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STATE LEASE MF099601 

CONTROL BASEFILE COUNTY 
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SURVEY 
BLOCK 
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SECTION/TRACT: 
PART 
ACRES 
DEPTH LIMITS 

LESSEE 
LEASE DATE 
PRIMARY TERM 
BONUS ($) 
RENTAL ($) 
ROYALTY 
VAR ROYALTY 

98792 CULBERSON 

PUBLIC SCHOOL LAND 
52 
00 
33 

640.00 
NO 

TITAN RESOURCES 
Aug 04 1998 
5 yrs 
16627.20 
1. 00 
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APPLI ANT 
A REEMENT 

0J9b01 

T 4, 1998 
MI c DID APPL[ A Tl 

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

I agree, if awarded a lease on the referenced tract, to comply with all tem1s 
and conditions of said lease and with all applicable laws that so govern said 
lease, as tJ1ose laws may be amended. 

APPLICANT Name .;...;_;:;.;,,;_;;___ ___________________ _ TITAN RESOURCES, L.P. 

IOENTIFI ATION 
TO APPEAR ON :....:A-=-=dd::.:...;res==.:s:..__5_00_W_. _T_E_X_A_, _S_ UrT_E_s_o_o ______ _ 
LEA E (type/print) 

AREA 
OE RIPTIO 

DCO 

M L.N 

5 

PPL[ ANT 
T ' LO. If 

(type/print below) 

F 

City M TD LANO siate TX Zip 7970 1 

Telephone ( 915) 498-8600 
(I ncludc -i4 Code) 

Culberson Public chool Land 
County(ies) _____ _ Survey/Area -----

33 {If Applicable) 640 52 
Block!Tsp. Sectionffract ____ _ 

(If Applicable) 
Acres ---

~Cash Bonus Enclosed ..,.($.:..,.) __ (type/print amount below) 

$16,627.20 

------(typc/pnnt amount below) (Ql Sales Fee Attached (S) 

$249.41 
This Sa les Fee is I - 112% of the cash bo nus as provided in ec(ion 32. 11 O of the 
Natu ra l Resources ode as amended. 

APPL[ ANT (same as above) 
TIT AN RbSOURCE , L.P. 

-
/~r.~ 

John E. Lodge 

D AM LY(A) 
Do Not include sales fee) 

rn_16, 627_. 2_0_ 

t • • t I I 
I I ' f • I I 
t ' I 

• I . ... -. 
... .. 



G " 8 _cB ose 
1 I I 
I I ~I 
I I ~ I 
I I ~ t 
I Io I 

-=-1 ,~ 
I
::, I 
<1 

i i ~ j 
I o ~ 

:i m a: 

. . . . . . . "' . .... ... . . . . . . 
• • • 

I . , . " 
• . . . . . . . . . 



" · ~tate of <!Ie 
=··~~~t, ~~ 
G - UJJJV (~ ~ 

!¢1'. usHin , 'Otexas 

OIL AND GAS LUSE 
NO. M-"601 

Wl!EREAS, punu1Dt to tbc Tc:us Nltllnl R.aolirccl Code Clllpta1 32. 33, jl , llld Cbapccr 32, Subchlpl(n A·D Md II, (said Code being ba'doaJ\cr referred to a N.ILC.). llld 1Ubjc,c:t to all 
rules llld rqulations promulptcd by the Coounlssioncr ol the Ococnl Lmd Office md/or die School umd ao..d punun tbcmo, ond all other ~c IWll1Ca aod ammdmcnts III said 
N.ILC., lhe Collowln& area, 11>-Wit 

t:CTION JJ, BLOCX 51, PUBLIC SOlOOL LAND SURVEY, C\JLB£RSON COUNJ"V, TEXAS, CO!'fl'AlNING APPROXIMATI:LV "44 ACRES AS SHOWN ON nra 
OFFICIAL MAP OP CULBERSON COUNTY O FILE IN11tt TEXAS GENERAL LAND OP'fl'ICE, AUSTIN, TEXAS, 

._., after bdna duly ldYerti,cd, offered for lase OD the 4111 day ol AP.Pl, 1'91, ll I 0:00 ddod: I.Ill., by thc Com mi ....... ol lhc Ococnl Lmd Office of lhc Stale of Tc:us llld tbc School 
Lmd 8-'d ol'lhc ~ ofTCDI, for the ,olc ond only purpmc ol'pnllpCCWI& llld clrillina Cor, llld procmclDJ oil mdlor pa tha may be found aod produced from the abow dcxnocd lr'CII; Ind 

WHEREAS, after all bids llld ranluwles whlcb wa-o ~ u;p to Ale! lime baw bcc:a duly ClOIISidcn,d by the Commlll4oacr ol lhe Ococnl umd Office llld the School umd ao..d II a rqul.w 
moc:aaa cbcno(la thc Ocacn1 Lmd Office. on the 4do day ol A~ 1'91, bcrdnafta-lhc 0 cffcetlvocble" llld • - Cound llld dclomlncd that TITAN RESOURCES, LP. wboec liM'css b 
500 W. TI:XAS, SUITt 500, MIDLAND, TX 7'70 I bad offered the blaliat llld best bid for a leuc ol lhc 1ra llboYe dcxnocd llld b, lhcttforo, entitled 10 rccdw a lcuc ~ 

NOW, TIIEREFORE. I. Gerry Ma1rO. Commissioner ol'tho Ococnl umd Office ollho Stu of Tcxu, bcrdnallcr IOlllctima rclcrrcd IO• "Lcuor," wboM addreu b Austin, Tcxu, by vinuc or 
die mtbority ...i iii - llld la oonsklc:nlloa ol tho ~c:nc by the bcrdnal\cr clcslcnatcd 1.-, the IWll of Sb:tc,n, Tho...aad Sb: llllDdffil Tw-ml)' Sevm and lOfl 00 Dollan (SI ',627.lO). 
rccclpc ol wbldl b bcnby clcnowlcdpd llld of tbc royaltla, ~11, llipulalion, llld COllditlons coo tamed llld hereby lsrccd 10 bo paid. obecrwd llld performed by 1..-, do hereby clcmbc, 
arant. ic- llld let umo the above mcntloocd bidder the c:xcloslve ricbt to pnllpCCt for, produce llld take oil Ind/or ps from the aforesaid area IIJ)Oll lhe followiog tmns mid COl!ditioos, IO'wit: 

L RLSDlVATION: There b hereby c:xcc:pccd and racrYCd 10 Leasor die full UJC of the~ OOYCrcd hereby and all rigbts with rcspccl 10 tbc aur!acc and .iblurfacc cbc:reo( for my and 
all purJ1C*1 c:x.oq,c tboeo anmcd and 10 the c:xu:nt bcrdo sr-ttcd 10 1.-, to&cehcr with die rigbts ol lagess and qrca, and UJC ol said laods by Lasor md its miDcn1 lcaka, for purJX*I or 
c:xplorla& for and pro<bina the miocnlJ wbldi arc DOt oovcrcd, or wbldi may oot be ooYCRd in the future, uodc:r lhc la1IU of this 1-, but wblcb may bo located within tbc ,urOcc bouDdllica of 
lhe lclllCld aru. All ol the rigbts la -S to tbc k:atod prcmuc:, rcwncd by l...cuar aod all oC tho risbts la IIICI to the k:atod prcmbca sr-ttcd III Lcac,c badn aba1I be c:x.crdacd la aicb a lllmllCI' tblit 
ocitbcr lha1I uncklly lnlcl'fcro with tbc opcntlons of lhe OUIC:f. 

l. TERM: Sul!joct III Ibo otb..- provisions bcrco( this 1-aba1I be for a term ol live (S) )'OSI Crom Ibo ctrecdve dale bcn,oi(bcrda mllcd "primary 1cr111")-S a loaa tbcrcall« as oil or.­
b procklocd In pl!)'UII quantities &om uld wca. 

J. DELA V Rt.NT ALS: If no wdl bo COIIIIIIOIC(t! oo lhc land bcrcby lclllCld OD or before tho lllllivcmry date or this 1-, this lease aba11 la'llll4MC u io boch pm1ics lllllcss die Lcucc OD or 
before said datuhall pmy or teodc:r to tbo Coounlssioncr oldie, Ococnl Lmd Office ol'tbo Stile ofTc:xaa • Allllin, Tcua, tbo 111111 of ON DoU. (Sl.00), pt.r acn., wblcb aba1I opcnte • raltal 
mid ClOYa' the privilep ol ddarloa lhc commcoccmeot ol a wdl for IWdvc (ll) mondu from aid date. ID like mmmer llld upon lab pcymCIDU or tmdcn lhe COIIIJIICIICCZI or• well mq be 
fur1hcr def~ for like pcrioda ol lhc mnc num bcr of moo du IUCCCUlvdy durina tbc primary tam bereoC. 

4, PRODUCTION ROY AL nr.s: Subj«:t 10 die, provisions for royall)' rocklctiolll ad out la .. bperappb (B) or thb pengnpb 4, upon produc:tioo or oil aodlor pa, tho 1- agl'CQ IO ~ 
or c:au,e 1o be peid IO the Coounialoncroftbo Ocncnl umd OfUoc la Austin, Tcua, for tho UJC and bcodit oflho Slalc orTcxu, durln1 the tam beroor. 

(A) OCL: ~ a royal!)' OD oil. wrucb ii clcfUlcd ., lndudin& all llydrocarboos produced in a li"1id form II the mouth or tho well and wo all coadaualc, distill.ale, and odier liquid 
bydrocarixm reoovcrod from oil or pt nm du'Ollgb a~ or other oquipmcot, u bcrclnafla- provided, 115 pst oC tho poa produc:tion or lho m.vk:d value tbcroo{. It tbc option of tho Lc:uor, 
.>di Yllluo IO bodctamincd by I) tbc blcbcst polled prillC, plus premium, if all)', offered or plid for oil, oondm .. e, distillate, or other li"1id bydroc:mt,ou, rapc,ctlvdy, ofa like type and psvil)' 
la lhe gmeraJ 1ra wbcre produced and wbca nui. or l) tho blgbclt nwut price cbc:reo( offered or paid in lhe gcocnl 1ra wbae produced aod .. -hen ND, or 3) tho poa proceeds or tho ale 
tbcroo{. wblcbevcr b Ibo arcairr. Lessee agrees di.al before ay pt procklocd from the land hereby lcuccl is aold, used or proccucd la a pbot. it will bo nm free of - IO l..ator lhroup • 
adcqullc oil llld ps xpmrllOI" of COIM2ltloml type or odier cquipmc:nl "least u dlic:ieot to the end Iha all llquld hydrocsbons recownblc from lhc Pl by alCb - wm be reoovcrod. Upon 
wrinm coumt of Lasor, the rup,lromcnt th.II such pt be ND throup such a sqsator or other cqulpmait may be waived upon IUCb la1IIJ and coodidoDJ u prctc:n"bcd by Lestor 

(1J) NON.PROCESSED GAS: Ju a royalty OD any ps {'mdudill1 Qarcd ps). which II cldiacd u all bydrocmt,oo.s and psoou.11Ut.lanecs - clcfmed u oil ia IU~ (A) above, 
produced Crom any -11 Oii said land ( c:xoqx a provided bcrc:lo wilh rcspcct to ps ~ in a plant (or lhe c:xuxtlon ol pJalJnc. liquid byd,ocatbons or ocher producu) 115 part or the poa 
produc:tion or tbc marla:t value lhcm>f; • the optioa of lhe Leasor, IUCb value to be bucd OD tbc blabcst mskct price peid or offered for pt or oom~ qualil)' In tho acncnl 1ra wbcrc 
produced and when NII, or tbc sross price pmd or offered IO the producer, wblchcvcr b p-c8lcr provided Iha the maximum pressure buc In IDQUUI& the pa uodc:r this lcuo canb'IICl aba1I - 11 
aoy limo exceed 14.6j pound, per IQUIR inch abeolutc, and the .-dat'd buc temperalW'e mall be six!)' (60) dcsrca Fahrenheit. comcdoo to be made for pressure accordlna to Doyle's uw, and 
for apoc:ific gnvll)' ICl(l()l'\io& 10 liCII made by die, Balance Mdbod or by lhe mo11 approved method of testing bdna used by the lnw.suy II lho time ofleaing. 



(q PROCESSED GAS: As a royall)' oo 11111 ps processed la a guollllC plant or other plant for lhe rccovay of~ or other liquid bydrocarbocu, 1/S par1 of tbe residue p.s and 
die liquid~ cxuactcd ortbe marled value tbenol, 111 lheoptiOG of the Lcuor. All royalties due bcrdn aball be bued oo ooc hundn:d pcrccot (100%) oftbc to<al plane pn,duc:doo of 
raidlae ps aun'butable co ps produocd Crom Ibis lease, and oo ftl\y pcrcall (50%) or dw pcrccn1 eocrwna co Lc.ucc. wblcbcvcr Is the sreatcr, or the to<al plane pn,duc:doo of liquid 
lly~ aitributablc co the p.s produced Crom Ibis lcasc; provided dw 1! liquid ll~ arc rcoovcrcd from ps proccsscd ID a plane In which Lcssec (or its l*'Cllt. subsldwy or 
atral.lc) O\lt"IIS 1111 lnl.crcrc. then lhe pcrcc:otqc ~e IO liquid bydrocarbou aball be fil\y pcrccnl (50%) or lhc bist,cst pcrccnl accruina IO a third f*'Y proccuilla p.s lhrough IUCb plant 
.,dc,r a proccuilla ap-ccmc:Dl ~ 111 -' kop (or If cbcre Is ao such lhlrd 1*1>', tho bigbcsl pcrcc:ot then bdna ,pccwed lit proccuillg ..,-ocmcn~ or oootncu la the industry) 
wbld,e_. Is the grcaia-. The rcspoctive royalties oo residue ps aod oo liquid h~ shall be determined by I ) the highest awlcct price paid or olTc:rcd for any ps (or liquid 
~ ) of compenble qualil)' la the ac:ncnl erca or l) the poa price paid or otl'c:rcd for IUCb rcsldue ps (or the weighted avenge poa ac:Ulita price (Of tho rupccdve grade, of liquid 
llydroc:8ri)oru), whlcheYcr Is the sreatcr, In oo evait, howeYCr, ahall the royalties payu,le under this l*'l&1'IPh be less than the royalties which would have been due had tho ps oOI been 
proocuod. 

(D) 0111ER PRODUCTS: As a royall)' on c:atboo blaclc, JUlpbur or any other producu produced Of manufactured from au (excepting liquid hydtocarooru) whether said gu be 
0 casln&bc,ad, • 0 dry" or aoy ocher pa. by Cractlooatiog. burning or aoy other proeewog. 1/5 par1 of groa production of such producu, or the man::ct value !hereof, at lhe optloo of Lcuor, such 
ma1cct value co be determined u fol lows: 

(I) Oa the buiJ of the bi,i-t martd pnce o( each product, during the same mooth in which tueh product Is prod4lccd, or 
(l) Oa the basu of lhe avenge groa &ale price of CIICb product for die same month In which tueh produou arc produced; whicbC\-'CI" iJ the greater. 

(E) V ARIAOLE ROY AL TY: (i) SubJCCI to the ocher provuiom o( this lease. it Is llcrcby provided dw In lhc evcot produ<:tioo in paying quantities tJ eslablisbcd pursuant co tho tams 
o( dm lease and IUcb produc:doo la brougbt OD line me! Ales cbcreo( arc commCl>Ced wilhio twenty-four (l4) mODlhs of Ibo cfToctlve date hereof, the royalty rate provided bcrcin ahall be 
rodllced IO 11.15'/., aod ah.all apply IO cach 1Ubloquca.t -11 ...Ued me! proclucod OD tho land oovcrod by tbls lcuo. Provided lhat, If during aucb twczuy-four (24) mODth term during which 
1.-m.-y-,, a reduced royal.I)' nu of 18.'15% u hcrdD provided. Leuce ,hould .-ill la aooct failh aod complete Ibo r1111 wcU u a dry bole oo lhc land oovcrod by tbls lcue, Lessee may 
recci¥e a dirce (l) month cxtcmloa of tbc term In wblcb to aro a reduced royalty rate by china nodce 10 tho Commlssloocr of Ibo GcncnJ Land Office. commcoclq drillina opcntioos oo 1111 

additional wcU prior to tho c:xplndoo of sucb throe (l) mODth period wt pl'l*Qltin& diliaa,tly aod lo aood faith lhc drillioa of such additional wcU aod completing umo ,o dw productloo lo 
payinc quantitie, la cstlbliJbcd me! ,o dw suc:b productlOD ii brought OD line and Ales lhcr'OOf arc commcocecl prior co lhc cxpiratloo of .ucb three (l) mooch caauioo period 

(u') In Ibo ewnt pn,ductlon lo paying quantities Is cstablisbcd punuaot co tho tcrm1 of this lc:uc aod IUcb production Is brought oo line aod Ale, lhcr'OOf arc commcocecl after the 
c:xplradoo of twenty-four (24) moolhs from lhc c:IToctlve date hcroof but prior to tho cxpi.raLioo of forty-eight ( 41) moo tbs from the c:ITcctlve date hcr'OOf, lhc royalty rate provided bc:rcin ahall be 
noduccd 10 19.375% and aball apply 10 each Rlbtcqueot -11 drlUed me! produocd on Ibo land oovcrod by this lcuc. Providod lhat, If during such twenty-four (24) month term during which 
Leuce may cant a roduccd royall)' rate of 19.J7s•;. u bcrdn provided, Lcssec ahould drlU In good Caleb and complete tho lint well u a dry bole on the land oovercd by this lease. Lcsscc may 
rocdve a dirce (l) month cxtc:nsloo of Ibo 1crm lo which to cam a rcducal royally rate by aMoa oocloo to the Commissioner of the Gcncnl Land Office, commcoclng drillina opcntioos on an 
additimal wcU prior 10 die c:xplradOD of IUCb throe (l) mooth period and pl'l*Qltin& cliliacotly me! In aooct Cailh lhc drlllina of IUCb additional wdl and complctlna umo ,o that production In 
payull quantities Is cst»bllsbcd and ,o dw IUCh productlOD la brought oo line me! Ales tbcrool' arc commcocecl prior co tho c:xplradoo of such tbrcc (l) mooch cxtc:nsloo period. 

