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APPLICANT 
AGREEMENT 

039602 
AUGUST 4, 1998 

MINERAL LEASE DID APPLICATION 
Texas General Land Office ED - CA--040(8-93) 

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

APPLICANT ~Nam~e __ T_I_T_AN_RE_S_O_UR_C_E_S_,_L_.P_. _____ _ 
IDENTIFICATION 
TO APPEAR ON :..:Ac::dd::.:re:::::ss,..___5_0_0_W_. T_E_XA_S_,_S_U_IT_E_so_o _____ _ 
LEASE (type/print) 

AREA 
DESCRIPTION 

DID 
SUBMISSION 

MGL.NO. 
6 

APPLICANT 
TAX I.D.11 

SIGNATURE OF 
AGENT 
(type/print below) 

City MIDLAND State TX Zio 79701 

(lndude +4 Code) 

Telephone ( 915) 498-8600 

Culberson Public School Land 
County(ies), _____ _ Survey/Area _____ _ 

52 34 (lfApplieable) 240.70 
Blockffsp .. ___ Section/Tract._____ Acres. __ _ 

(If Applicable) 

,.,( A.,_,)c.:Ceeasc!!l:..:1 D,::o,,,necus'--'E"'-n"'cl"'o'-"=se:::_d_,(,,.,$)c_ ______ (type/print amount below) 

,.,(D:.,)c,:S:,:al,:::CS::cFc.:·e:::.e.:..:Ac:tta::occ:hed=.__,,($::.) _______ (type/print amount below) 

This Sales Fee Is I· 112% of the cash bonus as provided in Section 32.110 of the 
Natural Resources Code as amended • 

APPLICANT (same as above) 
TIT AN RESOURCES, L.P. 

~4ze~ 
~ohn E. Lodge . 

DO NUS AMOUNT ONLY (A) 
~ Not include sales fee) 

($) 6,253.39 
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~ usHtn, 'O;exa~ 

OIL AND CAS LY.AS 
NO. M"""41l 

WIIEREAS, l)(lm*II IO !he Tex» Nll\nl ~ Code a..c,....s ll, l.l, $1, IDd Quip« $2, ~ A·D -S II., (me! Code bciaa bcn:ina.fto- rdcmd ID as N.Jl.C.). IDd 9llbjccl 10 ID 
rules IDd rcpltiON .-,-ulpod by the CommlJdoocr of Ibo Ocncnl I.mid Office m,J/o,: die School I.Aid Dofll'd pur.- thcrdO, IDd all Olbcr ~ -la IDd --1mcou 10 aid 
N .R.C.. the followina en:a, 111-Wi 

5W/I, .t Sil 01' NW/4 01' cno )", BLOCK 52, PUDUC SOIOOL LAND SURVt:Y, CUL.BERSON COUNTY, TI:XAS, COl'n'AlNlNC APPROXlMATELY 140.70 ACRF..S 
AS SHOWN ON TICE OF'PlCIAL MAJ' Of' CULBE.RSON COUNTY ON PlU: IN TICE T!XAS Cffil!RAL LAND Of'FICF.., AUSTIN, TEXAS, 

..... al\cr bciq duly ~ otrcrod fo,: .... OD Ibo 4da dq o( A11p,c, lffl, 1111 I 0'.00 o'dock La., by !be 0:-miwk»« ol lbe Ocmnl Lwl Offioo ol !be Slllle ol Tex» -S die School 
I.Aid Bo.-d ollbe Slalc otTcx.as. f« lhe .oic -i oat1 P'A'PI* otprOlpCCdaa-i mu1ma r«, -s producma oil mdl« sas dull...,, be round -i procmced 6-- die ebcM dc,cribc,d -a: -i 

WI IEREAS, after all bid, IDd rcmhtmocs which were rccdved 11p to uld time haw bom duly considcn,d by tbc Commbsioncr of the Ocncnl LMd Office md the School I.mid Dofll'd 1111 a rcpllr 
mcdioa dMnolm'lhe General I.mid Offioo. OD die 41111 dq of A•cu,t, lffl, bcrd11&1\crdM "drcctive dlllo" llld i- found IDd detcnnl-1 lhlll TITAN RESOURCES, LP. wboN ~ la 
SOO W. TEXAS, SlJ1Tt 500, r.ODLAND, TX 7'701 II.ad otrcrod the hlsbcst IDd best bid Co,: a ka,o olthe- ebcM dcmibod IIDCI 11, lhcrcforc, cntidcd 10 rccc:iw a lcao tbcrccm: 

NOW, TIIEJU!FOIUl, 1, Gany Man, Commlaioocr oflhe Ocncnl I.Aid Offic.i oflhe S-ofTc:xu, bcrciDallar IOlllctimoa rcfcrrod IO as "t.aw," w1-e addraa la Aulti.ll, Tcx.u, by virtllC of 
die IUllioriiy w-i la - and la considcndoa o(the ~ by die ba'Cinalkr dcsipMCd Lcaca, Ibo- ol ,,..__. Tw-• lhmdrcd Flll)' Tbnc ud 3"100 DoUa.n, (U,ln.39), 
roodpt ol'..t.ldi ls bcnby Kbowlodpd md o(d,e rvyalda,-, lllp,abdou ..cl ocmdiuou caalal-s ..cl l,ad,y ap-s to be peld. omcrwd-S performed by 1.-. do bcrd,y dcmba. 
.,....._ loM. IDd Id WIIO lbe aboY. mmtionod bMldtr die cxdllSlve ricbl IO Jll'OIPCC' Co,:, produce aed cab oil md/o,: .. Dua die a!orcald area "POD lhe foUowuta iams lllld c:ondiua., 11MnC 

I. RESERVATION: Then, la bc:rcby Cllocptcd Md racrYCd IO Lc:uor !he IWJ u,c of Ibo property-.! bcnby Mid all riahlJ wilh ~ IO die ,ur6,ce and a,blllrfacG lhcnof (o,: Ill.)' Md 
all ~ Cllcq,I lhoec pnc,d end 10 Ibo extent bercia pmlcd IO 1.-. IOIClhcr wilh lhe ri,htl of ui,rca and c.,-ca 80d IIIO ol aaid lands by 1.-.- md ilJ miDcnl lcssoes, fo,: pUl'P(IICS of 
~OMS f« IDd producioa cbo m1ncnu .. 'bldl we aot coveroc1, « wbk:b in-,, DOI be CCl'U'OCI 1a Ibo ftitun. -sa- Ibo iams ot lllll i-, but wlaldi may be lca&cd wilhia me-<- bQwidlnca ot 
lbe lcatc,d area. All of the risbts la and IO lbe ICNOd pranlJcs rculocd by Lcaor llld all al lbe nsbts la and 10 lbe IC890d praabcs pmtod IO Laroe bc:raa lball be acrcuod aa llada a _. dull 
ncilhc:r lhall llD4ily lnlafcre wilh Ibo opcntioaa of lbe Olbcr 

1. TtRM! Subject 10 the oCbcr provlaions llcreol; thll laite tlial.J be r« a 1cr111 ol live (5) yan &ca die drecuvt dlllo IICRol' (bcraa called "pnmary 1.oraj and as lOQI lhaaftcr as ou « ps 
is procmced In peyb,1 quan.tmcs from aald area. 

