:uec commcoca addidooal drillin1 or rcworldn1 opcradoo.s within aiXIy (60) days al\cr the complctloo of the wcU u a dry bole. md thiJ lc:ase 
w,!lm-Jitln cf!'CCI ao locii u Lcucc continues drilling or rcwor'cn& opc:rati.OIII in aood faith and in • wor1aoanlikc maruicr Without in1em1pdoo.s IOWlna more than sooy (60) dayl. l..csscc 
sh.a'l-ci:C Minco oodce IO the GcncnJ Land Office within tbiny (30) day, of any ccuatloo of production. 

11. •SllUT· lN ROY AL TIES: For purpoacs oftbu pen.graph. ·wcU" means any well that bas been u.tlped a wcU number by the IUtc agency baVUJ&JwiJdlc:tioo over the produc:tioo o( ofl 
an4 P3~ lt..at any time ol\er the ciq,ndoa of the primory term of • lease that, llDtil bcln1 abut in. wu bcln1 malntalned in force and dfOQ. • wcU cap&blc of PfOduclll1 oil or ps in pll)'UII 
quarft.'11ts,S loeated oo the leased prcml,cs, but oil or ps Is DOI bclng producc,d for lack of lllitable producdoa (Ki!jties or lacl: of a lllitable marnt.. thco LcsJcc may ~ u • abut-in oil or ps 
ror.aJ.iy Fl,.ft'OU.Ot equal to double lbc annual rental provided in lhe lease, but noc less than Sl,200 • y- for acb well capable ofprodu=a oil or ps in pll}'UlJ quantities. To be dfoc:dvc, 
~llal.buc-!n oil or ps ...,,..ity m1111 be paid oo or bdorc: (I) the aplradoa oftbe primory tam. (2) 60 da)'I ol\cr lbc Lcucc ocucs IO produce oO or ps Crom the lc&Scd prc:miscs. or (3) 
60 day, a1let 1..csscc complacs a drillina « rcworldna opc:ratioo in accordance with tbe leuc provisions; wblcbeYcr date Is 1"'at. It the sbu1-in oil « p.a royalty Is pe.ld, the lca,c aba!J be 
coculdacd IO be a produdn1 lea... aod the payment abaJJ CXleDd the 1cr111 of the lease for a period of ooc ycar from the end of the pnmary t.crm, or from the f1nl day of the mooth follOWlDI die 
month in wblc:b producdoa ceased, and, ol\cr that, I( no suitable producdoa (adlitics or suitable mane.ct for the oil or ps cxiau, l..cucc may extend the lcuo (or (our more IIICCCSSI~ periods of 
one (I) year by payu,1 the aame &mOUDt cacb yar oa or bd'ore the aplradoo o( each abut-m year 

12. COMP£N TORY ROYALTIES: If, durin& thc period the lease la l<cpc ID dToa by pll)'IDCDt o(lbc abut-u, oil or ps royalty, oil or psis a.old and dd,\'U'OCI lo pa}'UII quaoubcs 
from I well located wilhio 00C thousand ( 1,000) (CCI O( the leased IJfCfflOO and complCICd in the llllllle produdnl rescrvou-, or in ID)' C:UC in wbJc:b lhinaac iJ ~F"WIUC: IO 
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maintain the lease by paying the abut-in oil er ,as royalty ah.all cease. but the 1cue ah.all remain cff'cetiw: for the remainder of the year for which the royalty bas bcc:a. paid. The Lessee may 
~tain lbe ~ for fOQt more ~w: :ycan by ~ ~g com~ royalty at the royalty rate provided in the ~ of the market nlue of produ~oa from the well causing the 
drmnagc or which ls completed m the same producing reservou- and 'Wlthi.D. ooe thou.sand (1,000) feet of the leased preauscs. The compensatory royalty II to be paid moath!y lo the 
Commissionu beginning on or before the Ja.si: day of the moalh following the moath ia which the oil or gas is produced from tbe well causing the drainage or that is completed ia the aatne 
poducing rcsc:rvoir and located witb.ia ooe thousand (l,000) feet of the leased premises; if the compensatory royalty paid ia any 12-month period is in IQ amount less Ihm the annual shut-in 
oil or ps royalty, Lessee shall pay an amount c,qual to the cliff'c:rcocc within thirty (30) days from the c:od of the 12-month period; and none of these provisions will relieve Lessee of the 
obliption of reasonable deYelopmenl nor the obligation to drill offset wells a.s provided in N.R.C. Section 52.034; however, at the detenninatioa of the Commissioo.cr, and with the 
Ccmmissioner's written. appronl. the paymcn.l of compensatory royalties shall satisfy the obligation to drill offset wells. c.ompcnsa10ry royalty payulcn.ts which arc not timely paid will acaue 
penalty and interest in ICCOrdancc with Paragraph 5 of this lease. 