(P) NO 0 £.0 UCl10NS: Lcalcc aar- lbal all royalties accndna to LeSlor under this lcuc ahalJ be without dcduc:doo for Ibo oost of produdng. transportlna. aod ochcrwiJc makina tho 
oil, ps IDd ocher p'Oducu produced hc:rcundcr r-ly for Ale or use. 

(C) ROV AL TV lN KIND: H«wlth....iuta Mt)'lbla& caataiDcd bcrdD IO tbo ooatnry, .._ may, Ill lta opbOO, upon - lcu dum 60 d")'S -.ice to Leuc,e, n,qulro at MY time or from 
time IO time thal paymc:al ol all or 11111 l'0)'9ltlcs accndna IO Lesa- UDdcr dUJ lcuo be made In lcilld without dcduc:doo for the oost ol produdna, pthcrlna, ltOrin&, ~ trcatiaa. 
dcoydnti.Qa. comprcssina. proceailla. ll'IIIJpOrtina IDd othawuc maldn& tbc oil. ps me! ocher products produced bcrc:uDdcr ready for Ale or u,c. Lcasoi'1 right co lab I~ royall)' lo lcilld 
abalJ DOI diminisb or 11c:pto Leaot'1 ri&hta or'--'• oblipticns. wbdbcr cxprcu or ~piled, under this lease. 

(IJ) PLANT FU£L AND RE.CYCLED GAS: No royalty ahalJ be payable oo uy ps as may rcpraait this lc:uc'1 pq>Ortiooatc share of my fuel usod ID proccu ps produced 
---la IIDY proccaina plam. Notwilhstllldina all)'lhina contained hcrdD ID the OOllll'lr}', and Allljcc:t IO the COOICllt In writioa of tho Commwloocr of the Gcncnl L.-1 Office. Lcuec 
_.,. recydc ps for ps Iii\ purpoec:1 oo lhe lcasod premlJCs after tho liquid bydroc:8ri)oru contained In lhe ps have bcco removed, me! no royalties aball be pa)'ll>le on tbc au ao rocyded until 
u::11 time as Ibo ume may lhcrca1l.er be prodllced me! ,old or usod by Lcssoc In sucb manner u to cotltle LeSlor co a royall)' th~ under the royalty provuloos of this lease. 

(I) MlNlMUM ROY ALTY: Dllrilla wxy year after tho c:xplradOD of tho prima,y term of th.la lcuc, lftbls lcuo la mainl.llned by production, the royaltie, paid IO Lea« lo DO cvatl ahall 
be lea Ihm an amount oquaJ to tho 10al M:lllual delay rental bcrdo providod; otbawbc, tbc:R aball be due and payable on or bdore the last d.ty of the mooth ~ Ibo aonivaury date of 
lb.la leuc a IUID oqual 10 tho 10aJ 8Dllual n:ataJ lea tho amount of royalties paid durin& tho procodina yetr, 

(J) MARGINAL PRODUCJ10 ROY ALTY: Upoo lcuce'1 wri11a1 appliCllioo, lhe School Lind a--11 may roducc the royalty rate Id out in tbls paragraph and/or the mlnlmum 
royalty ect out In ~ 4 (I) IO CXlcOd tho ~ life o( dm lcuc IDd --ace l'OOOYU)' o( oil or ps lbal mlgbt Olhawlso rcmalo IIOJ'CCOYa'Od. Any aucb royall)' n:duc:doo mllJI 
ooo!on11 to Ibo requin,mcot, o( any School L.-1 BOMd odtnlnulnti~ rules oo d,ls mbjcct. Royall)' may DOI be roduc.cd below the applicable atatutocy mlalmum. 

5.. ROY ALTY PA YM£NT'S AND R£PORTS: All royalties DOI calc:cD In lcilld shall be paid to Ibo Cc,mmwioocroflho Gcncnl Land Office al AUICia, Tau., in lho followin& ..---: 
r.ymm o( royal.I)' OD procbdoo o( oil llld ps tlha1I be u providcd la tbc nilca ect forth ID tbc Ta.as ttccuccr. llwes currcotly provide lbal royal.I)' oo oil la due IDd mUll be rcceM,cj lo lho 

o-n, L.-1 omoe oo or bd«e tbc SCh cl-,, ol the lccood mODth .-..odlna tho month ol productloa, and royall)' oo ps la due IDd mu,t be rocdvcd In the Gcncnl I.AMI Office OD or bdore 
die 1 SCh cl-,, of the ec,cc,od IDOdlla IIQCCOCdln1 the month ol produdloo, &COOIJll*llod by the affidavit of lho _., m.on.accr or ocher authorized qcot, complct.od In the Corm IDd 111.11111Ct 

preacn'bod by the Gcncnl L.-1 Offioo IDd ahowiQa tbc arou .mou:nt IDd cliJpolitioo ol all oil and ps produocd and lho m.bt value of tho oil aod pa. tocctbcr with a copy of all documat.lJ. 
,_.. or f'C1)0IU COIWl'IIWII tbc poa productloa, dispositlOD and marb:t val11e lncludiq p.s meter readinp, pipeline rcccipU, ps line R>Cdpts me! ocher cbcda or mcmonoda of amount 
proclucod IDd put lato pipdlDCa, tanb, or pool, aod au lines or pa l!On&O. IDd cy ocher rq>orU or RlCOtda wblcb tbc Gcncnl Lmd Office may require to verify lhc arou production, 
~tioo IDd IIUllt:d value. In all cuca the 8Utboril)' of a manaacr or agent IO Kt for tho La.,cc bc:rcln mUll be filed lo the Gcncnl Lind Office. Each royalty payment aha!J be ~panled 
by a chcdc atub, tchcdulo, IUllllllW)' or ocher ranlwmcc ldvioo abowln& by tho wlgncd Gcncnl Land Office lcue number the amount of royalty bdn1 paid on each lcuc:. If Lcsscc ~ bis 
royalty oo or before tb.ltty (30) daya allcr lho royall)' paymcot wu cb>, lhco Lcuec owca a pcoalty of 5% on the royal!)' or ru.oo, whl~ la puter. A royally paymcot wblcb Is over thirty 
(30) daya 1lllc ahalJ .cavc a pcoall)' of 10% o{Cho royalty due or S2S.OO wblcbcvcr la putcr. In additlOD co a pcoalty, royaldcs aball ecauc lntcrcst at a rate of 11% per year; aucb lola'CSI will 
bqia accruina when the royalty la alxty (60) daya owrduc. Affidavi~ wt aupportina documcnu which arc DOI fllod when due ahalJ Incur a penalty lo ao amount ace by lhc Gcncnl lMtd 
Offioe admlnulndve nile wblda la droctlve OD lho date wbcn Ibo affidavits or aupportlna doamlcou were due. The i.a- aball bear all rcspoost'bili1Y for payina or causing royaltlct co be 
l*d u prcsa,'bed by lhc due date provided ba-da.. Plo'mc:Dl o( the dclJnqococy pcoall)' lhaU lo DO way opo,tlC IO prohibit lhc Staid, rigbt of forfdture IU provided by law nor Kt IO ~ 
Cbc dlllc oo wblcb royalties MR orislnaJJy duo. The above penalty provuloos ahalJ DOI apply la cues of title dispute u to lho Slate', portloo of lhe royall)' or ID that portlOD of the royall)' lo 
dupulc u lO fair mJfld value. 

'- (A) RESERVES, CONTUCTS AND 0111:&R RECORDS: i.a- ahalJ IIWl&lly funwb tbc Comminloocroflbc Oc:ocnl Land Office wiUa iu best poat'blc cstimato of oil and au 
,__ mdcrtylna d,ls lc:uc or a11oc:ablc IO dw lease and lhaU finiab Aid Commilf1-with oopca of all cootncu tmdcr wblcb ps la IOld or proccacd and all sul»cqucot llfCCDICOIS me! 
-•clmcDb to IUCta COOU'IICU wicbia thll1y (30) daya after col.erina lato or maldq mc:h ~ ap-ccmcou or IIOCOdmcots. Such oootncu and agrocmcnu wbco R>Cdvcd by lho Ococnl 
Lmd Office ahall be held In ~ by thc Ococnl L.-1 Office mica ocbcrwlJc IUlborbod by l..eaoc. All ocher oootncu and RlCOtda pc:rtalnlna to tbc productioo.. tnospOrtadon. aalc aod 
aarbtina of tbc oil IDd ps proclucod on uld pn,ml.acs. loch1dlaa tbc boob aod aooounlJ, RICdpU and ducb.qel o( all wclli, tmb, pools, mctcn, me! pipelines ahalJ a1 all times be aul!j«t 10 
lupec:doo and cumlnalioo by lhe C4mmluloocr of the Ococnl Land OITtco. tho A.a.oroey Ococnl. tho Oow:mor, or lhc rqircscotative of M Y of them. 
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(B) DRILLING RECORDS: Writtcn oodcc ol aU opcndocu oo dw lcuc &ball be 1Ubmitted IO the Commluioocc olthe Gcocra1 Land Office by Lcuec or opcntor five (S) ~ before 
.,ct dele, woricowr, rc-aitry, tcmporwy abendoomm or plug and llbmdoomcnt of my wdl or wells. Such wrillCII DOcicc IO die General Land Off1CC &hall include copes o( Railroad 
c-m.laioo romu for applicarloo IO MU. Coples ol well lclU, complctloo rq,otU and pluggj,og reports &baJJ be supplied IO the Ocncn.l Land Office at the lime Ibey IIR filed with the Tcx.u 
a..nro.d Commimoo. Lessee &hall IUIJll)ly the Gc:ocnl l..aod (){!",cc with 111y rcconls, mcmonnda, accounts, rqxwu, cuuillgs and cores, or ocher infOOllldoo relative IO the opcntioo of the 
.t>o~'bcd prcmbes, whldl may be rcquc:stcd by the Ocncn.11..a>d Off,cc, In IOCldllioo IO those betd4 cxprc:saly provided for. Lascc &baJJ have 111 clec:ui<:al Alldlor l"ldl<*livity survey 
..de oo thc boro-bole eccdoa, from lhc base ol Ille 1UtUCC c:aslng IO cbe IOc:al depth ol well, of all wd!J drilled oo the obovc dc9aibcd prcmbca and &halJ tnmmlt • INC copy ot the I<>& of each 
..-, oo each well IO lhc Ocncn.11..aod Officc within fill«a (IS)~ al\cr lhc caldag o( said surYC)'. 

(Q PENAL TI ES: Lc:sscc &halJ 1naar a penalty wbcneva' rqxwu, doc:umcou or other m&tCriaiJ are DOt filed In the Gcucnl Land Office ... 1ico due. ~ pcmlty for 1&t.o filillg ahall be Id 
"Y lhc Gcucnl Land (){l",cc admlo.lsntive rule which ls dfocdve oo the dale wbai the mlllCnals were due In the Ocncnl Land Office. 

7. RETAINED ACRE.AGE: NocwithJlaodin& my proviJioa of thl.s lease IO the oootnry, after a well producing or capable of producing oil or ps bas been completed oo the lwcd 
premises, Lc:sscc &hall cxcrdsc the diU1cnc:e of a rcasooably pnidcnt opcntor la drilhag IUCh IOCldltiooal wdl or wclll u m~ be reasonably DCCCUatY for the proper clevdopmcnt of the leased 
prcmlJc:s and la matlcctia& the producdoo tbcnQi. 

(A) VERTI L: la the event elm lcuc la la force and dfcc:t !WO (2) ycan al\cr the cxpmdoo dale of the prima,y or a1aMicd la1D II &ball tbca tcnninalc u to all o( the lcuod prcmlac:s, 
EXCEYT (1) 40 acrcs ,um,,.mding cad, oil well c:apablc of procluda1 la peyiag quantities and 320 acrcs aurrowidul1 each pa wdl capeblc of producing ill payiq quao.bties fllldudlq "shut· 
• oil or ps well u provided la Pangnipb 11 bcrcof). or • wd1 upoa wbJcb Lc:saec la then cap.pl In coolJ.aUOUS drilliog or reworldag opcndons, or (2) the oumbcr of acres Uldudccl ill I 

prodlldn& pooled llllit punuaat to Na.nnl Raourca Code Sections Sl.lSI-Sl IS3, or (3) IUCh putcr or lesser oumbcr of acrcs u may then be alloc.wd for producdoo purpc»ca to a pnnlloo 
mk {or eodl IUCh procluda1 wdl under the rules and rcpl.atiocu of the Railroed Commlssioa ofTcx.u, or any aucccuor qcncy, or ocha- governmental authority baVU11jwudicltloa Within 
,o dql al a pct1a1 tcrmiaalioo o( thl.s lease la acco,'Cbncc with this ,u~ and ~ Jll')'IDc:ot of the mlaimum fililla foe Id by Gcocra1 Land Office rules la dfcc:t • the lime of tbc 
,-till ..-.laadon, L.cucc &halJ have die right IO obc:aia a ,uru,cc lcue for lacrw aod CIJ'CIS 00 and IICl'OU the ICnllia&tocl portloo of the lcucd prcmbcs U m~ be ~y DCCCSS11Y for the 
~ opcncloo ol the ponlou o( the leuc ranalnla1 la force and dfce(. lC Lcucc {1111, IO ll'PY for • -r- leuc withla the 90 ~ period spocified abow., Lcucc may apply for • 
~ leue &om the Land Off,cc, but the l..aod Comm.lasloocc lw the diJa'ctloo lO gnnt or dcoy IUCb applicadoo Md IO Id the foe for suc:b sur{acc lcue. 

(B) IIORJ20NT AL: In the event thla lcuc ls la force Md dJ'cc:t twO (2) )'CIIR aJ\cr the cxplntloa d&tc of the primll)' or cxtcodcd tcnn it &ball f'urthcr tcnn1i111c u IO all dcpths below 
100 feet below the IOcal depth drilled (bcrdna.f\cr "deeper dcpthsj In cad, well located oa acnaao malacd la Paracrapb 7 (A) above. ualcaa oo or before twO (2) )'CIIR aJ\cr the primary or 

• • cx1CDdcd term Leucc P'Q'I ., -OUIII oqu.al IO~ (Ill) ol the booua oripaally pald u ooosldcratloo for thla lcuc (u spocified oa page I bcroo(). lC IUCh amowu ls pald, thla lcuc &halJ 
be la force and dfcc:t u IO Sid deeper dcp(hs. and said tcrmwdoo &ball be dcl~ for • IOCldltiooal period oC twO (2) ycan and ID long tha-caJ'lcr u oll or ps ls producod ill ~I quantities 
&om IUCb deeper dcpths OCMn>d by this lcuc. 

(Q IDENTIFICATION AND FILING: The IIWf- acreage rctalood bcrcuodcr u IO each wdl ahall, u ncaiy u pnctlcaJ, be ill the form of I aquarc with the wdl localcd la the ocillcr 
ticrcoC, or IIIClb ochc:r shape as may be llppfOYCd by the School l..aod Board. Within thirty (30) ~ after partial tcnnlnatioa of this lease u provided bc:rcln. l..c:ssoc lhaU cx.ccutc and rooord a 
""-or releues oontaiolng I Allia{KCOry lepl cbaiptloo of the acnaao md/or depths DOt rcwnod bcrcuodcr. The rooordod rdca.1C, or I ocrtffied copy of wnc, lhaU be filed la the Gcocra1 
I.Md OOJoe., ecoompeolcd by the 6Uq fee pruaibod by lhc Gcocra1 Land Offioc rules la dfcc:t oo the dale the rdcuc la filed. lC Lcucc faila or rcfuaa to e1ceu10 and rocord IUCh rdcuc or 
,--wtdlla IUDdy (90) dql after bclaa RlqQCSICd to do ID by the Gcocra1 Land Off,cc, then cbe Commluloo« It hla aole dlscrctloo may clcclgn&tc by wriucn lastnimcnt the oacaac aod/or 
4q,dil to be rdeasod bcRulldci- and rocord IUCb ln.rmimcnt It Lea,cc'a ciq,auc lo the county or counties wbcrc the lease ls loc:atcd and la the official rocorda ol the Gcocra1 Land Offioc and 
_,. deslplllioe abal.l be blDdina ~ Leucc for aU purpolCI,, lC It Ill.'/ time after the dfcctive dale of the pct1al tcnnln.atioo provisloas bcrcoC. the lplllicable ficl.d rulc:s arc cbanicd or the 
wdl or ...U. located tbcrcoa arc rccl.ulll'ied ID that lea aacagc Is lhcrcalkr all.ocatcd to said wdJ or wdla for produc(ioo l)Ufll(*I, thla lcuc ahall lhcrwpoa tc:rminale u IO all acreage DOt 

~ .noc-d IO said well or wdla for pr<><luctioa purposes. 