3. DELA y RENTALS: If IIO wdl be commc:nccd 00 Ibo laod bcrd,y lca,cd 00 0( bcf ore lhe MIN_,. cb,u or l.bls 1-, lh!J lc.uo lhall lcnninato u IO both panics unlca Ibo 1-OD 0( 

before aald $1o aball pll)' o,: lalClcr IO lbc Comm!JaloMroltbc Ocncnl I.Aid Office ollbe S-olTcus Ill Amtia, Tex.as, lhe mm o( One Ooli. (Sl.00). pu acn. wblch ,ball opcnte N rcnlal 
~ ooYW tbe piv!Jeae ol dc!orrlna Che--• ol a -U (or twclw (12) 8IOlldia Crom -'cl ci.a.. a lib -1111111pOD lib pqm-. o,: ICllden lbe oom_, of a we.II ma)' bo 
filnha- ddcmd Co,: I • paiods ol lbe - -bcr o/-lbJ IUCCCSSl'Vdy cbioa die pruury tcna bcreoC. 

._ PRODUCTION ROY AL TIES: Subj«t 10 lbe provbloo.s (o,: rvyall)' rcdilctioos IGl out la 111bpenppll (E} oflhla ~ -4, uix- produc:tioo of oil m,J/o,: ps. Ibo 1-lll'CCS IO P11 «- IO be paid 10 lbe CommlJliooa' oflhe Ocncnl I.Aid Office In Amtia, Tex.as, Co,: die- and benefit of the SWc ofTcx.u, cluria& the lcr1II bend 

(A) OlL: N a rvyalcy on. whidi Is dd"u,c,d a.s Including all ~ producod in a liquid form al the mouth o( the wdl end alJo 1111 CODdcnsalc. distillltc. and oCbcr liqwd 
byclroQ,t,ocu l'CICOYCRd Crom oil o,: ps run d:irouah a lCJ*1i(or o,: other oqulpmcnt, u hcrclnallcr provided, 115 I*' of the groa producdoa o,: Ibo mlrlcct wluc thereof; • the opdoo o( Ibo 1-, 
IDCta wlue 10 be dct.cnnlood by I) Ibo ltlsJ>aa ~ price.. plus premium, If aay, otrcrod « paid fo,: oil, ooadiii.e. dl,tillJte, or other lupd ~ rapectiw.ly, of a like l)'))C IDd 1111\'IIY 
la tbe p:ncnl - when procmced Mid whaa nm, o,: 2) tbc lupcst ~ pr,ce lbcniof otrc:red « paid ii the 1CDU111 - wbcn producod aed wbca nm, o,: l) die .,oa ~ of lbe &ale 
lhcreo( wblcbcvcr is die lfQICr Lc:tlcc apes that before 1111.)' P, procmced from die land bcrd,y lcuod is aold, lllcd Of pr-,od ii a p&a.t, ii wilJ be NII froc o{ - 10 1.-." tbroa ... • 
adcqwlle oil me! ps aqw.aor of-1onal iypo or oCbcr oqulpmcot 1111 lcul u cffid• IO Ibo aid Iha all llqwd llydlocmrbom recoYCnble Crom die pa by IUcli - will bo recoYa'OCl 1Jpm 
wrillal OOOJCOl of 1.-.-, the n,qulrc:ma,1 lhal ..ch ps be run lhrouah auc.b a tcpantor or oCbcr oqulpmm m-,. bo waived IIJIOll ..ch LcrmJ and oonditloru u prcscribcd by 1-. 

(B) NO -PR £D CAS: M a rvyalty 00 any pl (LDCludiaa Oared ps). which U ddinod U all bydrocl,t,om IDd p.tCOW a,bltaoccs not defined U OU UI ~ (A) above, 
producod from any ~II oo Aid land (acq,c u provided bcraa wilh rcspcct IO pl procc-.d ii a plant (o,: lbe ancdoa of p.,olmc, llquid hydrc>arbou o,: Olhc:r jll'Oducu) 1/S pen of !he poa 
production o,: lbe marled value tba'COI; 1111 die option of the Lcuor, IUdl wluc IO be bailCd oo !he lalpc.1 msld price paid o,: offcrod (o,: ps of oompsablo qualil)' la Ibo 1ClftCll'II! - wt.en 
producod aod whas Nil, Of die groa price paid Of olrcred IO !be prodoocr, wbld,c....,, la sr-pnMdod lblll tbe -.Im- p,-. t.. ii ......... the pa IIDlla- dlU 1.-OODlraCt aba1J DOI Ill 

111y time cxcccd 1-4 6$ powwls per lqllal'C Inda ablol1&e. and die llandatd bac 11:111pcr-. llhall be~ (60) clcan,cs Fahrcabac, oomc1ion 10 be made Cor prcmn--«lin1 io ~Ida t....w, llld 
C« ,pcdf'lc 1111\1111 accordina io 1cs1 made b)' lh• o.i- Med,od or by die - -.,proved mahod o1--. bda1 mod by the Ind.wry 1111 Ibo 11111e ..r 1e11u1a. 



' . 