13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas b.a.s not been obtained on the leased premises hut drilling operations arc being conducted 
thereon in good faith and in • good and WOOCID.antike mann.er, Lessee may, on 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• thirty (30) day extc:nsioo of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) it this lease covers six hundred forty 
(640) acres or less and Six Thousand Dollan ($6,000.00) if this lease coven more thaa six hundred forty (640) acres and the Commissioner shall, in writing. extend this lease for a thirty (30) 
day period from and after the expiration of the primary term and so long thereafter as oil or gas is produced in paying quantities.; provided further, that.l.cssec may, so loog as such drilling 
operations arc being conducted make like application and payment during any thirty (30) day extended period for IQ additional extension of thirty (30) days and, upoa receipt of such 
appl.icatioa and paymcn.t, lbe Commissiooer shall, in writing. again extend thiJ lcue so th.at same shall remain in force for such additional thirty (30) day period and so long thcreaftc:r as oil or 
gu is produced in paying quantities; provided, however, that this lca.sc shall DOt be cxtcn.dcd for more than • total of three hundred ninety (390) days &om and after the expiration of the 
primary term unless production in paying quantities h.u bcc:a. obtained. 

l.C.. USE OF WATERi SURFACE: Lessee shall have the right to use water produced on said land noccssaty for opentions hereunder and solely upon the leased premises; pwidcd, 
howewr, Lessee shall DOt use potable water or water suitable tor livcstocSc or irrigation purposes for water Oood operations without the prior written conscn.t of Lessor. Subject to its obligation 
IO psy surl'ace damages, Lessee shall have the right to use so much of the sw:face of the I.and th.at may be rea.sonably ncees:wy for drilling and opeming wells and bmlsporti.ng and marketing 
die production thc:rcfrom, such use to be conducted under conditions of lea.st injury to the surface of the I.and. Lessee shall pay surl'acc damages in an amount set by the General Land Office 
fee schedule which is effective oo the date when the activity requiring the paymcn.t of surface damages occurs. 

15. POLLtrrION: In developing this area, Lessee shall use the hlghest degree of care and all proper safeguards to prevent pollution. Without limiting tho foregoing. pollution of coastal 
wedmds, natunJ waterways, rivers and impounded_ water shall be prevented by the use of containment facilities sufficient to prevent spill.age. seepage or ground water contamination. Ia. the 
eveot of pollutioa, Lcsscc shall nse all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. 

(A) UPLANDS: Lessee shall bw1d and maintain fences around its slush, sump, and drainage pits and tank batteries so a.s to protect livestock against loss, damage or injury; and upoa 
completion or abandonmcn.t of any well ~ 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 ducharge of 10lid waste or garbage shall be allowed into State watcn from any drilliDg or support vessels, production platform, crew or supply boat, 
bmge, jack-up rig or other equipment located oa tho leased area. Solid waste shall include but shall not be limited to containcn. cquipmcn.t, rubbish, plastic, glass, and any odier man-made 
DOD-biodegradable items. A sigi1 must be displayed in a high traffic area oa all wsscls and m.an.aod platforms stating. ~ or any solid waste or garbage into Stato Waters from vessels 
or platforms is strictfy prohibited md may subject • State ofTc:us lease to forfeiture.• Such statement shall be in lettering of at lta.1t ~ ~ in size. 