I. OFFSET WE~: lC oil md/or ps abould be produced la commcrdal quantities Crom • well loc:atcd oo lmd privaldy ownccl or oa Stll.c land lcasod &I I lesser royall)', wbJcb well la 
wlilalii - lioumd (l ,000) feet o{ die Ila IDdudccl lla'dll, or wb.k:b wdJ la <hiJtln& thc 11U oovcrod by thiJ kue, the 1.- lhall, within aXtr (60) ~ al\« IIIClb ia.iti&I ~Oii from 
6e ........ well or die wdl locmlOd wl.1hla - lboumd (11000) feet &om the mu oovcrod by lbla lcuc bqia lo aood faith and ix-to d.iUpidy the dri1liq cL., oliact wdJ oo lbc ·-
-..i 1,y ... lc:uc, IDd IDCil offNl wdl aball be drillod IO lllcb clq6 • may be 11COC1111Y IO prcwal the adllc dnmacc of die mu oovcrod by 1bJa lcuc, IDd lbe Lcucc, in.map or driller 
..a - all wa -r ID a aood c.lCb dfort 10 cab lllcb o«.ct wdJ ptOCbic oil wl/or pt la com.mcrdal qw,atillcs. Only upoo the dc:l.crm.lMdoo or the Commlulonc:r md wUh lw 
....,. ....,..owl. IMY lbc ~ or , oompcn.-ory royal()' udsfy die obllplloo 10 drill an oliact well or wd!J required under thla J>onaraph. 

, . ORY HOLVCESSATION OF PRODUCTION DURING PRIMARY TE.RM: I.C, duriq the priawy 1au1 bcroof and prior IO dilcoYCry md produc:tloa of oil or p1 oa said lmd, 
i.-~ drill a dry bole or boles ~ or tr durlq Cbc primsy 1au1 bcrcof and after die dilCOYCf)' and actllal produc:tloa of oil or ps from lbe leuod prcmlac:s aoch produdloo thcroof 
*""d - Crom Ill.'/ -. lbla leue aball 90( ICnlllm&e If oo or bclorc die aplntioa of sixty (60) days from dlllc of oompldioa of A.Id dry bole or ccaulioa of proclllc:tioa Lcssoc 
--eddidonal drilUq or rewondq opcntlou ~ or pqa or taldcn die IICXl .aoual ~ rental ill dic Ame 1IUIIOCf u ~ ill thl.s \cue. l.f, cluria1 dic Id yor oC the 
primry 11:n11 or withla sixty (60) ci.y. prlor lbcrcto, a dry bole be complCICd and ebendoocd, or the produdloa of oil or p1 abould c:cuc for my ~ ~· rigbl:a abaU rcma1o la fwl force 
.cl df'cc:t wf.tbout f\ar1bcr opcndoaa mtil die cxplnllioa ol the primsy IICnll; and If Lcucc baa DOt ,-cd produdloa la J>9YUII quantities at die c:xpindoa ol die primsy ICnll, Lcacc ~ 
..... lbla leue by oonducriq eddidooal ~ or rewon:iq opcndocu paiwm! IO Plrqnpb 10, uiq die c:xpindoa o( die primary la1II u the dlllc o( ocssatioa ol producdoo under 
......,. 10. Should tbe fint wdl or my 111beoquall well drilled oo Cbc obow dctcribcd land be oomplded u 1 1h111,.la oil or pa wclJ within Ibo primary 1en11 bc:rcoC. LcAcc ~ l'CIUIDC 

~ al Ille -.a ,-.1 • lbe - _. • ~ loerda OD or bclore die rental J>9YU11 eta CoUowiaa die cxplnllioa ol sixty (60) dql from die dlllc ol oompldioa of lllcb lhlll-ai oil 
or .- well IDd ~ die Cllibn to cab IQC:ll ~ 1Wa leue aball iplo !-*I lclnDlnMe. tr at the cxpin,lioo of the pri.mary lcnD or Ill.'/ time Cbcrcaft.cr a lhlll 41 oil or ps wclJ la locud OD 
tic lcmod Pffllll-~ ....,. be 111.adc ill .ooordlncc wi.tb die lhuc,.la provisloos bc:rcoC. 

11. assA TION, DIUU.JNC, AND ll.tWOIUCINC: IC, aflcr lbc cxpin,lioo of the primsy ICnll, produdloa of oO or ps from die leased J)l'Cllllac&. al'lcr oocc obcaiacd, llbollld ccuc 
._ IIO' -. lhla lew lh.n IIOt ......i- lC 1..-oom- IOCldltioul driJl.laa or rcwor1dllg opcndoaa whhln sixty (60) days al\cr lllcb ~ md dw leuc aball rcmalo Ill Ml 
.,._ ..s lllfcc:t for '° loq • mc:la opcndooa ooadmao lo aood faith and lo worian.alik:e ..-wllboul lol.cm.iptloaa IOc:allq more ihaa sixty (60) da)'L lC IUCil drilUq or rewor1daa 
~ ..-ti Ill tile produdloa ol oil or ps. lbe lcuc aball ran.olo la full force md dfcc:t for ID long u oil or pa la pn,duood from die leased pran1aes la J>9YUII qumtities or p,;ymcnt of 
..... ol or pa wclJ ,oyuties or.,.,.- ol compm,;ltOr)' royalties la made u provided bcrda or u provided by law. lC the drilUq or reworldaa opcradooa .-it la die oomplctloo of a wdl 
• a .., a.o&e. tbe 1cuc wi11110t ICnlllm&e If die t..- - IOCldltioaal driltla1 or rewor1daa opcntlOIU wichln ~ (60) ~ after die oomplctlOD or the well u a dry hole, and thla lcue 
eaD ,_.. ID dfoe( 10 loq a 1..- OCXIWIUCI drilUq or rcwor1dllg opcndona la aood faith md Ill a worian.alik:e maancr wltbollt lalemlpUocu IOcaling more th.a ~ (60) day,. Lcucc 
lhall p..,. WTittca oodoe IO tile Oc:ncnl Land OOicc within thirty (30) ~ o( Ill.'/ ocaatloo of producdoo 

IL SIIUT· IN ROY AL nt.S: For~ al lbla l*'IITIPh, "wdl" means IQ)' well mat bas been uslp>cd • well nwnbcr by the IUl.C qcncy bavia1 Jurladiotioo over the produc,tloo of oil 
md .-. tr at Ill.'/ time aft« tile e,q,indOD aldloc primsy lerm ol a leue that, until being tbUI In, ,.... bclaa malntaiocd la force and dfca, • well capable of Jrl)dudag oil or pl la ~I 
qu.adtla la loc*CI oo die leacd pl'Cllllac&, but oil or p1 la IIOt bclaa pn,duood for lade of IUltable prodPctioo fac:llitles or lade ol a lUltable market. tbco Lcuoc ~ ~ u a lhut,.la oll or p1 
royalty .a mDOUlll oqu.al IO double die -ua1 rental~ la the leuc. bul DOt less th.111 $1 ,200 a yor for caeh well capable of produda1 oil or ps ID~ quaotlties. To be c:trocdve. 
cad, lllltl,,I .,. .. oil or pa royalty cu be p,old oa or before: (I) lbc cxplndoa of the prlma,y lcnD, (2) 60 days after the Lcucc ccuc:s IO produce oU « p1 from the lcucd prcmlac:s, or (3) 
60 dql after Leucc oomplcea a drilliaa or ,-,ortdq opcncloo ill 8CCordanoc with the lcuc provlalocu; wblcbevcr d&tc ls la(c,t. If the lhut,.la oll or pa royal.I)' la paid, tbc leuc ah.l!I be 
~ 10 be a produclq lcuc md lbc ~ aball cxt.md die 1COD o( die lcuc for a period of- )'Qr from the cod o( the primary lcnD, or from lbc first ~ of the moatb {ollowioa the 
~ la wti.lda produdloa oes,od, md, after tbet, tr ao IUIIM>le produdloo fed.Utlc:s or au.ltablc m.llricd for the oil or ps cxlJts, Lcucc m~ cxtcod Jbc lcalc for four more auccc:sslve pcriocb of 
- (I) ,._. by peyla1 die .-e __. adl )'cm' oo or before the cxplntioo o( caeh lhut,.la )'QC, 

11. COMPl!.NSATORY ROYALTIES: IC. dunA& thc period thc kuo u lc:cpc In dfcc:t by p«ymcnt o{lhc, ab11t~ oil or ps royal ty, oil or ps b oold and ddiYU'cd la~ quantitlca 
6-- • ...U localed withla OM lholrPnd (l,000) (od olthe leucd .,......i..a and compldcd In the umc pc-ocludn1 rescnoir, or la IQ)' cue la whlcb lhiaacc la OOCUITUI.I, the richt IO oootinue IO 
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' .. 
maiolala die 1cuc by i,-;ylq lhc abut-In oil or ~u royal!)' ahaU ccue, but the lcue shall remain effcctJvc for I.be rcm&111dcr of I.be year for wblch the royal!)' hu been paid. The Lessee may 
..a1steaia die lcuc foe- four more IUCCCSS!vc ycar, by Lessee payinc compcnJ&IOl'y royal!)' at Ilic royalty r.te provided in the lcue of I.be marlcct value or production from the well causins I.be 
~ oc- which ls complctc,d in tbc same producia.g reservoir and wilhl.o one lbousaod (1,000) feet of I.be leased pn:mlsu. The oompcrua.tory royalty ls IO be paid monthly IO I.be 
Ownmluloocr beginning oo or before die WI day of the month following the mooth In which the oil or gu ls produced from the well eauslna the drainage Of' tb.at ls completed In the ume 
proclo,c:uic reservoir and located wilhl.o one lbousaod (1,000) feet of the leased praniscs; If the compcnsato<y royalty paid in any ll-monlb period ls in ID amount less than I.be annual shut-in 
oil Of' cu royalty, Lessee ahalJ ~ ID amowu equal IO the dlffcrcnec wilhl.o thirty (30) days from I.be end of the I l-month period; and none or these provision, will reUCYC Lessee of th.c 
obl1pdoa of rcuonablc dc:vdopment OOf' the obligation IO drill ollict wells u provided In N.R.C. Section ll.03~; howc:va-, Ill I.be dctcnnlnatioo of I.be Commlulooa-, and with I.be 
Clommlssiooa't writlal approval, the payment of compcnJ&IOry royalties shall Alis(y the obliptioo IO drill offset wells. Compensatory royalty paymcnll which arc DOI timely paid will accru.e 
penalty aod interest In aocordanoe with Pnarapb S o( thlJ lcue. 

11 EXTENSIONS: If, at the cxplntion or the pnnwy ICnn or thiJ lcue, produc:doo of oil °' cu lw noc been obtained oo the leased pn:mi.scs but drillina operations arc bc:ing oooductcd 
cbcrcoo in eood faith and in a eood and wooananlikc manner, Lessee m~. on Of' before the expiration o( the primary term, file In the General Land Office written applicatioo IO the 
C-ommlulooer of the Gcocral Land Office f« a thirty (30) day c:xtaulon of thlt lease, eccompanled by payment of Three Th-d Dollan (SJ,000.00) it thiJ lcue covcra r.lx hundred forty 
(640) acres°' less and Six Thousand Oollan ($6,000.00) if thlJ lcue covcra morc than six hundred fony (640) acres and the Commissioner shall, in writing, extend thlJ lcue f« a thirty (30) 
~ period from and al\er the explradoo of the: primary term and to long thc:rcallcr u oiJ °' cu It produced In paying quantities, provided further, th.at Lcuc:e may, to long u ,uch drilling 
opcndooJ arc beina conducted make like application and payment durina any lhlt1y (30) day extended period r« an additional extension of lhiny (30) day, and, upoo receipt or IUch 
opplicatloo and payment, the CommiJsiooer thall, In writing, again extend thb lcue to th.at ume shall remain in force f« such additional thlr1)' (30) day period and IO long thcrc:al\cr u oil or 
ps ls produced In paying quantities; provided., bowcwr, that thlJ lc:asc shall DOI be extended for more than a total or three hundred ninety (390) days from and al\cr the expiratioo or the 
prim-,. t.cnn unleu production In paying quantities lw been obtained 

U. USE OF WATER; SURFACE: Lcsscc shall have the right IO usc water produced oo uid land necessary r« operations hereunder and tolely upon the leased premises; provided., 
~ . Lc:ucc ahall ooc use pocahle water Of' water aullable for Uvutoclc Of' lmgatioo pwposca for Wiii.er Oood operations without the prior written COIUClll of Lessor. Subject to its obligation 
10 pcy 1UruOC damAcca. Lc:ucc lhalJ have the right io usc '° much of tbe aurface or the land that may be rc:uooably nccc.ssa,y roe- drilllns and opcratioc wells and ttansportlng and marlcctlng 
tbc production tbcrcfrom, I\ICh use: IO be cooductcd under conditions of least li\Jury IO the aurfaoc of the land. Lessee shall i,-;y IUl'f80C damages In an amount Id by the General Land Office 
{cc tebcdulc which Is ctrcc:ti~ oo the date whca the ac:dvity requiring the payment of surf- damages occ:un 

IS. POLLlTTION: la develOl)Ulg thlJ area, Lessee ahall use the hi&bcst degree or care and all proper safeguards to prevent pollution. Without limitin,a the f«c&olna, poUutioo or coa.suJ 
wctland.s, natural waterways. riVU1 and impounded, Wiiier ahall be prevented by the use or oootainment facilities sufficient to prcvcnt 'Jlillage, acepaae °' ground Wiiier ooownlnatioo. In the 
cwot ol pollutioa, Lessee ahalJ usc: all means aa its disposal IO f'CCll)turc all e,capcd bydroc:a,boo.s oc- other pollutant and shall be rcspooslble f« all damqc IO publlc and private properties. 

(A) UPLANDS: Lessee ahall build and maintain (CIIQCI around ill alush, IWDp, and drainqc pita and tank batteries to u IO protOCI lives1od: aplnSI lou, damage Of' lojwy; and upoo 
compldloa oc- abandoamcnt of any -u or well.a, Lc:ucc ahalJ fill and lc:vd all dush pits and ocllan and completely clean up the drilling lite of all n,bbiJh tbcreoo. 

(B) SUBMERGED LANDS: No diJclwie of tolid wasic °' p,baac ahalJ be allowed lnlO St.Ille Wiiien from any drilllna or 11Upport ves:scla, produaloo platform, a-cw °' supply bo111., 
bersc, jaclc-ap ria oc- other oqulpmc:at localed Oii I.be lc:ascd erca. Solid waste ahall inc:ludc but ahalJ not be limited to oootalncn, oquipmcni, rubbish, plastie, glasa, and any ocher man-made 
~c kcau.. A ""' mu.tt be ~ la a hl&b traffic .a oo all -11 and manned plat{0111U atatlng, "Ducbatic of any IOIJd wasic Of' gubaic into State Wa.tcn from YCSSc:ls 
or pblllorms la lltrictly prolu'bi!cd aod may aubjcc( a Scatc ofTcxas lease IO foodnn." Such ll.lllcmcnt ahall be In k:ucring of III lc:ut 1 • In lir.c. 

(Q RIVERS: To the ex1cn1 OCCCUII)' to JnYC01 pollution, the proviaions found in aubsectlons (a) and (b) ofthls parqraph lhalJ alto apply IO riVU1 and riva1>cds.. 

(D) PENALTY: Failure IO canply with die roqu.lrcmcnts of th.ls provWOII may ra:u.lt la the maxlmwu penalty allowed by law including fooclturc o(the lcuc:. Lcace ahaU be liable for 
tbc ~ C8Utcd by ~ Cailurc and any com and cxpcnscs lncwnd In cleaning areas affccc.cd by the dlxbarged waste. 