(q PROCESS£0 CAS: M a royalty oa any ps proc.c:sscd In a p.,olioe plant a, ocher plant fa, the rccovay of p.,olinc a, ocher Uquld hydrocarboru. llS pan of the residue ps and 
the liquid hydroc:atboas cxtnctcd a, the mam.t value lhct'CO(, 11 the option of the Lcssor. All royal ti ct due hcreln ahall be blJcd oa one hundred pct\)Cnl (100%) of the tow plant production of 
residue ps 111n'butable to ps produced from thu lcuc, and oo (11\y pcnlCllt (50%) a, lhat pcnlClll accru1n, 10 l..esJcc, whichevcr lJ the puter, of the IOtal plant productloo of Uquld 
b~ attnbutable IO lhe ps produocd from thu lease; provided that if Uquld hydroc:8tbom lll'C rccovcrcd from ps proc.c:sscd in a plant in which Lcsscc (a, Its parcnt, aubddlary or 
otlillMc) owu aa in~ then die pcrccnu,e applicable to bquld bydtocarbou aball be fil\y pcrocat (50%) a, the highest pcrocal accruln1 to a third party proccssia1 ps through 1UCb plant 
mda- a proccssin1 agrcancat ncgotialcd at ~ lm,ih (a, if there Is no such third peny, the b.lsbest pcrccllt tbca bda1 spocffied in proccuin1 ag:rocmcots a, oontnc:ll in the i.oduslJy), 
wbldicYCr Is the greater. The rcspoaive royalties oa residue ps IOd oa UquJd bydroc:mbocu ahalJ be dctam1ncd by I) the hlgbcsl marut price paid a, offered fa, any gas (Of liquid 
tqdioc.tiou) of ooml)IIRl>le qualjlY In the ccocnl area a, 2) the crcm prioc p.ld a, offered for IUCb residue gas (a, the wdgb1ed avaqc IJ'OU adling price foe the rcspoaive grades of Uquld 
bydroc8rbooJ), whichewr IJ the greater. In no event, however, ahall the royalties payable wider thiJ parappb be less than the royaltica which would have been due had the gu DOI been 
proc.c:sscd. 

(0) OTILER PRODUCT'S: M a royalty oa c:atboa blaclc., sulphur or any ocher produc:u produced a, manufactured from gas (c:xccptin1 Uquid bydroc:atboas) whether said ps be 
•C&Slllgbcad." •dry" a, any oChcr ps. by Cractiooatin&. butuillc a, any other proccssm1, IJS palt of IJ'OU procluctioa of IUCb producu, a, the marlcct value thcnlof, 11 the optloa of Lessor, auch 
awlct value IO be delcrmiocd u follows: 

(I) On the basis of the bighcst man:ct pnco of each produc:t. dunng the same month m which IUCb product Is produced, a, 
(2) On the basis of the avenge IJ'OU ale price of each product fa, the aame moo th in which IUCb produc:u lll'C produocd, whichever Is the puicr. 

(£) VARI.ADLE ROY AL TY: (i) Subject to the ocher provislODJ of thls lc.ase. it IJ hereby provided lhat in the event production In paying quantities is CSCAbliJhed pursuant 10 the terms 
ol dl!J lcue and IUCb production IJ broucbt oo line and ulca thcnlof lll'C oommcnccd within rwcnty, fOW" (2•) months of the effoc:tive dale hereof, the royalty me provided bcrcin ahall be 
~ to ll.7S%, and &hall apply IO cecb IUbloquca.t wdl drilled and produced on Ibo land OOYa"cd by thiJ lease. Provided that, If cluriog lUCb IWCOty·fOW" CU) month term dwing which 
i..-~ an a rcduocd royallY f'IIC of 11.75% u bercia provided. Lcaoc lbould drill In good faith and complete the lint wdl u a dry bole oa the land OOYa"cd by thu lease, Lessee may 
receive a tbrcc ()) moalh CXICllsioa ol the tcnn In ""illcb IO _... a reduced royal1Y rate by pvin1 notice IO the Commiuioocr of the General Land Office.. commendn1 drillin, opcntiou oa an 
additional wdl pric, IO the cxplrmioa of IUCb three ()) month period and proaccutl,lg diligcotly and in good faith the clrillinc of IUCb edditioaaJ wcU and completing Ame 10 lhat production In 
~g quantities is CSlabliJhed and so that sucb productloa IJ broughl oa line and ulca tbcrcof lll'C commcoccd priOf to the cxpiratioa of IUdl three()) month cxtmsloa period. 

(al) ID the cvc:nt productloa in paying qumtities is eslabllshed punuant to the tcnns of thls lease and IUCb productloa is broucbt oo line and ales thereof lll'C oommcoccd allcr the 
cxpintioa oltwcn1Y-four Cl•) months mim the cffoc:ti~ date bercofbut pria, to die cxpirllioa of forty-eight (0) moaths from the effc:cdve dale hereof, lbc royalty me provided hcmn ahalJ be 
rcduocd IO 1'.375% and ahalJ apply to each rub.cqucnt wdl drilled and produced oa the lad cowrcd by thiJ leue. Provided that, if clurio1 IUCb IWCOty·four Cl•) month 1cr111 cluriog which 
Lcuoc ~ ani a reduced royalty rate or 19 .l 7 5 • u hcrdn provided.. 1-should drill In good faith and complete the firsl wdl u a dry bole oa the land c:ovcrcd by thiJ lease, Lascc may 
rccdve a three()) month CXICll.lioa of the tcrm in which to ani a rcduocd royalty rale by pving notioc to the Commlmoacr of the General Land Offioc, commcodng drillin, opcntioa.s oo an 
additional wdJ pria, IO the cxpiratlon oC such three (3) month period and pro,ccuting ddlccotly and in good faith the drillinc of IUCb edditiooal well and compleun, Ame 10 lhat productloa In 
~ quantities Is calablisbcd and IO that such productloa IJ brought on line and ales thereof we commcoccd prior to the cxplrmioa of IUCb three ()) moo.th ex1cruloo period. 

(fl) NO DEDUCTIO S: Lcuoc apca lhat all royalties accntlng to Lcaor under thls lease ahall be without dcductioa fa, the cost of producing. u.nsporting, and Olhc:rwisc making the 
oil. ps and Olhcr products produced bcmmdcr ,-fy for aale a, 11JC. 

(C) ROY AL TY lN KIND: Notwhhstandiq lll)'lhlA1 COlllalood hcrdo to the--,., Lcaoc may,"' 111 opdoo.. ,..- - lea liua 60 claya ~ IO l..cacc, roqwrc ot my time or Crom 
time IO time dud ~ o{ all a, tllY royalties accrulnt IO Lcuor under- llllJ lease be ll1lide In kind without dcductioo {a, the COSI of produc:ina. ptbcriq. llOrio&, acpentla1, treatina. 
~ oomprcaiq. proccaing. lnDlpOIUD& and ochc:rwlsc maldng the oil. gas and ocher products produced b=undc:r ,-fy fa, ale a, use. Lessor', righ.t to take Its royallY in kind 
..ii 90( diminish a, ncptc Lcuor'a rigbts or 1-'1 obllptlons, wbdhcr cxprcu a, impllcd, undcr chis lease. 