(C) RIVERS: To the cxtcn.t necessary to prevent pollution, the provisions found in subsections(•) and (bj or this paragraph Iha.II ~so apply to rivers and~ 

(D) PENAL TY: Failure to comply with the requirements of this provision may result in lhe maximllm pcnaity'anowcd by law including forfeiture of the lease. Lessee shall be liable for 
the damages caused by such failure md IDY costs and expenses incurred in deaning areas affected by the discharged waste. 

16. WENTIFICA TION MARKERS: Lcuce shall erect. at a distance not lo exceed twcnty·fiw: (2S) feet from each well oo. the premises covered by this lease, a legi"ble sign on which 
shall bo stated the name of the opmtor, the lease designation and lbe well number. Where two or more wells Oil the same lease or where wells oo. two or more lcucs are connected to tho same 
tank battery. whether by iDdividual Dow tine cooncctiom dim;t to the tank or tmb or by nsc of a multiple header system. each line bctwccn each well and such bmk or header shall be lcgi"bly 
identified at all times, either by • firmly attached tag or plate or IQ identification properly painted oo such line at a distance· ace to exceed three (3) feet from such tank or header connection. 
Said signs. tags, plates or other identification mad:en shalt be maintained in a lcgi'ble conditioa throughout the tc:rm of this lea.,c. 

17. ASSIGNMENTS: The lease may be transferred at IDY time. AD tnmsf'en mu.st reference the lease by the file number and must be recorded in the county where the area is located, and 
the rccordod lnmfer or a copy certified to by the County Oc:rk of the county where the transfer is mcordcd must be filed in the Gcneml Land Office within ninety (90) day, of the execution 
date, u provided by N.R.C. Sectioa 52.026, -=companied by the filing fee presa,'bed by lhe Gcnen1 Land Office rules in effect oa the date of receipt by the Gcncm Lmd Office of such 
transfer er certified copy tbcrcof'. Every trlllsfcrce shall succcod to all rights and be subject to all obligations. liabilities, and penalties owed to the Sate by the original lessee or any prior 
tnmf'cree of the lease, including my liabilities to the state !or anpaid royalties. 

ll. RELEASES: Lcsscc may release the rights granted bcm.mdc:r to the State at any time by recording the release in tbe county where this area is situated and filing the recorded release or 
certified copy of Ame in the Gmenl Land Office within ninety (90) days after its execution accompanied by the filing fee prc:sa,.1,cd by the Genend Land Office rules in effect oa the date of 
receipt by the Gmenl I.and Office of such release or certified copy thereat Such release will not have the cff'cct of releasing Lessee from any liability lhcmoforc acaued in f'£vor of the Stite. 

••• 
19, LIEN: In accordancc with N..R.C. Section 52.136, the State shall have • first lien. upoa all oil and ps produced &om tho area eovcrcd by this lcue to sccun, paymcn.t of .ft ...a• 

royalty and other sums ofmoacy th.at may become due under this lease. By acccptanoe of this lease, Lessee grants the State, in addition to the lien. provided by N.R.C. Scctioa. 52.136 -;4w 
other applicable statutory lien, m express coatnctual. lien oa and security interest in all lea..sed minerals in and extracted from the lea.a premises. all proceeds which may accrue ti Lts¥f• 
&om the ale of IUCb. lcascd minc:rals. whether 1Uch proceeds arc held by Lessee or by I third party, and all fixtures on and improvements to the leased prcmi5es used in connection with ihC 
Jll'()ducdoa or processing otsuch lca.scd mincnJ.s in order IO secure the payment of all royalties or other amounts due or to become due under this lease and to ICCUI'C payment of any damage/or 
lost Ibid: Lener may suff'cr by reuoa of Lcsscc's breach of any coven.ant or condition of this lcue, whether express or implied. This lien and sccwity interest may be forcd~fi'O' 
witboat court proceedings in the manner provided in the Ti~e t. Oiaptcr 9 of the T c:xu Business l:lld Commerce Code. Lessee agrees that the Commissioner may require Lessee to ex~ • 
IOd rocord """' lnsuumcnts " m>y be .....mbly aeca,a,y to lclmowtodse, lttach « paf«1 lhil Ueu. i....cc hereby repr=nu 111&1 lhcrc on: no prior or supcrlor Ueo.s Irising Ivm 111d 
rd.atiu.a; to Lcssce's lCtivities upoa the abo,e d:,cnocd property or from Lessee'• acquisition of this lease. Should the Commissioner at any time determine that this rq,resentatioo is r~. 
thea the Commissioaer may declare this lcue forfeited u provided bcmn. 