1'- ID!NllFlCA TION MARKE.RS: Lcsscc ahalJ crccc, Ill a duunoc DOC 10 c:x:oocd twen(Y-6w (lS) feet from c:acb wdJ oo tbc prcmi.ra oo\'U'Cld by tb.la lc:asc, a kp1>1e sign on wblch 
-.all bo ~ tbc 111111e ol tbc c,pcrmor, the leasc dcsigDIOOO and tbc wdJ DUmbcr. Wlia'c two Of' men wcla on the same lease Of' where wcla on two oc- men leases arc OOOIICClcd IO tbc aamc: 
tmlc t.aay, wbcdicr by Individual Oow line ccxmectiom direct to tbc tank Of' tmb °' by v.sc of a multiple hc8dcr- l)'ltcm. each line bctwcco each wdJ and ~ tank °' beadcr lhalJ be lcpoly 
ldcadfiod "' all times, cltbcr by a firmly anacbcd iq °' plAlle °' an ldcntificatloa ~ pallllcd oa audl Uno at a diJWICc DOC IO cxoocd throe (3) reet from lllcb tank °' header cooncctioo. 
Sllld olc,u.1ap, plales °' other ldcntirie:&lloo inatlccn shall be maintained In a lc:g!ble-,dltioa thtougbout lhc term oflhls lc:asc. 

17. ASSIGNMENTS: The lcuc may be t:nm,/crrcd at any time. All ttamfcn mu rdcrcocc the lcuc by the Ille ownbcr and mu be rcoordcd In the counl)' where the area It located, and 
t1i,c rocordcd tnmfor Of' a oopy catificd to by the County Oak o( tbc oowil)' wbcrc tbc lnnS!er ls rocordcd mu.tt be filed in the Gcocral Land Office withlo IUllCI)' (90) days of the c:x:ccutioo 
dMc, a1 provided by N.LC. Scctloa Sl.026, ICOOQlpanled by tbc filina fee pracribod by the Ococ:nl Land Offioc rules In effecc oa the dale of roodpt by the Gcocral Land Office ot audl 
tnmCcr °' ccrti!ied copy tbcrcoC. E-,. trans!crcc lhalJ auooccd to all rlahts and be IIUlijcc:t IO all obliptiona. liabilities, and penalties owed IO the Stale by the original lcascc Of' any pri« 
tnmfcroo ol the lc:uc., llldudiq any llabilitic:s IO tbc IIUlc foc- lllll)&ld royalties. 

11. RELEASES: Lcssce mq rdcuc the rlahtt pmtcd hcrcundcr IO the Swc at any time by l'OOCC'di.oa the relcuc In the oowuy wbcrc tbla area la ainwod and filing the rcoordcd release °' 
ccrtifiod copy o1- in lbc Gcocral Land OfI'loc wlthlo nloc:(y (90) days allt:r ill acc:utloa aocomi-Jed by tbc filing rec prc:scrlbcd by tbc Gcocral Land Office rules in effecc on the date of 
roodp( by lbc Ococ:nl Laod Offioc ol ouch rclcuc °' ccrti!ied oopy tbcrcoC. Suda rclcuc will DOC bavc tbc effca ol rclc:asina Lcssce from my llabili(Y thcrdofen aoai>cd In favor- of tbc Slate. 

U . UEN: Ill &COOfdaooe with N.JLC. Socdoa Sl.136, the Slate ahalJ have a lint IJCD upoo all oil and CU produced from tbc atU1 OOYa'Cd by lhu leuc 10 ICClUl'C ~cnt of all lllll)&ld 
,oy.it,,-S otbcr IUIIU olmooey tblll may bocomc due under tbla lease. By eooq,unoc o(thu lease, Lcaacc arants the Stale, lo addition 10 the Uc:o provided by N.R.C. Section Sl.136 and any 
oCbcr ~e ~ llal, • cxprcu OODl1'&CQW llc:o oo aod teeurity lntcrcst in all lcucd m1-'alJ In aod a1raclcd from tbc lcucd pran1aca, all procccda which may acauc IO Lessee 
6"CD tli,c Ale of tueli lcucd mlncra1a, wbcdicr I\ICh proceeds IR held by Lcssce Of' by a third pcty, and all fixtw'cs 00 and improYaDC:Oll 10 the lcucd pRlllilea med In cooncctiOO with the 
procludioo °' procc:ain, of ouch leuod mlncrw lo order to ICClUl'C tbc ~cnt ol all royalties or otbcr amow,ts due:°' IO bocomc due IUldc:r lhla lcuc and to ICClUl'C ~c:ot ol any damages oc­
loa lblll Lcuar mq auffer by rcuoo of Lc:ucc', brcacb of any OCMll&OI oc- condition of thu lease, wbdhcr cxprcu °' Implied. Thu Uc:o and teeurity Interest may be foreclosed with °' 
widio.c ooun prooccdlnp lo the ..._ provided lo the Title I , Oi.aptcr 9 ot the Tcus Dusmc:u and Commerce Code. Lcucc agrcc:s that the Commissioner ~ rcqulrc Lessee IO execute 
-s ,-.cf alch lun.unCllll u may be l'C&IOO&bly -r IO acbowlcdge, attach Of' pcr(CCI( tb.la Ucc. Lessee bcrcby rqnscnts that there IR DO prior Of' aupcriOf' Ucm arising from md 
reudac to Lcuoda IOCC!vitic:a upoo die ~bed propc:rtr oc- from Lcucc'1 acquwtioo of tbla leaac. Should the Commlsdoocr at any time dcterm.lnc th.at this rcprc:scntadoo ls not uuc:, 
tbcn the Commwloocr may declare thu lcuc foodted u provided hcrcln. 

10. FORFEJTUR.£: U Leuoc ahalJ Cail or rdusc IO make tbc ~Cllt of any IWD withlo thirty (30) day, allt:r it bocomes due,°' if Leuoc °' an IUtborlzcd agent ahould knowlngly malce 
-.y Cal.Jc rdUrD °' Cal.Jc rq,ort concendq production or ckillJni, °' If Lessee ahalJ fail °' rmasc to drill any oliad wdJ °' wcla In aood faith u rcqulrod by law and tbc rules and reguladoos 
.so.,c.cd by tbc Com.missioner ol tbc Ococ:nl Land Otiice, Of' If Lc:ucc ahould Cail IO Ille rcportJ In tbc manoer required by law Of' fall to comply with rules and rcgul.llioos promulpicd by the 
Ococ:nl Laod Otiice, tbc SdMlol Laod Board, oc- the Railtoad Commluloo. oc- refuJc tbc proper aulhorl(Y accc:u IO the records pcnalnlq IO opc:ndoos, °' if Lessee °' an IUtboruJcd agc:ot 
-.o.1c1 lmowioclY fall oc- rdusc IO slw COf'l'Cd lo!ormadoa liO the proper authority, °' l::nowlqly Cail or refUJC IO fwulab the Ococnl Land Offioc a COf'l'Cd lo& of any wdl, oc- it Lcucc ahalJ 
tc.owiqly violate my oltbc llllllaial provision, of thls lcue, or itthu lcuc ls a.ul,gxicd and Ibo uslpuncct ls DOC filed in the Gcocral Land Office u rcqul:Rd by law, tbc rlghll .cqulrcd unda­
fala lcaN lhalJ be aubJcct to f«rcinn by tbc Commluloocr, aod be~ foodt amc wbcn sufficiently Informed o( the f&Cll whldi IUlboriz.c a foociture, md wbcn fOf'fdted the area lhalJ 
apla be au1!Jcct to lcaJC to tbc lllpc,t bidder, Wide,- the aamc 1tsulationa cootrolllo.g the orlpoaJ aalc of lc:ues. fto-Ya-, OOlhlo& locrdo lball be cooatNcd u walvin& the au.lQmatic 
wnaiaadoa ol d1U lease by opcndoo of law er- by rcuoo of any ,pedal llmltltloa aruio.1 bcmmdcr. Foodtures may be set uldc and thl• lc:uc and all rl&bts tbcrcwdcr reinstated before the 
rlahu ol motha- lotavalC l4)0II utiaC&CIOry rndcoce IO tbc Commluloocr of the Gcocral Land Office of future complllll>CC with the proviaioos of the 1,w and of tb.la lease and the: rules and 
f'CC'IIUldoa, th.at may be adopted reladvc hc:relo. 
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l L IUV&ll8£0 TRACI'S: lo the eva11 diiJ lease -, 1 ri-'>c,d, Lc:acc b badly spccffic,lly puled the ngbt of an1- domain aod COCldcmnatloo u P1Mdcd for In N.R.C 
Soc:dOftJ fl.o9l·52.o9l , as • pan of the oocwdcntioo moving IO Lessor for lbc ooYaWIIJ ha'CiD made by Lcsscc · 

11. AJ'1"UCA DL£ LAW ANO ORJLLINC RP..STRJCTIONS: This lc&JC lhall be subjcc:1 IO all Nies aod rccwatioas. aod amcodmcnlJ thcrcc.o, promulplcd by the Commluiona of 
6c Gcocnl und o « -.cc SoYUlWtg drilling lllld producing opcnlloiu on Pa11u1ocn1 rrec School Land 1pocUic,JJy i.nch,d1n, Ill)' Nies promulptcd thal rdalc IO pl11DJ of opcnooas, paym of 
royaltlca, Md IIUdillllg proocduru. Md &hall be subjea IO all odw:r valid ltalulca, rulca, rcgullltlOIU, onlcn ltld onhuoca thal ~ all'cd opcnlloa.s u.ndcr the provisions of dus lease. wtbout 
limlllllg lbc aaicnlilY of die fORgolng. l..cssec bcttby IIJ"CCS, by the ICCCpC.IIICC of this lease, IO be bound by aod subject IO all IWUtor)' aod rcgulalory provblor.u rcw:ina IO the OcocnJ land 
OftJcc'1 audit billing DOdcc ltld ml be.rings proccdurcs. Said provisions arc currc:otly fOUDd 11131 Tex.as Admululntivc Code, Chlptcr • . ltld Texas NIIW'III R.Clourccs Code Soctlor.u Sl 13S 
-.cl .Sl. 137 dirovgli 51.140. lo lhc evait this lc&sc _, lead fnoc:buocl or lcasod or otbcrwuc IIJOd by • uvipdoa disuict or by die Uai1ed SWca for die JJUlpolC o( aavtp11oa or j>dia' 
pwpo,c locldau IO lhc opcnlloo o( • pon. then t..c- ahall DOI be ealllled IO enter or poucss tueb lllld w,lhoul pnor approval u provided under Scc:lioo 61 117 of the Tcxu Wat.1:1 Code, but 
La:,c,c ,hall be entitled IO ~lop tueb land for oil aod gu by dlrcGtlonal ~iog; provided. bowcvcr, thal 110 mace drilhng '-ion may be - than 660 foct aod ,pcclal pcnniuloo from 
6c Commlaloocr o( the GcncnJ Land Office le DOCCSWY IO make 14)' IUtfacc locatJoD ocarcr lhan 2,160 foct mcuurod al ngbl 111glea Crom lbc - buUJicad line or from tho IICIRII 

.-edged bottom odp of my chanod, , hp, or 111n1iJ11 buus ,.11lch has bocn aulhoru,cd by lbc U1111cd Slates u • fodcnl p'OjOct for ful:W'c --=uoo. ~ u -
I 

ll. RP..MOVAL OF £QU1PMF..NT: Upon the la'll1inatioa of lhl.a k.uc for eoy came, Lessee lhall llOC, In my eYent, be pcnnincd IO remove the casinl or my pan oflbc oquipmcnl Crom 
• Y produdng. dry, or abeodoocd wdJ or wdb without lbc wrincn cooanl o( tho Comauuioocr o( the Omcrw Land Office or lw 111tborlzed rcpracncabw, IIOI' &ball i.-, w,lhout the 
writtal OOOICOI o( Aid Commluioocr or bis eulhcJnmi rcprucntativc remove from lbe lcalcd prcmuca the casing or 14)' olbcr eqwpmcnt, material, cudwiay, applanccs or propcr1y owned 
l,y Leasec aod used by Les.see In the dcYClopmcnc and productloo of oil or ps thcrdrom un.til all dry or abMdoocd ,.cJIJ bavc been plugged and un.ul all all.l&b or refuse pclJ bavc bocn property 
IIJJod Md all brolcn or dlJcardcd lumber, maclunay, or debris lhall bavc bcca rcmovod f'nD lhc prcmbcs 1.0 lhc ansflCIJoa of the Aid Commissioner or bis aulhorir.cd rqiruml.lllvc 

U. FOR MA.Jl:URE: Should Lessee be prcvcnlcd from complying with IQ)' express or implied oovcnaol ofdus lease, from oooductlllg dnlhag opcnlior.u ~ or en. produang 
oil md/or ps lbacfrom, u\a' dJ'on made In eood w lh, by rc&JOD ofwv, rcbdlioa, riots. tlrila, fuu, ~ o<God or 14)' order, rule or rccwatioa or govaumaual IUlbonty, lbca wbiloao 
~ L.caod1 obllpdoe IO comply widl -.la - lhaJl be ~ 11po9 proper wl AIJ.WICtOr)' pn,o{ prcaancd IO lbc CocnwbM011Cr of die Gcacnl 1...-1 Office la aipport o( 
.._., conlCDdoo wl LCAcc ab&ll DOI be liable for damaga for (al11n to comply lha-ewldl (cxcq,t la lhc CYall of kuo opcnllou IUspaided u prtMded ii die rulca wl rqubtiom 
~ by die School Laod O<*d); ltld lhls lc&sc lhall be cxtcndod wlu1e aod ao lq u Lcaoe b pn:Ya11Cd. by my tueb QUJe. from drills.q. ~ opcndor.u or producing oil IIINor 
ps f'nD lbc leased p-cmlscs; provided. however, tbal IIOChing bacua-sball be~ IO atspcnd die paymCDt of rcnl&ls dunng the pnma,y or a1cndcd IC:ml, DOI' IO abridge Lcaoe'1 right I 
aupcnsloa under Ill)' ~o ltalule of diis SI.ale,. • 

15. L£AS'& SOCUIUTV: ~ lhall lake lhc lllgbcat ocgrc:o o{ car-e llld all proper wcgumdl IO pro(CCI aald prcm.laea llld IO pl'e\'CDI theft o{ oil. .... Md odw:r bydroc:arbou 
._ Aid lcuc.. Tbis lndlldca, but IJ DOI limited IO, the iaJwllllioa o( all IICCCUII)' c,qalpmc:al. ecalJ, locb, or ochcr IC'l)l'Opl\11.c prolOCIIVC dcvloc:a Oii OI' II all accca pomU II the lc:uc'1 
prodocdoo., ~ IDd llon&C l)'ltctl1J where lhd\ or bydloc:noiu mi oocw. Lcuoe lhaJl be liable (or die loa or my .. ydiocarbonl rcsuluq f'nD lbcft llld lha1l p.y the Slac o( Tcxu 
royallica lhcroOll u provided bcrdo oo all oil, au or ocher bydrocarboaa IOlt by rcaai oltbdl.. 

U. RWUCTION OF PA YMD<TS: U: dwuit lbc pruury 1cr111, • ponioe oldie laod 00\'a-ed by lhll lc:uc la ladudod w,dwa lbc bouDd8nc:a o/ 1 poolod anlt that 11u bocn arpvwd by 
6c Sdaool Lllld 8oenl ID~ witb N11unl Raourccl Code Soctioal Sl.151·51.ISl, or U: 11114)' llllle u\a' lbc cxpintlon ollbc pruury 1a1D or Ibo cxlaldcd t.crm. tb1J louo-, a 
i- -ber o< Kta lbm Ibo IOUI MDOUDI dc:acribcd hcrda. paymcnu lb.Ill ere made oa • per ACl'O buu bcmmdcr &ball be rcoduocd eccordiog to lhc number ol ICl'CI pooled. rclc:uod, 
w,...,ed. or ocbawbe ~ ao that paymcnu ddm:Dbicd oa • per ACl'O bail -.dcr- die lcnal o( lhls leuo cluriq the prims)' la'III &ball be c,ICllbt.od bued ui- lhc number o( Kta 

__... t.e boundsia o( • poolod lllllt, or, if after the c:xpinlioe o/ lbc prima,y lcnll, the aumbcr of llCl'U ldUl!ly rdainod IDd 00\'a-ed by diis leak. 

17. SUCCESSORS AND ASSIGN : The covauou, -.iitiom Md ap-ocmCDIJ ooolaulcd bcrcin aball extend IO eod be blndiq upon lhc bdn, cxoc:UIOn, adm.lnuull.on, IIUOOCaOl'I or 
-'pa o( Lcacc bcrdll. 

Ja. ANTIQUTil.ES COO In tho event lh.lll aoy faiurc of~ Ct b1slorical in.leftll 1J CIIOOUlltcrcd dunng cbc ICUYlliCI IUlhorir.od by this lcuc, LCl:loo Yi\11 immodialdy oc:uc 
..i..w. -.cl will -.odi-,. moci{y Ibo Ocn,cn1 Lllld Office wl tho Tcxu tllAorical Cocnminb• ao dud adoqu8lc mcuura ~ be undatakm to proccc:t or rccowr IIICb dl.JOO\Uics or 
....... • ~ 1-11 cqnaly pt-i oa 80dcc ollbe Nlllional 16-icu Praavlllioa At:l oC 1966 ~. IO S-91S; 16 U.S.CA 470). Lcaoe lball -ply will! die 
Alldqaltia °* o( Tcxu, Ollp.c,r 191 , Nawral Rc:lour'cc:a Code, u amcndod.. 