(TI) PLANT FUEL ANO R£CYCL£D CAS: No royal\)' ahalJ be peyM>lc oa fllY ps u may rcprcacot chis lease's proportlooate a.bare of any fllcl used to process gas produced 
....._.... iD tllY prooesdq plaat. NotwitbQodlq aa,ythlq oontaillcd hcrclJI IO the OOlllnry, and llll1jcc:t IO tbc ooascat In writing of the Commla:loocr of the General Land Offioc, Lessee 
aq teeyde pa foe pa Iii\ purpoeca oa Che lc:ucd prcmi,CI after the l.iql&ld llydiocst,oa.a contained In the ps have been rcmoYCd, IOd no royaltica ahalJ be payable on the ps ao recycled until 
-* time u the umc ~ dlctuJ\cr be p'Odu,cc,d and ,old a, ucd by Lcuoc lo sucb mamicr u IO cotitle Lcaor to • royal1Y thcrcoo under the royalty provislona ofthu lcuc. 

(1) MINIMUM ROY ALTY: During my year allcrthe cxpirltioa oCthe primsy 1cr111 olthls lease, If dl!J lease Is m.aintalncd by production, the royalties paid IO Lcaor In no cvcot ahall 
be lea lhlD • snOIIDI CCI\W to the total 111111ial delay rcol.11 bcrdn provided; othcrwlsc, lhcrc 1:ball be due and payable oo a, bc(a,c the last dl.y of the moo th auccceding the annlvcrwy date of 
di!, lcuc a aum CCI\W to the total annual rcotal lea the amount of royaltlca paid during the prcccdlng year. 

(J) MARGINAL PRODUCTIO ROY AL TY: Upoa Lcaoc'a writtm applialtioa, the School Land ~ may rcduoc the royal1Y rate act out in thiJ paRgnpb aod/c, the mlnlmwn 
royal1Y act out In ~ • (I) to cxlmd die OCOIIOllllc life ol thls leuc and cncourap rccovay ol cil a, ~ tluic mlcbt ocbcrwuc remain UDl'CCOYa'cd. Ally IUCb royalty rcductloa mllll 
ooaform to lhe roquircmcnll ol f11Y Sdiool l..-1 Bcwd admlnlstndve rulca oo thls subject. R.oyai1Y ~ DOI be rcduocd below the appllcable lt8tUIOr)' mlnlmum 

5. ROY ALTY PAYMENTS AND RLPOR.TS: All royaltica 110C lalcm la kind ahall be paid 10 the Commiaioncr oflbc Ocnenl LIOd Office at A.u.still, Tc:xu, In tho follOWUII mao.oc:r. 
l'lyment ol royal1Y oa producdoa ol oil and pa ahalJ be u provided Ill tbo rules eel Co,,h In tbo T- Rqistc,r. llwca c:urrcotly provide that royalty oo oil ia due and mu.st be rccdved In the 

Omcnl LIOd Offioc oa or before the Sib dl.y of tho aocood mouth •-'mg the m.oolli of producdoo., IOd royalty no ps IJ due and must be rccdved in the General Land Offioe oo a, bcfa,c 
tho I $111 dl.y ol the aocood moolh auocccding the moolh ol production, -i-ied by the affidavit ol lhc owner, mmager a, Olhcr authorir.cd agc:nt, completed In the form and manner 
pracribcd by lbc General LIOd Office and abowina die IJ'OU amOUIII and &.ap.idon ol all oll md ps produocd llld the marbt value oC lhc oil and ps. toictbcr with a copy of all documcots, 
ftlCOlda or rq,orU coafinllbla chc poa procluctioQ. dlJpoatioo llld mnet value IDdodillg p1 meter readings. pipdi.oe rccdpts, ps line reodpU and ocher checla or memoranda of .nount 
produocd and put Into plpdina, i.nb, Of poola Ille! ps llnca a, pa IIOragC, and fl1'J oChcr rq,orU a, rccorda wblcb die Ococnl I..IDd Office may require IO w:rify the IJ'OU producdoo., 
&apo,ai_don llld madcct valuo. lo all cuca die mthori_lY ol a manaicr a, acca.t IO ac:c fa, the Lcssoc bcrclD mu.st be filed In chc GcoenJ Land Office. Each royal1Y p.ymau ahalJ be aooompeoled 
by a c:hec:lc IIUb, acbcdulc, aumm.ary a, oChcr rcmittmoc advioc ~ by the uailJlC(I General umd Offioc lcuo number the mnount of royal1Y being paid oa each lc.asc. If Lcssoc pays bu 
royal\)' Oii a, bc(a,c thll1)' (30) ~ after the royalty JMIYIIICllt WU due, tbca Lcuoc owu. penalty o( S% 00 the royal1Y or SlS.00, whlchcYcr Is put.er. A royalty parmcot which ,~ over lhlrty 
(30) ~ lac ahall .ocruc a pcnal1Y of 10% of the royallY due a, SlS.00 whlchc:w:r Is pulel'. In eddilioa to a pcnal1Y, royallica abalJ eccrue lntcrcst III a rate of 12 • per year, aucb interest will 
bqia accruln, wben the royall)' Is alXO' (60) ~ OYa'duc. Affidmts and aupportlni doc:umcots wbJcb lll'C DOI filed wbai due ahaJJ Incur a penalty In an amount Id by the General Land 
omoc 8dmlnlstndve rule wbldl ls dfc:cdw no the date whal lbc affid.aviu oc aupportin.c doc:wncnts were due. The Lcssoc ahall bear all responsibility fa, paying a, causing royalties to be 
paid u prcacn'bcd by tho due date provided hcrd,i.. P.,...ent ol the dclliaqumq, pmal1Y ahalJ In no w-, opcr-.. IO prohibh Ibo State', ricbt o{ focfdlW'e u provided by law nor ac:t to posq,ooe 
thc date oa wbJcb royallica were originally duo. Tbo above penalty provisions ahalJ DOI apply In c:uca o( title diJpUlc as IO die Statda portion of the royalty a, IO that portion of the royal1Y In 
dupulc u 10 Calr m-1cd valllO. 