• 
:ZO. FORFErnJRE: lfl..essce shall w1 or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or III authoriz.cd agcn.t should mowin~ • 

IIIY fabe mum or fabe report conceming productioa 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~ 
ldoptcd by the Commissioner of lhe Gcn.c:n1 Laod Office, or if Lcssoc should fail to file reports in the manner required by law or fail to comply with rules and regulatioas promuJ~ by the 
Gcn.cnI La:nd Office, the School Lmd Board. or the Railroad Commission. or refuse the proper authority access to the records pertaining to operations. or if Lessee or an auth~ • 
sbou.ld knowingly wl or refuse to giw: correct inf ormatioa to the proper authority• or knowingly fail or refux to furnish the General Land Office a correct log of any well, er lf l..cs:sc:c shalf 
bowingly violate my of the material provisions of this lcuc, or if this lcasc is assigned and the wignma,.t is not filed in the General Larad Office as required by law, the rights acquired under 
this lcuo shall be subject to forfeiture by the Commissioner, and he shall forfeit aame when. sufficieady informed of the facts which authoriu: a forfeiture, aad when. forfeited the area sbs;8 
again be subject to lease to the highest bidder, under the same regulations controlling tho original aale of leases. However, nothing herein shall be construed u waiVW.g the automatic 
termination of this lease by opcn:tion of law or by reasoa of any special limitation arising hcmmder. Forfeitures may be set a.side and this lease and all rights thereunder relnstalcd before the 
rights of another intc:rvcne 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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l I. RIVERlltD TRACI'S: lo tbc ovcnt thiJ lease ~ a nvubcd, Lessee iJ bcnby ipCClfically snotcd tbc ncl>t of C11110C11t domain and coodcmnanon a.s Pf"<Mded f"' ill N.R.C 
Sec:doru 52 091-Yl 093, u a part o( tbc coosldcndon movtna to~ fOI' tbc covaw,t.s bcm.o mllde by Lessee · 

ll. APPLICABLE LAWS ANO ORJLLINC R£STIUCTIONS: Thu lcuc shaJJ be avbjcct to all nales and rcsuJations, and amcndmc:nu lhc:rcto. promwp!od by the Com.mwiooa of 
d>c Gcocnl Land Office IOVfflUlll dnlhna and produana opcnworu °" Permanent Free School Land specifically indudina any nalcs promwpted dial rclale 10 pl~ of opcntioiu, pay,ncui of 
royalties. and audirina proc:c,dwcs. and shall be subjCld to all other valid IW\ltes, rules, rcsutati001- ordcn and orduw>ccs dial may atTCCI opcnlloru wider the provu:ioru o(lhu leuc. Without 
limiting the sc:ncnlity of the fon:aoins. Lcsscc hereby IIJ'CCJ, by the aoocpWICC o< tbiJ leuc, to be bound by and subjea to all IW\IIOf'Y and rcCUWOl'Y provWons rclatin' to the Gc:ncraJ I.and 
Officc'1 audit blllilla DO<icc and audit bcarlngs pn,ccdurcs. Said provuloru arc CWTC'lltly found a1 l I Tc:xu Administnlive Code. Oiapccr •. and T c:xu Natural R.esourca Code Scctioru 52. l ll 
md .Sl.137 through .sl.140. In the cvc:nt thb lcuc COYCn land franchised°' leased °' othcrwiJe used by a navlptioo disuict °' by the United Swcs '"' the pwposc o( naviptioo "'other 
purpose lncidctu to the opcntloo of a pon. tbc:n Lc:sscoe d>all ftO( be mulled 10 enter Of' poqess suc.h land without p,iDf' approval a.s provided under Scctioo 61 117 of the Tc:xu Waicr Code, but 
Lcsscc shall be mtitled to clcvclop such land '°' oil and Pl by dlrcc:tlocw clnUins; provided, bowevcr, tbal no swfacc dn1Jina locadoo may be ocan:r than 660 feet and special pcrmissioo from 
the Commiuloocr of the OcncraJ I.Md Office lJ occcssary to make any surface loca.uoo nearer tbmi l, 160 feet measured al ricl>t an&les Crom the oearcs1 bulkhead I.me "' from the Datcll 