2'. vvroE: Leuor wt ia-, mdudiq !cu«, ..--.. wl auipa, bcrcby agree thal wnuc for u y dilputc uisln.g out of • provisioD of dwi leaJc, wbd.bcr cxpl'CU or Implied, 
......, inlc,rprdation o( lhls leaJc, or relating la Ill.)' way to tb1J lcaso or IO ~ cue law, IUl1lta, or adminlJcrlllivc rulca, lhalJ be la a ooun of oompct.Clll ,Jari,dlctlOll loclleld la nms 
COlm(y, St11.c ol Tc:us. 

JO. Lt.ASE nUNC : Pw.- to Chlptcr 9 oflbc Tex. Bus. ~ Com. Code, lhls 1-mu be filed o(,-d la lbc office ol'lbc C-\Y Clcr1c la Ill.)'~ ia wbidi all or aay 1*1 o(lbe 
lcucd prcmbcs b loc8lcd, llld ocrtffied oopies tbcroof mu be filed la tho Ocncnl Lllld 00-- The praa,'bod lil111g foe &ball peny the ocrullcd copla ICDI IO lbe Ocncnl Lllld Office. 
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LESSEE 

TITLE: _ ____________ _ 

DATE: _______ ______ _ 

... 

ERAL LANO OFFICE 

AP ROVED 

C nl«tts ~ 

DC •I ~ 
0 ~-Enc ~ 

STATltOP __________ _ 
(CORPORATION ACKNOWLEDGMENT) 

COUNTY OF _________ _ 

DEFORE ME. lhe undcnlgncd authoril)', OD this d.ty penoaally aw-od·--------------------
bowa IO mc lO be lbc ~ whose umc iJ lublcn1>cd to d!c foresoi,oa imuw:DCIII, u . ________________ __;of 

------------------------------'and aclaiowlcdicd IO me that be cxCCUICd the umc 

Givai aodc:r my hand md IQJ of o.fficc this dic. ___ ___ d.ty °'--------------' 19 ____ _ 

Notwy Public ia and for. ____________ _ 

STATE OP·----------- ([NOMDUAL ACKNOWLEDGMENJ1 
COUNTV OF __________ _ 

Before mc, lhe wxlcnlsnc,d aulhoril)', OD this d.ty pcnonally appcarod. ____________________ _ 

lcDow,a IO mo IO be the pcnoo.1 wbosc umca ore ...t..cribcd IO the forcSoing iaslnimcnt. and IICblowlodgcd IO me thal they cx-.1cd Ibo 
umc for lbc purpose, and considcnrloo thcnin cxprcss..d.. 

Oivai Wider my hand wl acal of office this thc. ___ ___ d.ty or _____________ ._J 19 ____ _ 

Nowy Publlo la and for. ____________ _ 
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September 17, 1998 

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

Dear Mr. Lodge: 

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

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

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

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

Sincerely, 

Robert B. Hatter, Director 
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0 11. ANO CAS UASl: 
NO. M-99601 

WHEREAS, punuant to the Tex.as NlllU'III llt,oun:a Code Chapicn Jl, 33, $1, md Cbapu:r $2, Subchapun A·D md H, (slid Code bciaa bcmnaJ'ter rd'cmd to • N.ll.C.). md aibject to all 
rules and rcguladon.s promulplcd by lhc Commissioncr ol the Gcnetal Land Office md/or the School Land Boen! punuml tbcrcto, aod all Olba IQPllcablc SWU\U aod amcndmaits IO aid 
N .R.C., lhe followlna area, ~ w, t: 

SECTION JJ, BLOCK 51, PUBLIC SOIOOL LAND SURVEY, CULB RSON COUNTY, T&."<AS, CONTAINING APPROXJMAn:LY ~ ACRLS AS SJJOWN ON TICE 
Of'FIClAL MAP OP CULBERSO COU1"TY ON Pll.E IN TIU: T&.XAS CEN'ERAL LAND Of'FICE, AUSTIN, TEXAS, 

was, aftct bein& duly ldvcrtlJcd. offered Cor lusc oo tbe 41.b day of Aurusi. 1998, 11 10:00 o'clock a..m., by the Commissioocr of tho Gc:nc:raJ L.md Office of tho Swc of Tau and the~ 
urid BOltd of the State o! Tcus. for the sole and ooly purpose o<prospe,c:una md dnllina for, and producina oil md/or ps thal may bo found 111d produced from the lbovc dc:,aibcd area, aod 

WI IERl!.AS, al\c:t all bids and rcmiltlnCc:J whlc.b wen, ttedved up to said time haw been duly coasldcn,d by the Comm.lssloocr of the Gcncnl Land Office 111d the Sc.bool Land BOltd II • reauJat 
mccdnJ t.bc:reof in the Gcncnl Laod Office. oo the 4th day of Aurusi. 1998, bc:rcinal\a- lhe ·c:rrecdve elate" and ii was found and dc:unnlncd thll TIT AN RESOURCES, LP. wbode address u 
SOO W. TE,"<AS, SUJTl: .500, l'tflDl.AND, TX 79701 had offered the hiabc:s1 IOd best bid for a lc:a,e oftbe 111U above dacnl>cd and iJ, therefore., aidtlcd IO receive a lease thc:rcoo: 

NOW, TI IEREFORE, 1, Garry Mauro, Cornmiaiooa of the Gc:nc:raJ Laod Office of the Swc ofTc,w, bcmn&l\a ,omctimcs refcmd IO• "Lessor; whose addrc:u iJ AUSllll, Texas. by vinuc of 
tho aithonty VCSlcd in me Md in comidc:radoo of the P9)'111Clll by the bc:roinallcr dalanau,d Lc:,sc,c, the sum of Stttttn Tbouund Sb HWldnd Twtnry Scv-tn and lOflOO Oollan ($1 6,617.lO). 
recd pc or "'ilich r. ba-cby aclcnowledpd m1d or !be royalties, covenants. Jllpulallooa and ooodabOIII coo tamed Md bc:ttby ..,-S 1a be pald. omcrved and pmormed by Lcuee. do bcrcby dcnusc. 
snot. lu.1C and Id unto tho above mcntimcd biddc:t tbe exclusive riaht to prospa:i for, produce aod take oil md/or ps from the aforcAid area upoo the followina tmnJ md c:oaditions, ~wit 

I . RESERVATION: Then u bcrcby cxcq,tcd and rcscrvcd to Lwor the full usc o(tbc property cowrcd hereby Ind all riahts with rc:spc:a to the surface md aihlurfacc thcreoCfor .,y and 
all purposcs cxcq,< tbc»c pmu.cd and IO the c:nc:1u bctcul IJ'lllttd to Lessee. tosc:tba with the riahtJ o( inarcss md CJrCSS md me of Slid lands by Lc:,,or 111d its mmcnl lc:s.scc:s, for purposes of 
cxplorina for and produdna the mlncnu wbic.b .,... DOC covered. or v.1iic.b may DOC bo covered in the fllturc, lmda the tamJ of Iha 1-. bu1 v.luc.b may bo locacd withm the surface boundancs o{ 

tho !used area. All o( the riabtt III md ID tho lc:ascd prcmi.scs rctamcd by Lc:s,or and all of the na!its in and to the lc:ascd prcmacs anntcd IO Lcsscc ba'CIII shall bo cxcrc:isc:d in ~ I IMMCI' tblt 
ocnhcr shall unduly inla'f'ae with the opc:ntlocu or the other. 

l. TERM: Subject to the other provisjon.s bcrco( tbu lease shall be for a tcnn of flu (5) YCS1 from the c:ITecdvc date bereof (bacin c:allcd •pnmary tcrmj and a Iona thcrcaftcr u odor ps 
IJ produced in P,,)'1111 quanutlc:s from said area. 

3. DEL.A Y RENTALS: If no -u be commcn=l oo the land bac:by lc:a,cd oo or before: tho aruuvcrsary dale of thiJ lc:asc, tbiJ lease shall terminate u to both pwtics unless the Lcsscc oo or 
befo d date shall pay or tcndtt to thc Comnussloocr of tho General Land Office or the State of Tt'lW II AUSWl, Tew, the sum or Ono Dollar (S 1.00). pu •en. wlucb shall opcnto u rental 

if ~A the privi]cae or dcfcnina the commcoccmcnt of a well for rwclvc (12) month, from said cbte In like manna and upon Uke P9YIJlmll or tmdtts the commcnccmmt of a "'ell~ be 
liflbsr. dc:fared for like periods of thc same number of moo du -~ly dunna the pnawy term bereo(. 

• • • 
O f . PifflDUCTION ROY Al.. TIES: SubJec:t to the provwon.s for rvyalty rcoic:tiocu ICl out in ait,p.rqnpb (E) or this parqnpb ~. upon production of 0tl and/or pa. the Lcsseo ~ to pey 

or n uae to be paid to the Commlsslona of tho Gcncnl L.md Office in AUSWl, Texas, for the usc and bc:Dcfit of the Staie of Texas. clurina the term hereof. 
0 :(A) OIL: AJ a royalty oo oil. v.hich iJ dtfincd • includma all bydroart>ons produced III a liqwd form II the mouth of the wdl and also all coodcnsalc. d,snllau, aod ocher llqwd 

0

hy~ recovered from oil or ps NII throu&h a lqlllRlOf or Olba eqwpmcnt. u bm:inaftcr p,ovidc:d, L psi of the pou production or the mn..i value tbttoo( 11 !he optJoo of tho Lcuor, 
.~il.°'iCl• to bo dc:1c:raunc:d by I) the luaJ)c:st poGkd pncc., plus premium. if any, offered or paid for 01\, c:oodcnsac, dutill110, or Olba llqwd bydrocarboo.s. rcspccuvc:ly, of a lib type aod pwvtty 
ill tho area when, produced aod v.-bm run. or 2) the lua),at llWU'l price thereof offered or pa,d III the acncraJ area "'here produced and when run. or ) ) tho vaa proeccds or the ale 
th C, "'lucbc:va Is the IIJUICr. Lc:ssc:c •i=l thal before: any ps produced from the land hereby lc:a,c,d u ,old, used or proc:cs,c:d III a plant. 11 will bo NII Cree of COii to Lessor throuah 1111 

e oil llld pa aq,anior or coo""'1donal type or olbcr equlpmm1 111 lc.ul u cfficlcnt 10 tho md that all Uquld bydroc:arbona l'CICOVCBble from the au by ,ucb means w,U bo recovered. Upoa 
• wnl m I or Lessor, the requiremml that rucb ps bo nm throu&h such a aq,en1or or olbcr eqwpmcn1 may bo waived upoo such ~mu aod coodtDCIIIJ u prescribed by Lessor .... 

__ 1~) NON-PROCESSED CAS: AJ a royalty on aoy ps (lncludina Oared p.s). "'luc.b is defined u all bydroc:arbotu and pseouJ sut.1ancc, DOC defined u 01l III subpara&npb (A) above. 
• t~ from any well on said land (cxc:cpc as provided bcrcin with respect tops proccsscd in • plant for the cxtnctioo of psohnc, liquid bydroca,t,ons or otba products) 1/S pan of tho p1llS 

production or the marltet value thcrco(. Ill the opooo o( the Lwor, such value to bo based oo the hiahest awicet price paid or offered for ps of compaBblc qual ity III tho acncnl mu lliUcte 
produc:cd and v.bm nm, or tho aross price po,jd or offered to the producer, "'blcbeva ls arcata proviclcd thal the maximum presllR base in mc:asunn& u,c ps undct thu lease cootnlc:I slw1 DOC II 
any time cxcud 14.6$ pound, per lq\W'O inc.b absolute, and the standard besc tcmpcnrurc &hall bo sixty (60) dc:are,c:s Fahrenheit, CO<T'Cldloo to bo made for pressure eccordtna 10 Boyle'J Law, and 
for spcafk pvi1y accordina io lest made by the Balance Method or by the m0111P!)l'O"cd method oftc:auna ban a used by tho lD<klstty II the tune or tutlna. 



I 

., .... 

(q PROCESSED GAS: M • royalty OD any ps proccucd ID a p.,oluie pl.Int« other plant f« the rccovay of psohne « other llquld bydroarbons, 115 pan of the residue p.s and 
the llquld bydroc:arbons cxtraacd « the aw'cct value thcrcof, II the op(IOD of the Lessor. All royaloes due bcrcui shall be based OD ooe hundred pcrunt (100%) of the total pl.Int production of 
rcs,duc ps 111nl>ulable to p.s produc:cd from lh1J lease, and oo fifty percent ('0%) « tlw percent accnilna to Lcsscc, wblchcvt:r Is the p-ca1er, of the total plan.t produaioo of liquid 
b~ 111111,utable to the ps produced &om this lease; provtded tlw it liquid by~ ate recowrcd &om ps pn,ccucd in • pl111t In which Lcsscc (« iu parcni, subsidla,y « 
a!filialc) owns an lntaat, then the pcrccn~· applicable to liqwd b~ sball be 51\y pm:cnt c,~~) « the highest percent acc:rwng to a third pany proc:cuina p.s through such plant 
Wider a proc:cuina 'IJ'CClllent oc,odlltd II amu' lcoJth (« it thc:rc Is oo such thud 1*1>', the highest pm:cnt then bdna specified In pn,ccssina ogrc,cmcnu or coolnlcls In the industry), 
wblc!MM:r Is the an,aicr. The rc:spective royalues oo residue ps and on liquid b~ ahall be dctcrmJncd by I) the bigbest marltct price pald or offered f« any gu (or liquid 
bydroc:aroocu) of comparable quality In the general area or 2) the croa price paid or olfc:rcd for such rcslduc ps (or the weighted 1vcnac croa scllina price for the rcspcctivc gndes of Uquld 
b~). whichC'Yff Is the a;rcater. la no cvcni. however, shall the royalties pllylblc under this paragraph be less than the royalties which would have been due had the ps ooc been 
pn,ccucd 

(D) 0111ER PRODUCT'S: M a royalty OD carbon black, IUlpbur or any other~ produ.ecd or manufactured from ps (cxcqxina liquid hydrocarbons) whether 111d ps be 
•casu,gbcad, • · dry· « any other ps, by &acdoaatu11, buroina « aoy other proccssuia, l/5 pan of croa producuoo of such producu. or the man:ct value thcrco(, 11 the op<ioo of Lessor, JUCb 
man;ct value to be dclamioed u follows: 

(I) OD the buu of the blgbcst marl.ct pnce of cxb product, dunaa the Ame moath in which mcb product iJ produud. or 
(2) Oo the buu of the ••ens• croa sale pnce of cxb product f« the Ame mOGth in which such producu are produced. wbichevtt is the lfUlcr 

(£) V AR.lAB LE ROY AL TY: (l) SubJCCI to the other provisioo.s of I.bu lease, h Is hereby provided tlw In the event productioo In P9}'UII Qlllllblles is established punuant to the icrms 
of lh1J lease and suc;b produc:doa Is brough.t oa line and salea tbcrco( ate commcnecd witlwi twenty-four (2•) mootlu of the cifccuve date bcroof, the royalty rate provided bettin shall be 
reduced to I&. 75"/., and ahall apply IA> cxb subsequent wdl drilled aod produc:cd oo the land eown:d by this lc:ue Provided tbal, if durilla such tv,,cnty-four (2•) mooth tcno durina which 
1-may cam• roduccd royalty rile ol 11.75"/. u bcrcln provided, Lcssee sbou.ld drill in aood faith and complete the fint wdl u • dry bole oo the land oovc:rcd by this lease, Lessee m•y 
rccdvc • three (J) month cxtcnsioo of the tcno In which to wo a reduced royalty rile by aivina notice to tho Comauuioocr of the Gc:oeral Land Office, oommcnc:lna driUin1 opcn.tloru on an 
tidditiooal well prior to the expiration or such three (3) month period and prosccutloa dlllacotly and In aood faith the drillioa of sud! addition.al well and oomptclina same so tlw producdoo in 
payina quantities Is csablisbed and so tlw such production Is brouabt oo line and salea thcroof arc oommcnccd prior to the cx:piradoo of such three (3) mootb c:xtcnlioo period. 

(u1 lo the cvait production in ~I QIWl!itiea Is established punuanl to lhe tcrmJ of this lease and such production is brough1 oa line and sales thcroof arc commenced all.er the 
cq,inrloa of twcnty-four (24) mootbs from the dTccuvc dlle beroof bul pnor to the C'XpU'llioo of fony-ci&ht ( ••> mootlu from the dTocave cl.au bc:rcof, the royalty rile provided bc:rcln &ball be 
rcduc.cd to 1'.J75"/. and shall apply to cxb subsequent well drilled and produecd oa the laod oovcn,d by this lease:. Provided tbal, it durlna such tv,,cnty-four (24) mOllth tcno during which 
Lcsscc may c:atu a reduced royalty 1111e ol 1'.J75"/. u bcm.D provided, Lcuee should dnll In aood faith and complete the linR well u a dry bole on the land oovcrcd by this lease, Lessee may 
roc:avc • cbrcc (3) mooth cxtalSiOD o( the term In which to c:atu a rcducod royalty rile by IJYIIII nocice to the Comaussioacr of the Gc:oeral Land Office, commc:oclna clrilllila opcntioru oo an 
edditiooal wdl prior to lhe c,q,tntioo or such tine (3) moatb pcnod 111d pn»cCUlinc diliaently md m aood f'llth the drilluia of such addiuooal wdl and complclina Ame so tlw producdon In 
P9}'lna quanonea Is atablisbed aod 10 tlw such production u brousflt on line and sales tbcrco( are commenced pnor to the cq,inrloo of such tine (3) month CXlCIUioo period. 