'- (A) R.£S£RVES, COl'ITRACI'S AND on [ER RECORDS: Lcssoc ahall .... ua11y fW'lllsb die Comm.luloncr ol the Ocnenl Land Office with Its beat possible estimate of oil and ps 
,_.....,. under1yln1 thiJ lcaso a, allocable IO llllJ leuc and ahalJ (urulsb uld Commlulonc:r wilh coplca of all cootnc:ll lllldcr which gas b aold or processed and all subsequent agrccmc:nts and 
.nmdmc:1111 IO auch OOlltnc:ll wilhln ~ (30) ~ after cotcring Into a, makioc auch cootrac11, acrecmcnt1 a, -cnc1mcn11. Such oontnc:ll and ap-ccmcnll when rccdved by the Ococnl 
Lmd Offioc abalJ be bdd In ooafidmco by tbo Ococnl LIOd Offioc lllllca oChcrwuc audiori-s by Lcuoc. All Olhcr oontnc:ll and rccorda pcrtala.lna IO tho productloa., tnnspOIUtloo., aale and 
..-btia, o( the oil and ps produced oa Aid prcmlxa, loch1dln1 the boob and accoualJ, rccdpts and cfucb-ics of all wdla, tanb, pools., met.en, and pipelines ahalJ III all wnes be subject to 
llllpoc:dao llld cumlnauoa by die Commhsloacr of the GcoenJ Land Office, lhc Allonley Ocncn1, the Govauor, a, the rcpre:sc:ntative of any of them. 
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(B) ORJ LLlNC RECORD : Wrinco no<icc ol all opcndoo.s oo mis lease shall be submitted IO d>c Commuslooa ol the Gc:ncnl Land Office by Lcsscc Of opcnlOr five (S) days before 
..,.ct du, woricoYa-, ro-o,uy, 1tauponry abtllldoameot Of plu1 aod abllodoommt of my wdl « -'l.l. Soc:h wriuc:o DO<icc IO cbc Oc:ncnl 1..-1 Office shall IDdudc copies o( Railroad 
c-m.ialoa fonDJ for appllcatioo IO drill Coples ol wdl lats, _..p1ctioo rq>OIU IOd plllQUII rqlOtU dwl be supplJc,d IO cbc Oc:ncnl Lind Office al the time Ibey ore filod with cbc Tcxu 
l.allroed Commwion Lessee ahall ,upply the Gmcnl Laod Office with any ....cords. mC1IIOt"IOda, aooounts, rcporu, cuttillp and corea, Of oChcr ln!ormadoo rdauw IO the opcntloo o( the 
llbcM>-dc,a,'bod premises. which may be rcqucslCd by the Clcocnl LIDd ot:ricc, ln addition 10 ~ bcrda expressly provided fOf. Lcsscc aha!I ~ u clcc:lrlcal 9lllJ/or r'ld>OIW:Clvlty ~ 
..etc oe die bore-hole IOCtion. from the base of the IUl'facc cuiq to the IOtal dqich or wdl, or all wcllJ drilled oo the abow dc:lcn'bod prcmlsa aad lhalJ cnumlt • tNe oopy ol the loa of cadl 
-,vcy oe ad, well to the Gcacnl Land Office within fil\ccn (IS) dql al\cr the mu::ia1 of Aid IUl'vq'. 

(q PENAL TIES: Lc:asoe shall Incur • pcnall)' wbcocvcr rcporu, doc:umcots Of other malcrialJ we DOC filed ln the Ococn1 Land Office wbc:11 due. The pcnall)' fOf late filtn1 shall be Id 
by the Ococn1 Land Office administrative n1le wblcb u dfcc:tlvc oo the dale wbco the malcrialJ wo-c due In the Clencnl Land OO"iee. 

7. RET AlNEO ACREAGE: Nocwlthswldlna any provlsloo of thls lease IO the coouvy, alter a well producing Of upable of producing oU Of p, hu been compleled oo the leucd 
premises, Lessee Jhall cxcrdsc the dili1coc,c of I rcasooably prudent opcral« In drilllna aucb addltiooal well « wells u may be rcuooably Goccuary fOf the proper ~lopmcnt of the leased 
prcmlJe, and In man.:ctlng the producuon tbO'Coo. 

(A) VERTI L: In the event mis lease is In force and effect two (2) yews al\cr the a:pU'8tioo dale of the prima,y « cxtcoded tam It shall then tcnninato u to all of the leased prcmI,a, 
BXCE'T (I) 40 &a'CI aam,w,diag each oil wcll cai-ble o( produd11g bl ~I quantities and 320 aau lllffOUAdlna each ps wdl capable of produc:ina ln ~ quantities ("uicludiq I lhut· 
i. oil°' ps wtll as provided In l'ln,rapb 11 bcn:cf}. or I wdl upon ~11Jcb Lessee is thco cnpged in conlll1uous drill1111 Of rewoitina opcndons. or (2) the number ol acres included ln a 
procb:ia1 pooled unit pursuant IO Natunl RdollrClCI Code Sectioo.s .52. ISl·Sl.lSJ, or (J) such grcalCr or lcssa number of acres as may then be allocalcd for produc:1100 purJ>C*I to a pnntioo 
..it for cech IUcb producing wdl u:odcr the rvles and rcaulaooo.s ol tho Raalr-' Commwioo ofTcus, or any IUCCCSIOl' llc:oc:)', or other governmental 111nbonty having )\lrisdictloo. Witblll 
,o dql o( 1 pwtial 1amhudCX1 o( thJs lease i.o accordaoc:e with this IUbperaarapb and upon peymcnt of the minimum liltna foe Id by Clcocnl Lind Office nilca ln effect at the time of the 
,_11.11 ~ Lc:aoc ab.all ~ the ri&ht to obta1A I surucc lcuc: (Of~ aod ccrcu oo and ICf'OII tho tcnnlnatod portioo of the leuod prcmlJe, u may be --.bly DCClCU8l)' for the -.uod opendoo o( tbc: poroom o( fhc lcuc: remaining Ill force and dfocc.. If Lc:aoc fails IO apply fOf I surf- lcue within the 90 day paiod Jl)OCi.fled above, Lcsscc may apply for I 
..r- lease from the l...ond OIT,ce, but tho l...ond Commluloocr hu the dl9Cfflioo IO grant or deny aucb appllcatioo and IO act Ibo foe (or such aurf- lc:uc. 

(B) IIO RlZOl'IT AL: In the event thJs lcuc: Is In force and effect two (2) yews al\cr the cxplntioa dale of the prima,y or c:x1c:Ddcd tenn it shall f'urthcr tenninalc u IO all dc:ptbs below 
100 feet below the to(aJ dqlcb drilled (bcrcioal\cr "deeper dc:ptbs") In each well IOC8lcd oo -so retained In Pangrapb 7 (A) above, unlca on Of before two (2) yews 11\cr tho prima,y or 

• c6CD6cd 1am Lc:aoc ~ 111 amOUDI oquaJ to oao-balf ( Ill) of the boaus oriauwJy paid u oonsldcndoo (o.- thJs lcuc: (u apoc:i(ied oa pqc I bcn:cf). If IUCh amount Is paid, tbJs lease abaJJ 
be la force IOd dfect u IO auch docpcr dcpchs. and Aid lcrm1natloo ahaJJ be delayed for u addltiooal period o{ two (2) yan and ao Iona thcreal\cr u oil Of p.s u produced ln paying quantities 
from aucb docpcr dc:ptbs covered by mis lease:. 