dredged bollom edge of any channel, alop, "'lw1WII buin which bu bcCD authorized by the Uaitcd Swes a.s a federal projea for f\nun: COIWNctJOO. Yt1ucbevcr b ocarcr 

13. REMOVAL OF £QUIP IBNT: Upoo tbc tcnninalloo of tbiJ lease (OI' any uuse, Lcsscc lhaJJ DOI, in any cvcut. be permitted to remove the cuu,' °' any part of the cquipmC111 from 
u y produdna. dry, "' abandooed we.II Of' v.c.llJ without the wnnm COClSCDt of the Commo.woocr of the GcocnJ Land Office "' bit autboriud rcprcsaitaavc, oor lha.lJ Lessee, without the 
wnttco cocuait o( Aid Commiuloocr Of' bb autboru:cd rq,racowivc tcmOYC from tbc lcuccl prcmlJcs the CUUII °' any other cquipmmt. nwcnal, macluncry, applia.oca °' propcny owned 
by Lessee and used by La.soc in the devdopmcn1 and productJoo o( ocl "' au tbcrcCrom unul all dry Of' lbandooed wc.llJ blvc b«:o pluqed and unul all alusb "' rcl'use pits bl,c bccn properly 
filled and all broken or dlsardcd lumber, machinery, or ddxu shall ba,c been removed from the prcuuscs to the sansflctloo oftbc aaid Commiuioocr or hu authonz.cd rqnsc:owivc. 

l4. FORC£ MAJl:URt: Should Lessee be pn:vcatcd from comply!na with any express°' implied c:ovccan1 of tbu lease. from cooducuna dnltina opcnworu th~"' from proc1ucui1 
oil ..,,JI°' au therefrom. aJ\cr dl'on made in aood faith, by 1U100 of war, rcbcllioo. riou, 111'\kcs, 6ta, acu o( God Of' aay order, rule "' rcsuwJoo o( aovcmmental autbonty, thm while ao 
prcvcutcd, Lessee's oblipdoo to comply wilb suc:b covenant shall be IUSpC'Odcd upoo proper and sarlsfacto,y proof prcscotcd to the Commiuioacr o( the GcocraJ Land Office ill suppon o( 
Lessee'• con1e11doo and Loeucc shall DOI be liabl .. for damages '"' failure to comply therewith (cxccp< Iii the cvcol o( lease opcnworu suspc:odcd a.s provided io the rules and rcsuJatiOOJ 
.cloptcd by the School Land Doard); and tbiJ lease shall be extended whil'° and ao 1001 a.s Les.Ice iJ prewntcd, by any such caL11C, from dnlllna. reworlcin1 opcnwons or producina oil aod.'Of' 

au Crom the !cased prcmlsa; provided, bowr:Yff, tbal oothina herein-shall be coostn1cd to suspend the paymmt of rcntab durina the primary"' cxtcoded term, oor to abridge Lessee's riaht to a 
suspcnsloo under any applicable Qm'Utc o( th!J Swc. 

lS. LUSE SECURITY: Les.Ice shall take the hlghcsl degree o( care Mid all proper aafcsuu,11 to prou,a said prcmlsca and to prevent then of oil, ps, and ocha bydrocltt>oal produced 
Crom said leuc. Tbb lndudcs., but u DOC limited to, tbc Ulllalladoo o( &II occcss.y equipment. scalJ, locla, °' other appropnatc proleC(Jvc devices oo "' a1 all access points a1 the lease's 
produaloo. ptbcrina md IIOl'qe l)'llal1I wbcrc tbdl o(bydroc:atboru can occur. Lessee shall be liable'"' the lou of any bycltOcarbonJ rcsulll.ftl from tbcf\ and shall pey the Swe of Texas 
royal des thCT'OOO a.s provided b= oo &11 oil, ps Of' ocher bydroc:atboru IOI( by reuoa of thdl. 