(F) NO DEDU<:nONS: Lcsscc 1i?1=CS tlw all royaltiea acc:rwna to Lessor under I.bu lease ahall be without deduction for the cost of producina. ll"lnSpOrtllll, and otherwise malan& the 
oil, ps and other products produced bC1'CWldc:r ready f« sale or use. 

(C) ROY AL 1'Y lN IOND: Notwithaandln1 anything conwo«I bCTCU1 to tho coninry, Louor may, • Its optlon, upon DO( less lhan 60 daya DOtic. to Leuce, n,qulre at any lime or from 
lime to limo tlw payment of all or any royalties acauin1 to Ltuor undcr this lcue be made In kind without deduaioo for the cost of producina. ptbcrina. storina. scpantina. ll'QUna, 
debydratina. oompressina. p,occssina, trllUpOrtina and otherwise makina the oil, ps and other~ produecd bcmmdcr ready (or sale« use. Lcuor's righ1 to talcc its royalty In lclnd 
ahaJJ DOI dlmi.a.isb or ocpu, Lcucx's ricbtJ « Lcssce'1 obUptioos, wbctber cxpc-c:u or impllod, undcr thJ. leuo. 

(II) PLANT FUEL AND R.ECYCU:D CAS: No royalty sball be payable oa any ps u may rcprcscnt this leue'a proportionate &bare of any fuel used to process pa produced 
bc:rcw,dcr in 111y proccain1 pbnL Nocw11lu1and1111 an)'lhin1 CODlSined bcrcill to the ooatnty, and subjccl to the OOOKnt In writloa of the Commwloacr of the GcncnJ 1.aod Office, Leuec 
may recycle ps f« ps lift purposes oo the leased prrmiscs af\cr the liqwd bydrocarbclu cootaincd In lhe pa have been removed, aod no royalties shall be payable on the p.s 10 recycled unlil 
such lime u the same may thacafta be produced aod ,old or u.scd by Lessee In such manocr u to entitle Lessor to • royalty tbcrcoo under the royalty provwOGS of this lcue. 

(I) MINIMUM ROY AL n': Duriq any yur after the cq,ir.iioo of the primM)' tcno of this lcasc. l!thls lease is maintained by production., the royalties pald to Lessor in no cvcol shall 
be less than III amount c,quaJ to thc toal annual dchy rental bcm.D provided; otherwise, tbcre sball be due and payable oo « bdore the last day of the month succ:«dinJ the annivasary cl.au of 
this tease a sum c,quaJ U> the total 111Dual rental less the amOWJt ol royaltiea pald dwina the pn,c:alina yu,r 

(J) MARGINAL PRODU<:nON ROYALTY: Upoo Lcssce'1 wnl!CD applicat100., the School Land Board may reduce the royalty rate SCI out III I.bu pangrapb and/« the minimum 
royalty sct out ID subplragrapb • (I) to extend the coanomlc life of this lease 111d cncx,urqc rccovay or od « ps tlw might ochcrwiae rcmalo unrccovcrcd. Any such royalty reduction mlUI 
ooafono to the requlmncou o( any School I.And Doud admlnutnave Nies oo this subjcc:L Royalty m.ay !IOI be rcduc<>d below the applicable awuiory minimum. 

5. ROY ALTY PA YM£NTS AND REPORTS: All royalties DOI taken In kinds.ball be paid to tho Commluioocr or the General Land Office II Austin. TCX&J, In the foUowina ounner. 
Paymcot o ( royalty oo production of oil aod p.s ahaJJ be u provided In the rulca - («th in the T CX&J R.<slJ:icr. Rwea cum:ntly provide th.II royalty on oil Is due and must be rcccJvw 111 1¥ 

Gcncrat Land Office on or bdore Ibo jth day of the aec:ood mooth succccdina the mooth of producdoo., and royalty oo ps Is due and must be rcccJved In the Gc:ocnl Land Office OD erJ¥11,gl' 
the I Sth day of the aec:ood month succccding the monlh of production, accompanied by lhe affidavit of the owucr, manaacr « other autboriz.cd •1cni. oomplctcd In the fono and ~: 
pracribod by the Ocncral I.AOd Office and abowuts the sross amount and dispoatloo or all oil and ps produced and the marl<ct value of tho od and au. toactber with a oopy of all ~u.­
rccorda or rcporu ooafinnina the croa productioll, dispoatioo and matUI value includina ... meter rudiqs. pipdine rcccJpB, ps line rccdpu and other chccla or mcncnod.a or amcUI 
produced and put Into pipcliDcs. lmks, « pools md pa lines or pl llOfqc, and my other rcporu or records willch lbe Ocncral I.And Office may rcqwre to vcnfy the poss produCUllo. 
dispoatioa and man:ct value. Ill all c:a.sea the autbonty of a m111.1&er or qent U> act for the ~ bcmn m1111 be filed III the General I.AOd Office. £acb royalty paymen1 sh.all be ~ 
by a cbcdc stub, tcbcdule. IWDIDlr)' or other remittance advice abowlna by the usisncd Gc:ocnl Land Office lease oumbcr the amount of royalty h<in1 pald oo cxb lease. !! Lessee ~~iJ. 
royalty OD or before thiny (30) days aJ\cr the royalty paymcot WU due, then Lcssc,e owes a pcnalty of j% OD tho royalty or llS.00, whichever Is puier. A royalcy paymcnl which Is OfS thirty 
(30) days late sh.all MlCNC a penalty of•~~ of the royalty due« ns.oo whicbevtt Is p-ca1cr lo additloa to a penalty, royaltiea sball lCCl'UC lntc:rc1111 a rate of 12% per year; such in-ri • 
besln acaulna when the royalty Is sixty (60) days ovaduc. Affidaviu and suppanina documct11J "''hlch arc not lilcd wben due shall Incur • penally In an amount SCI by the Gc:odal Lan! 
Offiec adminiRnltlvc rule which Is efrcc:tivc oo the date wbcn the allidaviu or supponin1 documcou wc:rc due. The Lcsscc shall bear all ruponsibtlaty foe payina or c:ausin& royalties to'bc 
paid u prncribcd by the due date provtdcd bc:rcln. P.ymcot of the delinquency penalty shal.1 111 no way operate to prohibil the State's right of (orfc11Urc u provided by law oor act to pos1pe1» 
the date oo which royalties wa-c originally due. The above penalty provlfloos shall not apply In cues of title dispute u to the State's portion of the royalty or to tlw portion of the ~la• 
dtJpu1e u to Cu maritct value. • ...... 

'- (A) R.ES£R YES, CONTRACTS AND 0111.ER RECORDS: 1-ahaJJ 111Dually fllmisb the CommluiODer of the General Land Office with iu bcSl pcw ible estimate of oir aod 
~ undcrlyu,a tbiJ lease « at.locable to this lease and ahaJJ fura.isb aald Commwloocr with copies of all cooirac:u uodct which p.s Is sold or proc:csscd and all subsequent ..,ecmcots and 
amcodmaiu to such ooatneu w,tlw, duny (30) days after entcnoa Into « maJcma such oootncU. aarc,cmcou or amcodmcnu Such ooatractJ and lllfCCIDenlJ when rccdvcd by the General 
Land Office shall be held In ooatidcncc by the Gcncrat Land Office lmlcsa othaw!se llllboriz.cd by Lcsscc. All other ooatncts and records pcrui.o.ina to the productioa, 11'111UpO<Wioo., sale and 
mam:tu11 of the oil aod pa produced oo said premises. Ulcludi.o1 the books and ICCOWIIJ, reccipu and dlscbaraes of all wells. tanla, pools, meters, and pipelines sball II all tlmea be subject to 
wpcctloo and c:umlnatioo by lbe Com.miwooer of the ClcncnJ Land Office, the Aaorney Gc:oeral, the Go,,crnor, « lbe rcprcscnwive of any of them. 
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(B) ORJLLlNG R.£CORDS: Writtco notice o( all opcntions on lhu lease ahall be ,ubmjned lo the Coaun1-ooa-oflhe General Land Office by Lessee 0t opcntOI' five (5) dayw befon: 
,pod ewe, woc'o<ovcr, n:-coay, lC:mponry abandoo.mCIDI « plug aod abudoo.mcnt of any well or wells. Such wnttco -ice lo the Gcncnl Land Office ah&IJ LDC!ude cop,c:s o( R&itro..d 
Commluion fomu for application to drill. Coi>ces o( well ICSIJ, completion rcporu and plugp,1 rcporu ahall be supplied lo the General Land Office at the tim~ Ibey are filed with the Texas 
R&iir-1 Commiuloa. Ltssec ahall supply lhe Gcocral Land Office with any l'CCOC'ds. mcmcnod.a, accounts, rq>orU, c:vltlap and cores. or ocher lnl'ormaaoo rclaavc lo the operation of the 
aboYe-dcsc:n'bcd prcmis-cs. which may be requested by the Gcncnl l..ald Office, in add,don lo those bacLD cxprcssly prov1dcd for. Lcsscc ah&IJ have an clcc:tncal andfor llldiOKUvity IUIVq 
made on the bore-hole ,ccdoa, from the base of the surfau casina to the 10W depth of well, of all ,.cliJ drilled oo the above descn'bcd prcmucs and ahaJI cransmJI a lNe copy of the 101 or cacb 
--, on each well 10 the Gcncnl Land Office within fil\ecn ( 15) days after the maloaa of &aid JUrVC)' 

(C) PENAL Tl ES: Lc:sscc ahaJI lnc:vr • penalty wbcncva- reports, doc:vmcou or ocher m.&1cnals arc - filed LD lhc General Land Office "''Ilea due. ~ penalty (c. bk 6lins ahaJI be ICI 

by the General Land Office ~ve Nie which Is ctTcc:t1ve on lhc date wbco lhc m.llcnals v,crc due in the General Land Office. 

7. RETAINED Aau:AC E: Nocwilhstandl.og any provision of lhu kasc to lhc conlnty, at\cr a well producins or capable of producu,1 otl or ps bu bcco completed on the leased 
pmnlscs. Leucc ahall a crdsc the chliscoce of • reuooably pnidcnt open.IOI' in dnll1n1 JUCb add,tional well or wells u may be re.a.soaably lleccssaty for the proper devclopmcot of the lased 
premises and In marlcctina the produetion lhcnon 

(A) VEATI L: ln the evait trus IQSC Is in fora, and ctTcct two (2) ycan alter the c:xpinuoo da.te of the primary or CXIClldcd term It ahall the11 tcrmLDAIC u lo all of the leased prcmlscs, 
EXCEPT {I) 40 1CRS surTOWK!lns each oil well c:apeble of producing in payuia quanuues and 320 acres 1WTOW1dui1 each ps well capable of producu,1 LD payuia quaoutics (lllduduta a abut· 
in on or p1 well u provided in Pansrapb 11 bcn:ol). or a well upon which Lc:ssoc l.s thco cnpaed in coounuous dnlhng 0t rcworlcina opc:ra11ons, or (2) the number of acres 1ncludcd in a 
produc:ln1 pooled unit plll'SU&llt to Nanni lwowcc:s Code Scc:dODJ 32. 131·'2. 133, or (3) 111d! grcaicr or lwcr number of 1mS u may then be allowed ror producdoo purposes 10 1 pn:ntioo 
unit for each such producing well under the nilcs and regulations of the R.allroad Commiuioo of Tcxu, or any suc:ccssor agency, or ocher govcrnmcnw authonty havina jurtsdicuoo Witlun 
90 days of a partial tcrmioation of th.b IQSC in eccordaoce with th.b subparasrapb and upoo payment of the minimum filina fee Jct by Gcncral Laod Office Nies in ctTect at the tune of the 
p,wtlal tcnnination, Lessee llha!I have the riaht to obcai.o a surface lease (or ingress and egress on and acrou the tcnninatcd portion of the leased prcm1scs u may be rcuooably occcsscy for the 
continllcd opcndoo of the pOttioca of the lease raiwolng in force and cffcc:t. If Lcucc failJ lo apply Cc. a surface •- within the 90 day period spc,c:illed above, Leucc may apply for a 
,url'ace lu.se from the Land Office, but lhc Land Commwloner bu tbe ducrctioo lo annt or deny such application and lo Jct die fee for such surf.ICC lease. 

{B) IIOR.I.Z.ONT AL: ln the ovcot th.b lease Is in fORlC and cffcc:t two (2) ycan after the cxpindon date of the pnmary or extended t.crm It shall (\11\bc:r tcruWWe u lo all depths below 
100 fcct below the lOCAI dq,lh dri.lled (bcrana.f\er "dcq,cr depths") in each weU located OD aaure rcwned in ~ 7 (A) above, unless on « befon: two (2) yan al\cr the pnmary or 
cxtcodcd tam Leucc pays on amount equal to oo.c-balt (112) o( the bonllS oripnally paid u consideration for thu lase (u spc,c:illed on paae I berool). l( such amount ii paid, th.b lcuc aha!I 
be in fon:c and dTcc:t u to JUCb dcq,cr depths, and Aid lcrmioation ahall be delayed for an add,tiooal period of two (2) ycan lod so loo1 t.bcrcaller u odor p1 Is produced m payuiJ quan1111cs 
from IUcb dcq,cr depths eovcnd by dili lease. 

(C) rDFXn FICA TIO AM> FILING: The surface acraae rcwned bCl'l:Uftdcr u to each well shall, u ncarty u pnic:tical, be LD the (oc-m o( a equate with the well located in the ccntcr 
thcr-co(, or such ocher shape u may be approvcd by the School und Board. Widun thuty (30) days after penal lCl'llWWIOII ol thu lease u prov1ded hc:mn., Lc:ssoc shall cxcc:utc aod record a 
rdease or rdcascs COIU1.UI.Ull a Atisfaaory lcpl description of the acreqe and/or depths DOC rctained bcmmdcr The rccordcd release, or a caufied oopy of same, shall be filed ID the Gcocral 
I.Mid Office, accompwed by the 6lioa fee prcscn'bod by the Gcocnl Llod Office rules in dTcc:t oa the dale the release Is filed. lf Leucc fails or rdusa to aec:vt.c and rocord suc:b release 0t 

rdcua wilbln oindy (90) days at1t:r bdos requested lo do 10 by the Gcocral Land Office, thco the c-.mlssiooer at his IOlc disaaioo may dcslpWc by wnttco instrument the acrap snd/or 
depths 1o be rcleued b=uodcr md record such insuumcnt II Lc:ssoc'1 cxi-ac ID the CIOUDI)' « -.odes wbcrc die lease Is loc:atcd and LD the officaal ,-ds ol the Gcncnl Land Office and 
lllCb dcslpla!ioa ahaJI be biodui111poo Lcucc for .n purposes. lf at any time a.lier the ctrocdvc date o( the penu.l 1cnninadoo provisloca bcrcot; the applicable field rules arc cbanaed or the 
well or wcUs localed tbcrcoo are roclasdlicd ao th.at 1c:a oauge Is tbcnall.cr allocated to &aid y,.c:U °' wells for production purpoacs. this lease shall thcrcupoo tcrmloatc u to all -sc DOC • 
tbcrallcr allocaud to Aid well or wells for production purposes. 