(q IDu,rnJIJCA TION' A.NO FILING: The IUnlOC aacaco rctalncd bcrcuudct u IO eacll well mall, u DClrly as pt9dlcal, be ln the Corm o(. ,qu..-c with the ... 'Cl! located In tbc ocola 
d,a-co( Of a,c:b ocher abapc: U 1111)' be approved by the Sdiool Land 8-,i. Witblll thirty (JO) days al\cr s-daJ lcnJlinatioo of mis lcuc: U pn,vldcd badll., Lc:aoc shall cxccu!e and,-,! I 
nilcuo °' rdaxl 0011tainlnc II ulis{ICUII)' lcpl dcscrlptioo oltbe acrcaao ~or dc:ptbs aot rculncd bcn:undcr. The rccx,rdcd rdcuc, or a cati.lied oopy ol Ame, lhalJ be filed Ill the: Gcncnl 
I.Alld ()ffk,e, .-pwod by tbc: 6liq foe pmcn"bcd by tbc: Gc:ncnl l..alld Office rules Ill df oa oo Ibo dlilC die release u filed. If Lascc wl, or refuses to c:xcev1c and record IUda rdease or 
..-wi6ia alDoCy (90) day'I mftcr bciJ1a ~ to do ao by tbc: Ocncnl Lmd ot:ricc, tbCD the: Commlssloocr • bis aolo diJracdOD may dcslgnu by writlcn butnmicat tho ~ ~or 
dc,pchs to be racacd bcn:undcr and ,-,! aucb lnscnancnt • Lcucc'• cx:pa:uc in the county or counties wbcro tbe lease u locltcd and in tbe officb1 records ol tbe Gc:ncnl Land Office IDII 
19(:ia dc:llpl(ioo aball be baldiAc ..,on Lascc for all purpoecs.. If • aey time aft.er tbc: ctrcc:tlw dale of the: s-tlal tcrmlllMloo provWoos bc:rcoC, the applic.blo field nalcs U'C chmgcd or the 
-a or wells locltcd ~ we rcclasslficd ao chit lcu ecrarc u tbcrc:al\cr allocud to uld wdJ or wells for productloo purpo1C1, this lease lhalJ lhcrcupon la'ln1nal.o u so all acreage ooc 
~ ~ 10 Aid well or wc11J (Of production l)WllOfCS. 

I. OP'PSET WELLS: IC oil aod/« ps should be produced ln commercial quantities from I well locetcd oo laod privaldy OWDOd Of OD Stale land lcucd at a k:ucr royal\)', wbld, wc:ll ls 
,,..._ - ._._. ( l ,000) fooe oldie area IDdudod bcrdn, « wbk:b well b cninlq tbc: area oowrod by Ibis 1cuc, the Lascc ahaJ.l. within aiJt(y (60) dql a1\cr ..ch initial production from 
.. ........ well or Che wdl loc-.od whhla ODO lbou..ad (l ,000) feet from die area oowrod by mis 1cuo bqin in good faith and prolCICUtC dlllgcody the: ~ o( an olild wc:ll on the ll'CI 

oowrod by tbla lc:ac, IDll ..c:la otDd well ..Ube~ IO aac:b dqJ(b a may be-,, to prewat tbc: mdiic dralnaae oltbc: area oowrod by mis 1cuc, and the 1-, manager or driller 
&.a - ell - -r ID I good falch dfort IO !Dab aac:b otr.ct wdl produce oil -Vor ps la oommc:rclal cru-titlcs.. Only ..,on lhc cldermla.Mloo of Ibo Commiu1«>cr and with lw 
wriuce ..,.,.-oval. may tbc: PIO"DCIII ol I compcmlCOI)' royall)' utisfy the obUptloo IO drill .., olild well or wdls required under mis Pwac,t,ph. 

, . ORY IIO L£'CESSA110N Of' l"ROOUCTIO N OURINC l'JUMARY TERM; If. duriq the prima,y tcrm bcrc,o( md prior to~ and production ol oil or ps oe Aid IIDII, 
'-~ ckilJ I dry bole Of' boles tbcrcon, Of If duriq tbc primary ICl1D bcrc,o( aod al\« tbc cli-,yay and ldua1 prodoctioo o{ oil « ps from the: lc:uod prcmuCI IUCb produdioo chcR,o{ 

~ - from aoy -.. tbla lcuo ..U IIOI -ia.e If OD « before lbe c:xplntioD ol Rxty (60) day'I from du ol com.plctioo o{ Aid dry bolo « ocmdoD ol produdioo Lcaco 
com- additlooal driUlna or ~ opcndoa.l tbcrcon, or pcys or lelldcn tbo IICXl anm&a1 delay rental bl tho smne t11.1m1Cr u provided bi this lcuc.. U: duriq lbc last re- ol lbe 
prima,y la'1D or within sixty (60) dql prior lbcrdo, a dry bole be compldcd IDII abandoocd. or the productlon ol oil Of ps ahould cease for aoy c:ausc:, Lcuoc'• riabts lhalJ rcmaill ln full force: 
aDd dJ'CC( wf1boat fia'tbcr opcndoa.l mli1 Ibo c:xplntioD o( tbc primary la'al; and If Lascc bas 00( l'CIUllled productlon in pcyinc qumtitlc:s at lbc c:xplntioD o( tho prima,y lam. Lcace Ill.I)' 
IUUlbia ibis lcuc by conducClq additlooal ~ or l'e'lll'llridna opendoos punulllt IO Pw"aanPb I 0, u.sina tbc: a:pindoe o( Ibo prima,y lam u Ibo dale o( ocssatioo of productloo u:odcr 
......,.... Io. Should die lint wdl or aoy IUbecqoall well drilled on lhc above 4bc:ribcd lllld be compldcd a a mill• oil or ps wdl witblll tbc: primary la1D bcrcoC, Lc:acc may l'CIUlllo 
f'I0'9ICIIII ol Ille -.a rcntal ID lhc -e .-• provided bcrda OD or bcCore tbc rcatal pcyinc d.11.o followfq lhc c:xplntioD ol sixty (60) dql from tho dale of complctloo ol aucb lhut111 oil 
or .. well and .- tbc falhn ID malco aac:b J19Y1DCD1, lb1s lcuc ..U le.a ~ ~ lf • the c:q>lndoo at the prima,y IICnD or aoy time lhcrcaftcr • abut111 oil or ps wc:ll b locl&cd oo 
too 1-s prcm1sCI .,.,,-. ..-, be made Ill 8000l'Clmco with Che abut• prowloo.s bcreol'. 