16. R£DUCTION OP PA YME!(TS: lf, durina the prima,y lerm, a pOl'tion of the laad covered by !his lease iJ mcludcd W1tbui the bowldarics of a pooled unit dial bu bcco approved by 
the Sc:bool Land Doan! io acc:ordaoce with Nanni Raowws Code ScctiOOJ Sl. U I ·S2. I SJ, Of' if. al any time aJ\cr tbc cxptntloo o( the pnmuy t.crm °' the CXleDded t.crm, thiJ lease co..crs a 
lesser number o( acres lhllD tbc total amount described bcrdn. payments dial arc made oo a per acre beslJ bcmindcr shall be reduced acconilft1 to the number o( acrcs pooled, released, 
IW1'Cl'Mlcn,d, Of' otbcrwbc ecvcrcd. ao tbal payments determined oo a per acre basiJ under the t.cmu of tbiJ lease dunna the prima,y term shaJl be calc:ulatcd based upon the number of acres 
out.side the boulldaries of a pooled unit. °'• if a.l\cr tbc cxpi,-tioo of the prima,y t.crm, the number of ac:rca actually rctaifted and covered by tbiJ IUJC. 

17. SU C£SSORS ANO ASSICNS: The covcnant.s, coodltioru and agrecmmts ooolAlncd bcrdo shall cxtcod to and be b!ndina upon the bdn., executors, admlnJSU'aton, ~ °' 
a.ssi!PU or Lcuce bc:rd.a. 

l4. ANTIQllm£.S 000 £: ID the cvcut tbal m y (CalW'C of arcbcoloaleal "'historical inicrc:st iJ cocow,lercd clunna the acdviucs authorized by tbiJ lea.se, Lessee will immodialdy c:cuc 
acdvities and will immeclutely DOtify the OcncraJ Land Office and the Tc:xu Hillorlcal Commwlon ao that adequate mcuurcs may be undcrtah:o to prouct or rocov,cr JUCb daoovcrics or 
findio.p, as approprialc. 1i..cS1cc u cxprcss.ly placed oa ootice oflbc National Hislorical Prac:rva.tion Ace ol 1966 (PB-19-66, IO Stanrtc 91$; 16 U.S.C.A. •70). Les.Ice m.alJ c:aoply With tbc 
Antiquities Code ofTc:xa.s., Cb8ptcr 191, Natunl R.c:sources Code, u amcodcd. 

1'. V£N\JE: Les.tor and I-, mcludina lcucc'1 IUCICCUOf"I and a.ssia,u. bcrcby agree tbal vaiuc '"' aoy duputc IIIUIIII out of a provuiOD of tliiJ lease. wbdhcr apreu "' iaipllcd, 
rcprdina lnu,prcwioa of tbiJ lease,°' rclatin1 in aoy wry to tliiJ lease"' to applicable cue law, IUl\ltes, "'edminisnovc rules. shall be m a ooun o( compctcDt juriJdicuon locatcd io TniviJ 
County, Swc o(Tcx.u. 

JO. LU.SE FlLINC: l'unuanl to Oiapccr 9 o<the Tex. Dus. & Com. Code, tb1J lease mUSl be filed ofrccotd lo the office o(the County Ocrlc in any county in v.1uch all°' any part of the 
leased premises iJ located,, and ccrtified copla thereof mUSl be filed in the GcnenJ I.Md Office The prescribed filina fee lh.aJI accompany the certified cop,a scol to the Ocncnl Land Office. 

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

••• • • • .... 
• ...... 

• • 
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3L EXEetrrION: This oil aud gas Jeue must be signed and acknowledged by the Lessoc before it is filed of record in the county records and in the General l...and Office or the State r 
T...,_ o 

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

~:~·~~c. 
Dan P. Colwell 

TITLE:.~--~Y~i~c~•~P~c~•~s~fd~·~a~t~-'-'l~auo~d~ 

DATE,, ___ ~S~e~p~te~m~b~e~r_.2=5~1_,_19~9~8,__ __ 

d Office of the State ofTexas under the seal of the Genenl Land Office. 