I. OFFSET WELLS: lf otl and/or ps abould be produced in commadal quaoutles from a well localed on land privalcly owned or on Swc land leased at a lesser royalty, which wcU Is 
within one thollSand (1,000) feet of tbe oru loduclod bcrcio, or which well l.s drainlos the arca covered by this lcuc, the Lcslc,e ah&IJ, widun IUtty (60) dayw after IUcb Initial pn,d-oo from 
tbc drmnlq wdl or the well localed within ono thow:and (1 ,000) feet from the area OCM:rcd by tlw IC&JC bcaio in good faith and proocc:u.te cWiacolly lhc drillins o< an otlict well oo the area 
OCM:rcd by tb.b lease. aod IUcb offset weU shall be drilled to rucb dq,lh u may be nocessary lo prcvcol the undue draln&&c of tho area cova'Cd by lhu lease, and the Lcsscc. mmaaer or dnller 
lhaJ.l ...., aU mearu ..-y In • aood r.llh cff'on io malco such olract wdl produce oil a.odlor ps In commcrd.al quanutlcs. Only upon the dctcrmlnadoo o( tho Comml.uloncr and with his 
writtco ll)llf'OYal, may the psymcol o( a -,:,pcnsatory royalty aati.dy the oblip.tion to drill an offset well« -u, required under tbu Pwaan,pb 

, . ORY IIOLEIC£SSATION OF PRODUCTION DURING PRIMA.RY TERM: ll, durias the primary 1cnn bcrcof and prior to discovery and produd.ioa of oo or ps on aid land, 
Lcucc abould drill a dry hole or boles thc:rcoo. « If durina tbe priowy 1crm bcroof and after the ducovay and actual production of on or ps &om the leased prcm1scs such production then:of 
ahoold cc:ue Crom my cawc. tb.b lcue ah&IJ - laminate if on or before the c:xpindon of sixty (60) da)'I &om date o( completion of &aid dry bole or ccuatloo of producdon Lcs1c,e 
commcoccs additional driilioa or rcwondog opcndoca thereon. or pays or tcodcn the llCXI annu.al delay rental in lhc ume manner u prov1ded in lhu lcax. l!, durina the last year of the 
primll)' tam or within sixty (60) days prior tbcrao, a dry bole be completed and abandooed, °' the producdoo of oll or p1 abould cease for any c:awe, Lc:ssoc'1 nstiu &baJJ razwn ID full force 
lod cffOClt wilboul furtbcr opcr-ions until the expiration o( the primMy lcrm; aod If l.csscc w DOI raumed producuoo In P9}'UII quantJbes II the cq,,ratioo o( the priowy tam, Lasec may 
malntaln tb.b lase by ooodocwia additional driilina or rcwondos opcntioca pw-1 to Pancn;>b I 0, USUII the c:xpinuon o< the primary tam u the date of ccssadoo of producdon under 
J>ananph 10. Should tbc 6nt wdl or c y subM,qucnt wdl drilled oo the above desafbed laod be compldcd u a &hut-in oil or pa weU willun tbc pnmay tcrm bcrcoC, Lcuc,c may resume 
~t o( the lftll.uaJ rauaJ in tbc AIDC manDCI' U provided bcrdn 00 or bc{on, the rauaJ ~ dare (olJowiq tbe cx:plratioo o( sixty (60) days (tom the date o( c:omplcnoo o( such lhut'ill olJ 
or Pi "Ill and apoo the !allure to aw:e suc:b pmymeot, this lcuc shall ip,o Cact.0 tcrmlnalc. 1t II the cxplnitioo o( the prlm.y tam or any time thcrcaJ\t:r a ahat-in otl or pa well Is located on 
the4cucd ,_,,U£< peymccu may be made lo IICOOrdaoee with the shu.t-in provislODJ hereof . . -~--
,, ~ TION, OIULUNG, AM> REWORKING: l!, after the cxplndoo of the pnmary tcno, producdoo of oil or ps from the luscd pranl.sca. after oacc obcatocd, &bould owe 

6---.y -. thl.s lcue ah&IJ - I01lllrwe If La;,ec commcoccs oddidonal dnU1n1 or rcwor1dA1 opcntions within II.XI)' (60) days aJ\cr IUcb ceaaadoo, lllld thl.s lease &hall rmwa la full 
Corcc .,.! dfcc:t for 10 loo.g u IIUd, opcntloo.s axuinue in aood &lib lod in worlananlw mmocr without lnlcmlpdoa.s totalloc men than sixty (60) daya. lf IIUdi drilllti1 or rewonina 
~rpu!t in the produc:doo of on or p.s.. the lease ahall rcmalo ID M l fon:c and cffcc:t for ., too1 u on or pa Is produc:cd from tbe luscd prcmua in ~ quantities or i-)'IIICOt of 
of)u,...,· .-tor ps well royalties or peymcnt or compcnsatOry royalties Is made u provided bcrda « u provided by law, lf the drillioa or rcworia.ns opcntioca result ID the completion of a wcU 
u : ~ \olc, the lease will DOC t.crmliwe if the Lcucc oommcnccs addJtlooal drillins or rewor1do1 opcndODJ wilhln sixty (60) days after tbe completion of the well u a dry bole, lod lhu lease 
ah.,l~•(in drcct IO 1ooa u 1-oontioua driUuig or rcwondog operations lo good faith and in a wori:man1J.lce manocr withot11 intcm1ptioca loWUII mon, than sixty (60) days Lcasec 
ahabisJvc -ltte11 oooce IO the General Land Office wilbln lhirty (30) days o( any cessation of produetion • . 

I \, ~11,fT'· lN ROYALTIES: Foe- pwposa of lhu paragraph, "well" means any wcU that has been USIIJled a ,.ell number by the state aacncy haYtD&Jurtsdicdon ova the producdoo of oil 
an.t P.:'e U'. any lime~ tbe c:xplntiOD of the primwy tam or a lca.,o that. undl bcins abut IA, WU bdos mainwoed in fora, and dTcct, a weU capable of produc!Da oil « ps in ~I 
quan'tita ~ located OD the leased prcmucs, but on « ps Is - bdns produced r« laclc or lllitable producdon fK!litics 0t laclt or a suitable market. thco Lcuce may pay u a &bu.t·in oil « p1 
~ ~fnount equal 10 double lhc annual raiw provided in the lcuc, but DOI less than Sl,200 a year r« c.acb well capable orproducina on 0t ps in peyioa quantities. To be dTocdve, 
~tlal-11ut-i.o oil« ps royalty mwt be pl.Id OD« bd'orc: (1) the c:xplntiOD of the primary lcnn, (2) 60 days after lhe Lessee ocascs lo produce oil 0t ps &om lhe luscd prcmucs, « (3) 
60 days aft.er Lessee complac:s • dn1Juig Ot ~I opcndon lo eccordance with lhe lcuc provisloca, wblcbcvc:r date Is la.tA:Sl. lf lhc &but-4n oil 0t ps royalty Is pl.Id, tbe lease ab.a!I be 
-,,sidcnd to be • produc:ins lease, and lhe paymeo1 ah&IJ cxtcnd lhe tam o< the lca.,c r« a period or one yur Crom tbe end of tbc primary tam, 0t &om tbe 6nt day or the month foUow!aa the 
month in wtik.h producdoo oeued, IOd. after that, If DO suitable produetion facfhtlci Ot llultable ma,1'ct f0t the oil « ps ex.bu, Lc:ssoc may cxtcnd tbe lase foe- four men ,uocesslve pcriodJ of 
one ( 1) yar by peying the aame amount cacb year on « before the cxplndon of each abut,bi year 

11. COMP£N TORY ROYALTIES: !!. durins lhc period tbe lease ls ltcpt U1 dTcc:t by paymcot oftbc ahut,bi oil« ps royalty, od 0t ps b aold and ddivcrad in payins quantitiu 
from • well localed widun one lhow.and (1,000) feet o<lhc lc&scd pmnba and -,:,pldcd in the aame producuia rcscrvou, 0t LD any c:asc: LD wbkb dn.lo..aa~ to coollllue to 
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m.ainta.iD. the lca.sc by paying tbc shut-in Oil or gas royalty shall cease. but the lease shall ranain effective for the remainder of the year for which the royalty bu been paid. The Lcssoc may 
~tain the~ for foor more ~vc years by ~ ~g com~ royalty at lhc royalty rate provided in the I~ of the market value of production &om the wcll c:ausing the 
chmage or which is completed m tbc same producing tesel'VOir and within one thousand (1,000) feet of the leased premises. The compensatocy royalty is IO be paid monthly IO the 
Commissioacr beginning on. or before the last day of the month following the month ia. which tbc oil or psis pcoduccd from the well causing the drainage or tfw is completed in the same 
producing reservoir and located within one thou.sand (l,000) feet of the leased premises; if the compensatory royalty paid in any 12-moath period is in an amount 1c:ss than the amual shut-in 
oil or ps royalty, Lessee shall pay an amount equal to the diffcrmce v.ithin thirty (30) days from the cad of the 12-month period; and none of these provisions will rd.ievc Lessee of the 
obligatioo. of rca.wn.ablc dcvdopmc:nt nor the obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the detennination of the Commiss.iooer, and with the 
Commissioner's written approval. the payment of compensatory royalties shall satisfy the obligatioo to drill offset wells. Compensatory royalty paylllents which arc not timely paid will acauc 
pemlty and interesc ill aocorda:Dcc with Paragraph .5 of this lease. 

13. EXTENSIONS: U: at the expiration of the primary term of this lease, production of oil or gas has not been obtained oa the leased premises but drilling operations arc being conducted 
thereon. in good faith and ia • good and wodananlikc manner, Les.sec may, oa or before the expiration of the primary term, file in the General Land Office written applicatiaa to the 
Commissiooer of the General Land Office for a thirty (30) day extension of di.is !cue, accampanied by payment of Three Thousand Dollars ($3,000.00) if this lease coven six hundred forty 
(640) acres ar less and Six lbousand Dalian ($6,000.00) if this lease cavers more than six hundred forty (640) acres and the Cam.missioocr sh.all. in writing. extend this lease for a thirty (30) 
day period from and after the expiration of the primary term and so long thcrcaftcr IS oil or gas is produced in paying quailtitics; provided further, thatJ .. esscc may, sa long as such dnlling 
apcrations arc -being CC111ducted malcc like application and payment during any thirty (30) day extended period for an additian.al cxtensioo of thirty {JO) days ancl,. upoa receipt of such 
application and payment. the Commissioner shall,, in writing. again extend chis lease sa that same shall remain in fan:e for such addition.al thirty (30) day period and sa long thereafter as oil or 
gas is poduccd in paying quantities; provided, however, that this lease shall not be extended for more th.an a total of three hundred ninety (390) days from and after the cxpiradaa of the 
primary term unJess production in paying quantities bas been obtained. 

1.C.. USE OF WATER; SURFACE: Lessee shall have the right to u..sc water produced oo said land ncccssary for operatioru hereunder and solely upon the leased premises; provided, 
howe-.u, Lessee shaO not use potable water or water suitable for livestock or inigation purposes for water flood operations without the prior written cooscnt of Lessor. Subject to its obligation 
to pay surface damages. Lessee shall have the right to use so much of the sur:£acc of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing 
the produaioo therefrom., such use to be conducted under conditions of least injury to the surface of the land. Lessee shaJI pay surface dam.ages in an amount Id by the General Land Office 
rec scbedu1c which is cffcaivc on the date when the activity requiring the payment of surface damages occurs. 

15. POLLtmON: In developing this area, Les.sec shall use the highest dcgmc of care and al! proper safeguards to prevent pollution. Without limiting the forcgolllg, pollution of coastal 
wedands. natural waterways. rivers and impounded. water shall be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the 
CYCDt of pollutioa. Lcssoc shall use al! means at its disposal to rccapturc 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 u to protect livestock against loss. damage or injury; aad upoo 
completion or abandonment of any well ~ wells, Lessee shall fill and level all slush pits and cellars and completely dean up the drilling site.of all rubbish thereon. 

(B) SUBMERGED LANDS: No discharge of solid waste or garbage shaU be allowed into State waters from any drilling or support vessels, production platform. crew or supply boat, 
ba:rge.jadc.-op rig or ocher equipmcut located oa tho leased area. Solid waste lhall include but shall not be limited to cootaincrs, cquipmcnt. rubbish, plastic, glass. and any other man-made 
DCXHliodegmdablc items. A sign must be displayed in a high tnffic area on al.I vesscls and manned platforms stating. -oischarge or any solid waste or g:arbago into State Wltcrs from vessels 
or platforms is strictly prohibited IDd may 11.1bjec:t a Statc"OfTcus lease to forfeiture.• Such statement shall be in lettering of at lea.st ~~ in size. 

(C') RIVERS: To the extent eccs.sary to preYfflt pollution. the provisions found ~ subscdiom (a) and (b) of this ~h shall dso apply to rivus and rivabcds.. 

(D) PENAL'IY: Failure to comply with the requirements of chis provision may result in the maximum penally all~ by Jaw including fod"citure of the lease. UUCC shall be liable for 
the: damages caused by soeh failure and any costs and cxpcnscs incumd io cleaning ucas affected by the discharged waste. 

l&. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this 1c:asc. a legible sign on which 
shall be stated the name of the operator, the lease designation and the well number. Where two or morc wells oa the same lease or where wells on two or more leases arc cooncctcd to the same 
tank ba:ttcry, whether by individual Oow line connections direct to the tank or tanks or by use of a multiple bcadcr system. each line bctwecu each well ,md such tank or header .shall be leg."bly 
Identified It all times, either by a finnJy attached tag or plate or an identification properly painted oo 11.1ch line at a distance. not to exceed three (3) feet Crom 11.1ch tank or header connection. 
Said signs. tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lease. 

11. ASSIGNMENTS; The lease may be transfc:rml at any time. All transfers must rd"crcnce the lease by the file number and must be m:ordcd in the county where the area is located, and 
the recorded tnnsfer or a copy certified to by the C-ounty Cak: of the county where the transfer is recorded must be filed in the General Land Office within ninety (90) days of the execution 
date, u proYidcd by N.R.C. Section 52.026, accompanied by the filing fee pn:sc:n"bcd by the Gcocral Land Office rules in effect OD the date of receipt by the Gcnc:ral Land Office of 11.1ch 
transfer er c:atified c:opy- dlcrcof. Every transferee shall lUCCCCd to all rights and be subjec:t to al! obligations, liabilities, and penalties owed to the State by the origin.al Jessee or any prior 
tnmsferee o(tbo lease, including my liabilities to the state for unpaid royalties. 

11. RELEASES: Lcssec may rdeasc the rights gn;ntcd hereunder to the State at any time by recording the rclca.,e in the county where this area is lib.lated and filing the rccordcd release or 
eatificd copy of um.e in the Gcocral Land Office within ninety (90) days after its execution acccmpanied by the filing fee prescribed by lhe General Land Office rules in effect m the date of 
m:cip( by Ille Gcncnl Land Office of such ..tease « ceniticd copy thC«Of. Such ..tease will not haw Ille dl'ect of ..tcasmg Lessee from ony liability th=<afon, ICC%Ucd In favor of Ille §'l'C. 

• • • 
19. LIEN: In accordance with N.R.C. Section 52136, the State shall have a tint lien upon al! oil md gas produced from the area covered by this lease to socurc payment of all &l>ai! 
~ and other lml1S of money that may become due under this lease. By acceptance of this lease, Lessee gn.nts the State, in addition ta the lien provided. by N.R.C. Section 52.136 ~ • 
OCha' applicable statutory lien, Ill c:q,ras contnctu.al lien oa and security interest io al! leased mincnls in and extracted from the leased premises, all proceeds which may accrue toill.cim,e 
from the sale of llk:b leased minerals. whether such proceeds arc held by Lessoc or by a third party, and all fixtures OD and improvements to the teased premises used in conncctioo with te 
production or proocssing of such leased minerals in order to socurc the payment of all royalties or other amounts due or to become due under this lease aud to seca:rc payment of any ~ ~ 
loss tmt Lessor may suffer by rca.,oa of Lessee's breach of any covenant or condition of this lease, whether express or implied. 'Ibis lien and security interest may be foecloscd wr, or 
without court prooceding:s ID the manner provided in the n~e I, Oiaptc:r 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to oc.c!Jf.1 • 
and record such instruments u may be ~ ~ to acbowledgc, IUadJ. or pcrfOI.C thiJ lien. Lessee hereby rq,resen11 that there are no prior or superior liens Irising Oft Pe~ • 
relating to Lessee's activities upon the above-dc,ml,cd property or &om Lcsscc's acquisition of chis lease. Should the Commissioner at 1ny time dctcnninc that this rcprcscatation is n:f trae,-
thc:n the Commissioner may declare this lease forfeited IS provided herein. • ..... 