II. a.s.,A TION, DRILLING, AND UWORICJNC: U: Iller tbc: c:xplntioD oldie primary tcna, producdoD ol oil or ps &om tbc: lc:uod prcmlsca. al\cr once obtalncd. should cease 
t,cm -,-, ibis lcuc ..U IIOI ICr'IIUmllO lf1-CC)IDIDCDCCI 8dditioul ckillhlc or~~ wichla Ibey (60) day'I atl.cr aucb ccmdOD, and this lcuc dlall rcmaill bl full 
b°Oe -.d d[OC( for 10 loq • 19(:ia opcndoa.l ooad8N la good Caldi and la 'l"Olt:maGIJb - wltbout lalaNptloa.l IOtl1iq lllOl"CI tb.811 sixty (60) dql. It lUCh drillin& or ~ 
opcndou ,malt ID lhc productlon o( oil or ps. Che lcuc llhall rana1a ID Ml force and dfCC( for ao loq a oil or ps u produced &om tbc: lc:uod prcm1sCI bi pcyinc qumtitlcs or ~cnt ol 
... 4 oil or ps wdl roy.hiea or~ ol compa, .. ory royalties u made u provided bcrda or u provided by law. If the driUlna or l'C'WOl1d.ila opcndoos rauh Ill tho completion ol • wdl 
• I dry liolc, tbc lcuc will 80C lcl'allMlc If the .._ OOGUIICDCCI additional driIJ.iq Of~ opcndoa.l within sixty (60) day'I aft.er lhc: complcti(m of tho well U I dry bole, and mis lcaJo 
..i.i ......, la dfect ,o loq • 1-ooadaoa drilJln& « ~ opcnlioo.s la good r.lth IDII ID • worboaa1lko mmDCO' widiout IIIICl'l\lplloDa IOta1iq more than Ii.xi)' (60) dql. Lc:aoc 
..U alw wriuc:o DO<icc IO the OcocnJ Lmd Office wltblll tlilr'Y (JO) day'I o( any OCIAlioa o{ produc:doo. 

I L SJruT-IN ROYALTIES: For purJ)(*I o(mis p.n.arapl,. 'wc:ll" mcaDJ aoy wc:ll Iha bas boc:11 asalpcd a well ownbcr by tho Ible ~ency b.avlqju,udlcdoo ow,; lhc: productloo of oil 
aDd ps. If at aoy time aft« lhc ai,lr.ioe ol tbc: prima,y IICnD ol a lcuc ~ until bdlla lhut In. - bciJla milltalllcd la force aDd dfoct, a wdl Cll)lble of prodocin& oil or ps In pcyinc 
quauitiea u loalcd oa tbc: lcucd prcmI,a, but oil or ps u IIOI bc:la& produced foe lade ol llllltable productlon 6idlities or lade of a suitable 1M11cc:1, tbCD Leasoc ~ PIY u • sbut111 oil or ps 
royal1Y III amount oquaJ to double tbc: -ua1 rmtal provided Ill the lcuc, but IIOI k:sa than Sl,200 a re- for~ well Cll)lble ol produc:iq oil°' ps Ill~ quantltic.a. To be dfcc:tlvc, 
cech Initial lhut• ol.1 « ps rroyall)' mllll be paid oo or before: ( I) Ibo cxplndoo of the primary lcnD., (2) 60 days al\cr the Lascc ccucs IO produce oil or ps from lbc lc:uod prcmlsca. or (J) 
60 dql atl.cr ,._ complda a driIJ.iq « reworldn& opcndoo lo accordllloc wlch the lcuc: prowloos; wblcbcvcr dale u lalcll. If the lhut111 oil or ps royal()' u paid, tbc lcuo ab.al) be 
~ ID be I prod,,dq lcuo aod tbc PIO"DCIII ohal.l c:ncod lhc 1C11D ol lhc: lcuc ro.- • period ol ooo ~ &om the end of lhc primary lam, or Crom the f'lnt day of the mootb rollowloc tbc: 
mood, la ,,.\ld, production ceuod. and. atl.cr lhll, If"° lultable productloe (ditlcs Of aultablo llllf1cd C« the oil « ps cxJ,u, Lascc m-r c:ncod the lcaso for four more ...-alw periods o< 
- (1) ,,_. by ~ I the -e amouac cech re- oe or bdore the cxplradoo ol each lhut• ~ · 

11. COMPVISATORV ROYALTIES: If, durinc the paiod the lcuo u lcql( lo dfoe( by ~cnt o{tbe lhut-111 o0 or au royalty, o0 « ps Is aold and delivered la~· quantities 
from I wdl loalcd wltblll oac tbousand (1,000) feet olthe lcaJeCI prcm!Ja and compldcd lo tbc: umc ~ l'CSQ'VOU', or la wry case: In which cltaioap Is occuniD&, cbc riabt IO oootinoc IO 
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11WAc.ia die lease by ~ lhc diut-ui oO or p.s royallY lhall cease. but lhc lcaJC &ball rcawo dfcaivc for the rcmalnda- of the yar for which lhc royalty hu bcai pajd. Tbe Lessee may 
....;,,1a1a die lease for fow more IUCCCSSlvc )'CIW'I by LesJcc ~ compcllMIOly royallY II the l'O)'llliy rate provided ia the lease of lhc matl.a value o( produ«,oo from &be wdJ ca.using the 
chla.occ or ,.i,id, la compldod lo lhc .-e procluc!na rua'VOir and widwa ooe lhou.saod (1,000) fcc:t of the lcasod ~ Tbe compcnsat0ry royalty la IO be paid moolhly IO Ilic 
Coaunwiorlcr bccuwn& oo or before lhc lase cby of the mood, following the mood, in which the o{t or gu la produced from the well causing the dralnage or thal la completed in Ilic umc 
producillg 1'CSC1"YOir IDd located within ooe lhou.saod ( 1,000) fcc:t of the leased premises. if the compensatory royallY paid in any 12-moodi period is in an amount less than lbe annual i.huc-lo 
oil or gu royal1Y, 1- aball ~ 111 amount oqual IO the diffcrmcc widwa thirty (30) ~ from the end of the 12-moodi period, and nooc of tbcac, provisi0111 will relieve Lcssoe of the 
oblipdoo of reasonable devd Ol)CDent nor die obllgadoo to drill offsd wdla u provided in N.R.C. Soctioo .52.03~; ~. 111 the dctcnnlnatioo of lhe Commiul.ooer, and wilh lhe 
Commlulooct'1 written approval, the paymcnc of compcnsatocy royalties shall utisfy the obligation to drill offlCI wclla. Compcnsatocy royalcy payments which are no< timdy paid will accrue 
pcnal1Y and lotm:st lo acoordmcc with PlniBl)b S of this lease. 