STATE OF __ ..cT.:E"'XA"'S'------ (CORPORATION ACKNOWLEDGMENT) 

COVNIY OF_~M~l~D~L~A~N~D ____ _ 

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

Jmow,, 10me10bclhepcnoowboseamnels sub=oedlOlhe ron,goinginstnlmeo~as. __ V_I C_E_P_R_E_S_I D_E_N_T_-_LA_N_D _____ ~or TI TAN RESOURCES I, INC., 

_G_e_n_e_ra_l_P_a_r_t_n_e_r_o_f_T_I_T_A_N_R_E_S_O_U_R_C_E_S.:., _L_._P_. ___________ ,m<I ocla>owlcd8"1 tom, that he "''''"cd lhe wnc 

for the purposes and coosidcntioa therein expressed. in the capacity stated,. and as the act and deed of said ccxporat{on. 

,i,,-or-=Sept==--ember -74.---,-,,,C,,.., .. ~2Ll-~ 
Notary~.<-------~----­

25th 

v' ,,. 

(INDIVIDUAL ACKNOWLEDGMENT) 

COVNIYOF __________ _ 

B<fon: me, lhe 1111denigncd lllthorily, OD Ibis ,lay personally ,ppeared __________________ _ 

known to me to be the persons whose names are subscnocd to the foregoing instrument. md acl:now!cdgcd to me that they executed the 
same for the pmposcs and considcratioo. therein c:x:pressed. 

Given under my hand 1nd seal of office this the ______ ,day of _____________ ~19 _____ . 

••• • • • •• • 
•••• • • • • • • 

• 
•••• • •••• 
• •••••• • • 

• 
•••• • • •••• 

-------------------;•,.... .... • • 
Notary Public in and for'-------------

6 
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. HI:: ST . .\TC OF TEXAS 

:·-• 
' 

LINDA U!!IAS. COUNTY CLERK 
CULRERSON COUNTY. TEXAS. 
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e ,ok/V 1 Page Entry County I Par uh tatf' 

TX299-109-141-000-00 78 314 51196 

ase Nim State of Texas 

Legal Oescr1ption 

•ion 31 Block 52, Public School Land Survey C'ulbere n unly Texas 

Of!1c1al Mp ot Culberson County on C1le 1n the cxaa enera ....srj :!1 

PROSPECT TX299 PARAGON 

te of Texas 
~ral Land Office 

N . 
in, 

Congress Avenue 
TX 78701 

INDIAN/ST/ 

·.: Period Beg. 08/04/1999 DELAY RENTAL 

CULBERSON TX 

08/04/98 

r,lalr,lr,g ppr x1mac.ely 640 a res e ehcr.m on the 

A 8" 1 X S 

Account Number Amount 

CHlc:-K N 100413 

,N~: • N TO DEPOSITORY You IJave been deelyn,tl'.'d au lepos,l ry ! r tile above lc11 rihcd paymer,l Ple1tsc credit the proceeds 
tti ._ ••I' •he parties named ,nd 1n the a unle tncll atcd h uld any d1ft1 ul•y C any rature arise, 00 NT R£TUR!I our check but 
mak, !,posit to the credit t re 11u•y n1tmel tr II spcc-1al a un• 1,nd 11dv1ac uB ae e nae possible !or !urthe, 1netruct1ons 

100413 
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Check # 101225 ure J... ~ ,cc.< ,,. ce ..s I ' 
I f. I~ 

ProQerty Id I MMS Eff. Date Recording Information State County/ Parish 

TX299-109-l 41 ·000·00 08/04/1998 11/21/98 BK 78 PG 314 ENTRY 51196 TEXAS Culberson 

M CJ%00 

Property Name / Lessor 

Cornm1ss1oner of the General Land Office of lhe Slate of Texas 

Property 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 

00 GJ ( ~G (i) 
l 

Payee Nam e & Address SSN/Tax Id Number 

State or Texas, acting by and through the 
Comm1ss1oner of the General Land Office Federal Tax W ithheld 
170 1'f. gress Avenue 0.00 
Aust1rf, ~ 78701 .... Account Number 