lO. FORFEITURE: IfUUCC lha.11 Cail or refuse to make the payment ot. any swn within thirty (30) days after it becomes due, or if Lessee or m authorized agent should knowingl)I make • 

any false return or false report cooccming production or drilling. or if Lcsscc ah.all fail or refuse to drill auy offset well or wells In good faith as ~ by law md the rules and regulMY 
adopted by the Commissioner or the General Land Office, er if Les.see lhould fail to file reports in the manaer required by Jaw or fail to comply with rules and regulations prom.ulg~ Ac•• 
Gc:acral Land Office, the School Land Board. er the Railroad Commission. or refuse the proper authority access to the records pertaining to opcratioas. or if Lcsscc or m authonze9 agcnr. 
should knowingly !ail or refuse to give comet information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a conect log of any well, or if Lessee sh.all 
bowingly violate any o(thc material provisions o(this lease, or if this lease LI assigned aad the assignment is aot filed in the Gcncnl Land Office as required by law, the rights acquired under 
dii, lease lh.aU be subject to forfeiture by the Commissioner, and ho ah.all forfeit same when su.fficicndy informed of the facts which authorize a forfeiture. aad wbcn forfeited the area sball 
again be 11.1bjcct to lease to the highest bidder, under the umc regulations coatrolling the original talc of leases. However, aoching hcrcio. ahaU be c:omtraed as waiving the automatic 
lerminatioa of this lcasc by operation of law or by rcasoo of any special limitation lriSlllg hereunder. Forfeitures may be set aside and this lease and all rights thcrcundcr rein.stated before the 
rights of another intcrvmc 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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11. RIVERB ED TRACTS: In the evtttt lhls lca.sc coven I riva-bcd. Lessee is hereby spocifically p-anlcd the right o( eminent domain and coodcnuWioo as J)l"O\lldcd for ui N.JLC 
Sections Sl .092·52.093, u a pan o(thc cocuidcraaoo mOVUJg lo~ (or the COVCD&Dll herein made by Lessee 

l l. AJ'PLI OLE LAWS AND DRI LLl C RESTRICTIONS: Thls lease shall be subject to all rules and resuJll.ioos, and omcndmcnt1 therctO, promulgated by the Comm!uioocr o( 

lhe General Land Office covcrnu,1 drilling and produana operations oo Permanent Frtc School Land spcclliully meluduig any rules promulgated tbal relate to plllll o( opcBIIOOS, psymcnt o( 

royalties., and auditlna pn,ccdurcs. and shall be subject to all other wlid swutcs, rules., recuJotioru.. ordc:n and ordmmccs tbal may affcc1 opcnrioru Wider the provisions o( this lease. Without 
limiting the 1cneralily o( the (orqoing. Lessee hereby agrcu. by the accq,uoce of this lcuc. to be boond by and subject to all swutocy and recuJatocy provbions rclatin1 to the General Land 
Office', audit billin& nooce and audit bearings proccdwu. Said provisions ore c:wmitly found 11 3 I Texas Adminuu.uve Code, OlaplcT 4, and Tcxas Naniral R.csourca Code SectiOllS 52.IH 
and $2.137 throu&h 52.140. In the eYCnl this lca.sc coven land fnochbod or leased or Olherwls,e usod by a navlptioo dutrie1 or by the United States (or the J>Uf'POk of navlptioa Of other 
purpose incident 10 the opcnuoa o( 1 pon, then Lessee shaJl noc be entitled to enter or possess such land without pnor approval u provided under Scctioo 61 117 of the Texas W11cr Code. but 
Lcsscc shall be cnutled to develop such land (or 011 and p, by dlrccooaal dnlling; provided, bowncr, tbal no swface dnJlu,g locadoo may be oc:arer than 660 fee1 and ,pedal pcrmwioo from 
the Commlulooer or the General Land Office is occcss.vy 10 make any surucc location nearer Ihm l, 160 feet m~ at risbl 111a)cs Crom the nuresl bu.lkbcad line Of Crom the ncarcs1 

dredged bottom edge of 111y chAMcl, slip, or turning basui which has been authoriz.cd by the Urutcd Swu u I fcdcn.l project fOf future constnK:llon, wluchewr is nearer 

lJ. R EMOVAL OF EQUIPMENT: Upoo the lfflninatioo of thls lcasc for any caiac:, Lessee shall DOI, ui 111y CYall. be permitted to remove the casina or 111y pan of the oqwpmenl from 
111y producing. dty, Of abandooed well or wells wi thout the wrinen cooscnt of the Commls.siooa o{ the General Land Office or bis authoriz.cd reprcscoawvc, nor shall Lessee. without the 
wrincn COCl$Cllt of said Commls.siooer or his authorized rqnscatotive remove from lhc lc:asod pmnisu th.e C&SUII or any other equipment. matenal, macluncry, ll)plianca or JlfOPfflY owned 
by Lessee and usod by Lessee lo the development and productioo or oil or ps therefrom WIUI all dry or obandoocd wcllJ have bcal pluucd and WIUI all a.lush or refuse pill have been properly 
filled and al l brokai or discarded lumber, macluncry, or ckbru shall have been removed from the premises to the sausfacooo o{ the 111d Comm1ss1oocr Of llll authonzcd reprcscntao,c. 

l4. FORC E lltAJ"EUR£: Should Lessee be pn:vcnted Crom complyu,a with any express or u:nplied coY'CIWlt or thu lease, from cooducung dnlhoa opcnuoos dicreoa. Of from produema 
oO .-.d/or ps tberdiom., al\cr dTon made i.n sood faith. by rcuon of war, rcbcWoa, riots, llril.cs, fires. acu or God or 111y order, rule or rcsuJ,woo o( pcmme11tal authonty. the11 "'iulc so 
pn:vcnted. Lcucc', obUptioo to comply with auch cow:nant shall be suspended upoo proper and wis(IICtory proo( prcsaitcd to the Commlssioocr of the OcncraJ Land Office ui aippon or 
Lcsscc's oootcntloo 111d Lc:ssce shall DOI be liable {Of damages {Of fail~ to comply thcrew1th (cxcq,t In the cvait of lease opcntions IUSpCDdcd u provided III the rules and rcauJatjOllS 
o,doptcd by the School Laod B~ ; and this lca.sc shall be extended while and eo Iona u Lessee is prcva,tcd. by any such cause, Crom dnllinl, rcwor1clna opcnrloos or producina oil ondlOf 
p, &om lhc leased prcmiJc:s; provldod. boweva-, tbal DCllhln1 bcrein1hall be cocscrucd to suspend the payment of rentals durina the pnma,y Of extended cam, nor to abnd1c Lcsscc's ri&ht to a 
suspension Wider &11)' applicable JWUIC of this Swe. 

l.S. LEAS£ Stc\JJUTY: Lcsscc shall talcc lhc hlghcst ckpw of care and all proper safcl'W"(ls to proc.cct 111d prcmlscs and to prevent thd\ of oil, ps, and other hydrocarboas produc,ed 
Crom Aid lease. This Includes, but is DOC llm.itcd to, the in.sulladoo of all necessary equipment., s,eals, locks, or ocher appropn&IC protecove devica oo or II all accas pl)Ulll II the lease's 
producdon, ptbcrin1 and stonlC ,ystcms where tbcJ\ of bydrocatboDJ can occur. L.cssc,c shall be liable for the loss o( any bydrocarboos resul11n1 Crom thd\ and shall pay die Swe o{ T cxu 
royalties thcrooo u provldod bcrdn oo all oil., p, or other byclrocarboos lost by rcuon of theft. 

U. RED en ON OP PAYMENTS: ~ during the pnmaty term, a poruoo o( the land covered by thu lease ls Included witlun the boundancs of a pooled wut that bas boco approved by 
the School Land Boen! in accordance with Natunl R.csoun:cs Code Sccdons 52. 151· 52. UJ, or 1(. 11 111)' ume al\cr the cxpindoa of the pnma,y cam or die cxu:ndcd cam. thls lease oow:n a 
lc:sscr ll\lDlber of .au than die total amount descn'bod bcrdn., payme11ll that arc made oa a per ocn, bas!I bacuodcr shall be rcduecd acoordu,1 to the number of .au pooled, rclc:ascd, 
aum:odcnd, or odlerwiJe acw:rcd, eo that paymcnll determined on a per acre besis under the tams of this lease durlna the primary tam sb.alJ be calcuw.cd buod upon die number of acres 
outside the boundaries o{ a pooled unit. or, i( aJ\cr lhc cxpintioa of lhc primary tam, lbe number of lCIU IJCl\lally rewned and covered by this lease 

n . SUCCESSORS AND 
&Sllsns ot Lcsscc bercin.. 

IC S: Tbe CO\ICIWlts, oooditloas md agrc,cmcots coowiu:d bcmn shall extend to and be buidt.na upoo the brus, cuauon., admLDJ.Jll"IIOl'S, successors or 

24. ANn QUTn £S CODE: Ill the cvait tba1 aay fc:ann of wchcoloa,cal or blslorical lot=:st is ~tcred dunq the ldivitics IWlhori.r.cd by Ibis lease. Lc:ssce will llDIDcdlatcly cease 
ecdvltlcs and will lm:mcdialdy DOCify the General Laod Office and thc Tc,w Hisloncal Commission eo that lldcqu.&lc mcuurcs may be uodcrtalcco to proc.cct or - such clisoovcnes or 
6ndinp, u oppropriatc. Lcsscc ls cx:prcs$1y placed on nodce o( the Nllloa.al Hislorical l'rcsa'va.lioa Act of 1966 (PB-IU6, SO Swutc 9U; 16 U.S.C.A. 470). Lessee shall comply with lhc 
Ant.iqu.itlea Code oCTc:xu,. Ou,pla- 19 1, NatunJ R.csoun:cs Code, u amended. 

" · VVIUE: ~ mid lcssce, lncludina lcucc's succc:uon and usipi.s, hereby lll'CC that vatuc for any dispute IIUIJII out ol a provuloo of thu loue. wbctbcr express or implied. 
rcprdina inlttpffl.ll:ioo or this lcuc, or relanns in 111y way lO this lease or to lll)l)licable cue t.w, swutea, or lldministnt.ive rules. shall be in a court of canpe1a1t jurudicuoa loealcd In Trsvis 
Coun\Y, SWc of Texas. 

30. LEASE FIUNC: Punuant to Oiapter 9 of the Tex. Bus • .t Com Code, this lease must be filed of record III the office of the County Oc:ric lo any oouary Ul which all or any plt1 of the 
le&scd prcmlscs ls located. and cc:nuled copies thereof must be filed la the General Land Office. The prcscn'bcd film& fee shall ICCOCIIJ>SOY the ccrufied oop1es scnt to the Gcocn1 und Office. 

... . . . . .. .... 
• • • .. . 

• 
•• •• • •••• 

• ...... 
• • 
• 

•••• . . 
•••• . 

•••••• • • 
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ll. EXEetmON: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State of ·~ 
Teus. 

TITAN RESOURCES, L.P., By and Through Its ~~;:v~· 
Dan P. Colwell 

TITLE: y; ce Pees; dent - I and 

DATE,:~----"S~ep~t~e~m~b~e~r--"25"-'-1 ~1~9~9~8'----

SfATEOF ___ TccEccXccA.:.S ____ _ ~-.-· . (CORPORATION ACKNOWLEDGMEN1) 

COUNIYOF_~M~l~D~L~AN~D~----

BEFORE ME, th, undmignod wthority, 00 this day pmonally ,ppe,,ed,___D_A_N_P_._C_DL_w_E_L_t:_'·-----------

b.own eomc to be the pcnoo. whose name is subsa:ibcd to the foregoing instn..uncnt. u, _ ___cV..:l..:C..:E:....:.P..:R..:E..:S.:.l.:.D=E:..:Nc.T-'-c-LA=N..:D:_ ____ __;of TI TAN RESOURCES I , I NC., 

_G_e_n_e_r_a_l_P_a_r_t_n_e_r_o_f_T_I_T_A_N_R_ES_O_U_R_C_E_S_,_L_._P_. ___________ .and acknowledged to me that he cxecatcd the same 

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

SfATEOF, __________ _ 
(INDIVIDUAL ACKNOWLEDGMEN'I) 

COUNIYOF _________ _ 

Before me, the undc:nigncd authority, on this day penonally appeared, _________ _.:. __________ _ 

b.OWII to me to be the pcnoos whose names arc subsaibed to the foregoing instrument. and aclcnowlcdgcd to me that they executed the 
same for the purposes and CODSidcrat:ioo therein expressed. 

Given under my hand and seal of office this the, _____ _cdayof _____________ ~ 19, _____ • 

• •• • • • •• • 
•••• • • • • • • 

• 
•••• • •••• 
• •••••• • • 

• 
•••• • • •••• 

---------------------i·co..-··· • • Notary Public in and for ____________ _ 
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LCIIBC Number Book/Vol 

TX29 9 - 109- 142 -000-00 78 308 51 195 

State o f Texas 

Legal Descr iption 

Sect1on 33, BLock ~2. Publ1 hool ~ ,nd Survry Culbers n nty T x11s 

tt 1clal MJp t Culbers n unty n t 1le in the T x s ·er,e,a Land ft 1 

PROSPECT TX29 9 PARAGON 

P yee • 

State o f Texas 
••• ral Land Off i c e 

N. Congress Avenue 
in, TX 78701 

INDI AN/ST/ FE 

Beg. 08/04 /1999 DELAY RENTAL 

County I ParUh Stat 

CULBERSON TX 

..... 0ate 00/ 04 / 98 

ntaining appr xi'Tllllely 64 a res AB sh wn nth" 

Aust.n Texas 

.. " . 

99056 4 10 

I count I, J;nbcr Amour.t 

CHE K # 100 414 

. N : ~ • T NS TO Dl::POS!TOHY You have tit•en ctee1gr , t 1 ,e dqx:e1t ry t I the ah ve deacr1tt l p~yment P.eae,• cre l .t the proceena 
h• .- , • • •• the p" rt 1 ea rll rne I nd In the a m r e 1 l at 1 t, 11 y l ! f u • '/ C r y .> a I e U T RETURN r he I< l t 

tMI •te dcpoa1t to the c1ect1t of the puty n,rnel 1n a ape 1111 a cunt and ,1v1se us 110 e n as poss1h,,-, t r tur•her 1nst1uct.1ons 

100414 



•••• • • • • • • 
•••• • • • • • • 

• 
•• •• • • • • • 

• •• • • • •• • 
• 
•• • • ••• • 



Check # 101226 
Property Id / MMS Eff. Date Record ing Information State County/ Parish 

TX299· 109 142 000·00 08/04/1998 11/21/98 BK 78 PG 308 ENTRY 5 Ll 95 TEXAS Culberson 

' .M 99601 

Property Name I Lessor 

Comm1SS1oner of the General Land Office of the State of Texas 

Property Legal Description 
Section 33, Block 52, Public School Land Survey, Culberson County, Texas, containing approximately 640 acres as shown on the omcial Map of Culberson 

~,ncy on m, '" ~· T=s ;p;,~·i: ::rce S L.f Xrp10,(]l) 
00 G1(JR~ 

Payee Name & Address SSN / Tax Id Number 

State of Texas, actlng by and through the 
CommlSS1oner of the General Land Office Federal Tax Wi thheld 
1700 N. Congress Avenue 0.00 
t-ustJn, TX 78701 Ar count Number 

Tota l Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 

Due Date (1n months) Description Due Charges Sub-Type Sub-Id 

08/04/2000 12 Delay Rental 640.00 0.00 

. / ., ... 0.00 0.00 .... .... . • rr 0.00 0.00 

... . . • . . 
• l I . 0.00 0.00 

- . . . . . . 
: • J I 0.00 0.00 
• ... 

InstructJons to depository: you have been des1gnated as depository for the above descnbed payment(s) Please credit the proceeds thereof to the parties 
named and 1n the amounts 1nd1cated. Should any difficulty anse, make the deposit 1n a special account, and contact us 1mmed1atel'N ~ 1 Q 12 2 6 



~I 

..... . . . . . 
····. · .... . . . . . . . . .. .. . . . . . . . 

.. 
• • . ... 



Check# 102559 
Property Id I MMS Eff. Date Recording Information State County/Parish 

TX299-109 142 000-00 08/04/1998 11/21/98 BK 78 PG 308 ENTRY 51195 ° 0 ! •• • •. t • as Culberson . 
M 9%01 • . .. . . . . . . . . . . 

- • . . • • . . . . ... 
Property Name / Lessor 

Comm1ss1oner of the General Land Office of the Slate or Texas 

Property Legal Description 

Sectlon 33, Block 52, Public School Land Survey, Culberson County, Texas, containing approximately 640 acres as shown on the OfflClal Map of Culberson 
County on file 1n the Texas General Land Office, Austin, Texas 

\~lrft'-' 
Payee Name & Address SSN/ Tax Id Number 

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

lf_ Y-Co4JJ.CT) 
Account Number 

~((? ~L,l_ ces Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 
Due Date (1n 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 

n1n11o~~h 
I I 0.00 000 v-,..v -r...,,'-'.......- -

I I 0.00 0.00 

Instructions to depos1tory: you have been designated as depos1tory for the above descnbed payment(s). Please credit the proceeds thereof to the parties 
named and In the amounts indicated Should any difficulty anse, make the depos1t in a speoal account, and contact us 1mmed1at<N ~ 1 Q 2 5 5 ~ 



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



Check #9901463 
Property Id / MMS Eff. Date Recordlna Informatlon State County/Parish 

n<299· l 09-14 2-000-00 08/04/1998 11/21/98 BK 78 PG 308 ENTRY 51195 ... • .·.T CUiberson . . . 
M-99601 

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

Property Name / Lessor 

CommlSSioner of the General Land Office of the Stale of Texas 

Property Leaal Description 
SectJon 33, Block 52, Public School Land Survey, Culberson Counly, Texas, containing approximately 640 acres as shown on the Official Map or CUiberson 
Counly on file In the Texas General Land Office, Austin, Texas 

0204~292 

Payee Name & Address SSN/Tax Id Number 

State or Texas, acting by and through the Comm1SS1oner or the General Land Office 
1700 N. Congress Avenue 

d" \ 
Federal Tax Withheld 

Austin, TX 78701 

1 
0.00 

Account "'lumber 

Total Bank Charaes 
0.00 

Payment Period Payment Amount Bank Service Property Property 

Due Date (in months) Descrlptlon Due Charges Sub-Type Sub-Id 

08/ 04/2002 12 DELAY RENTAL 640.00 0.00 

( 

I I - 0.00 0.00 

-
I I 0.00 0.00 uv -

=, 
I J , , n-

... , -
I I . , 0.00 0.00 v I /1-1 

/\ v 

I I 0.00 0.00 

Instructions to depository: you have been designated as depository ror the above described payment(s). Please credit the proceeds th~l9-t1p~rt~ 
named and In the amounts Indicated. Should any d1fficully anse, make the deposit in a special account, and contact us immediately. ~ ~ U £.j. b 3 
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• • • • • • • • • • • • • • • • • • • • • • • • • • ••• • • • 