• • .... . Total Bank Charges . 0.00 . . . . . . 
Payftlent9 Period Payment Amount Bank Service Property Property 

Dut'Q~ (1n months) Description Due Charges Sub-Type Sub-Id 

08/04/2000 12 Delay Rental 640.00 0.00 

.. 
~ . -
I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

Instructions to depository. you have been designated as depository for the above described paymenl(s). Please credit the proceeds thereof to the parties 
named and 1n the amounts 1nd1caled. Should any difficulty anse, make lhe deposit 1n a special account, and contact us 1mmed1atel'1'J ~ 1Q122 5 



.... 
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Check # 102558 
Property I d / MMS Eff. Date Recording Informat ion Sta te County / Parish 

TX299 109-141-000-00 08/04/1998 11/21/98 BK 78 PG 314 ENTRY 51196 Texas Culberson 

M CJ9600 

~ 
Property Name / Lessor 

Comm1SS1oner of the General Land Office of the State of Texas 

Property Legal Description 

9lt"M11 , 2, Block 52, Public School Land Survey, Culberson County, Texas, containing approximately 640 acres as shown on the Offiaal Map of Culberson 

ColJ . on file In the Texas General Land Office, Austin, Texas 
• . .... . 
• •• . . . .... 

-
-- Payee Name & Address SSN/ Tax Id Number 

S~ tt! Pt r exas, actmg by and through the Comm1ss1oner of the General Land Office (cl(~ 1700 N. Congress Avenue Federal Tax Withheld 
Austin, TX 78701 0.00 

)( (o40 .oO 
Account Number 

'Di,.trCJ { rroit~i?C Total Bank Charges 
0.00 

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

08/04/2001 12 DELAY RENTAL 640.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 r.-, ("\ . - -
Uil.J~ ~ .J j f 

I I 0 00 0.00 

Instruct.ions to depository: you have been designated as depository for the above descnbed payment(s). Please credit the proceeds thereof lo the parties 
named and In the amounts Indicated. Should any difficulty anse, make the deposit In a speaal account, and contact US 1mmed1at~ . e 1 0 2 5 5 8 



FlleNo. }Y)poqqft,oo 1. 

By __ o_a_v1_d(?,,._lt;,__rs_1_. eo_m_m_,ss_io_n_er------! 

•••••• • • 
•••• • • •••• 

• 
•• • • • • •••• 

• 
•• • • •••• 



Check #9901462 
Property Id / MMS Eff. Date Recording Information••. State County /Parish 

TX299 109 1'\1·000·00 08/04/1998 11/21/98 BK 78 PG 314 ENTRY 51196 • • "1 Culberson . . . . . . . . . 
M 9?6C'O . . . . . . . . . . . . . . . ... 

Property Name / Lessor 

Commissioner of the General Land omce of the State of Texas 

Property Legal DescripUon 
5ectlon 32, Block 52, Public School Land Survey, Culberson County, Texas, containing approximately 640 acres as shown on the Offldal Map of Culberson 
County on me In the Texas General Land Office, Austin, Texas 

02U 4c 323 

Payee Name & Address SSN/Tax Id Number 

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

/?I 0.00 
Account Number 

Total Bank Charges 

0.00 
Payment Period Payment Amount Bank Service Property Property 
Due Date (In months) Description Due Charges Sub-Type Sub-Id 

08/04/2002 12 DELAY RENTAL 640.00 0.00 

I 
.• 

I I .. 0.00 0.00 
' . 

.c (/i) 
--. 

I I 0.00 0.00 I ""' 
UJ / ,,L/ u I -

I 

I I I - 0.00 0.00 v.. IJI 
L.- I , 

I I 0.00 0.00 

lnstructJons to depos1tory: you have been designated as depos1tory for the above descnbed payment(s). Please credit the proceeds thef"fl~ O,-lt)~ ~~ 

named and In the amounts Indicated. Should any difficulty ar1se, make the deposit In a special account, and contact us Immediately. ~ ~ U .1 q. t) 2 
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