13. £.X'TEJIISIONS: 1£, II die cxplrat,oo of lhc pnma,y term of this lease, producdoo of oil or ps lw DOI been obtained oo lbc lcasod prcmlses but drilhng opcnll0111 arc being oooduc:tcd 
cbcrcon iD good faith IDd la • good IDd woronanlile maruia-, 1- mJIY, on or before die: c:xpirati.oo of lbc pnma,y term, file in lbc Ocnenl umd Office writlcn application io che 
Commluioocr of lhe Ocncnl Land Office for • thirty (30) day c:xtc:nsion of this lc»c:, aaaompanicd by paymcru of Three Thousand Dollan ($3,000.00) tf this lease oovcn dx hundred foey 
(6-40) acres or less and Six Thousaod Oo1un ($6,000 .00) if this lease oovcn more than m hundred fGr\Y (6-40) IICl'CI and the Commiuloner lhall, in wri1111g. cxtcod this leasc for a lhirty (30) 
cby period from IDd alla lhc c:xpindoo oC the prima,y term and IO loog thctcal\cr u o!I or ps Is produced in ~I quantitica:; provided fUl'\her, tlw Lc:ssce may, so Iona u ll.ldJ drilling 
opcnllOOI arc being oooductcd make like applicatioa and paymcnc dunng any thirty (30) day extended pcnod for an 8ddatiooal cxtcnsloo of thuty (30) ~ and, upon reccipe of such 
applicetioo and paymcnt, the Commlssloncr shall, in writlllg. aplo cxtcod this lusc so tlw umc mall remaui in force for such additional thirty (30) day period and so long lhcre&l\er u oil or 
p.s la produced In payina quancitica:; provided. however, that this lease diall DOI be extended for more than I cocal of lhrcc hundred nlne1y (390) days from and after lhe cxpiralioo of chc 
prima,y term WI.less produc:tioo lo payina quantities lw been obtained 

14. U E OF WATER; SURFACE: 1-lhall have lbc right to use water produced oo said land ncccssary for opcnllOOI bcrcundci- and solely upon chc lcued prcmitc1; provided, 
looweYcr, Lessee ab.all DOI use potable wa1.cr or wa1.cr suitable for Ii~ or Irrigation purposes for - Oood opcnti0111 withouc the prior wriuen ooosent of 1-. Subjce1 to its obligation 
la ~ U'facc dama&ca. Lcace ab.all have lhc ri&ht to use so much o< the surucc of the land thal may be l'CAIOOlbly ncccssary for drillina and opcnting wells and transportin1 and man:cti.ng 
the productloo chcrcfrom, aid! use IO be oooductcd Wider oooditioa.s of least ir\)ury IO lbc surface or the land. Lcucc lhall pay surflCC dam.ges lo 111 amounc 1e1 by lbc OcnenJ land Office 
fee ,cbcdule ,.iiJcb Is cffcc:uve oo thc date when the activi1Y requirlni lhc payment of surucc dama&es occ:un 

IS. POLLlmO : ln ~lopula thi.111-c:a, Lcucc lha1J use the hiabest decree of cat"C and all proper wccuanu to pmia1t pollution. Without limitlllg the foregouig. pollutioo of coastal 
Wdl.aods, tWUBI wacrwsrs, riwn and Impounded MLer lhall be pmia11Cd by the use of oootalnm.cnl fac:ilit.1e1 su.ffidcnt IO prevail sptlLagc, sccpag-e or ground wa1.cr cootamlnation. In chc 
ewnt of pollution, Lc:acc ab.all u,e all mcan.s at lu dupoal to rccapwrc all escaped h~ or other pollutant and lhall be respODSl'blc for all dama&c IO publlc and privalc properties. 

(A) UPLANDS: Lc:acc &hall build and maiotaiJI fcnc:cs around Its &lush, sump, and drainage p{t1 and I.mile batteries sou co protcc:t liVCltOCk apillJI lou, damage or injwy; and upon 
complctloo or abandoomenc of aoy wcU or wells, Lcucc ab.all fill and level all &lush pits and cdlan and completely clean up lhc drilUna site of all rubbish lhCt'OOCl. 

(B) SUBMERGED LANDS: No dl.,du,rgc of 10Ud waste or prbqc lhall be allowed loio Stale waters Crom any drillina or 11Jpport vessels, produc;doo platform, a"CW or supply boat, 
bersc, J.dc-QP rig or oChcr oqulpmcnt loaded oo the lcuod area. Solid wute ab.all lodude but &ball DOI be limited IO oooc.alncn, equipment, rubbish, plutic, glass, and any other man-medc 
-4,lodcp,,dable ilanl. A lip muse be dispuycd b, • blgb lraffic wca oo all wads aod mao.ncd pla(orms swing. "OiJcharac of ooy solid waste or prbagc Into Stale Wau:n Crom YCSSdJ 
or putfoniu la micdy prol:u'biled md may IUbjoc:t • Sta1C o<Tcxu leue to forldtlll'c. • Such IUl.cmCIU ab.all be in lcucriag of at lcu 1 • In llz.e. 

(C) IUVERS: To tbc c:x1a1t -.y 10 prcYCDI pollutioa. the provisions fouod lo~ (1) and (b) ofthu paracr-pb lhall al.Jo apply to riw:n aod rivubods. 

(D) PENALTY: Failure to comply with lhe requirements of this provisioo may result lo thc maximum pcnal1Y allowed by law lodllCilo& forfciwrc of the lease. Leace ab.all be liable for 
die ct-.aca C8USCd by such failure and any cmlJ and cq,cnxa lncum,d in dcmi.q arcu afTccud by lhe dlJcharaed wutc. 

1'- IDENTIFICATION MARKERS: Lessee ab.all c:rcct. at • diRmoe oot to c:x:cecd twcnty..five (25) feet Crom each wcU on lhc pn:mues covcrcd by this lease, 1 legible sign on which 
-..it bo Died tbc a.oc of tbc opcn,IOI', the leue dcsla,wloo md lhc well 11um~. Where~ or more wd1J oo lbc umc lease or wba'c wd1J oo ~ or more leucs 1re oonnccud to the umc 
laDk boaay, whdbc:r' by Individual Oow lloc OOODCCtlcxu dlrcct IO the tank or canb or by u.se of • muldplc bcadcr l)'ltClll. each lloc bctwocn each wcU and such tank or bcadcr ab.all be legibly 
ldcntifiod 1111 all timca, d .thcr by • lirmlY auachcd ca& or plate or 111 ldc:ati1icatioo properly pamled oo such line • 1 dlll.lOCC DOI IO c:x:cocd lhrcc (3) feet Crom such tank or bcadcr oonncctlon. 
Said RP', tap, pl.ala or ocher ldcntific:atioa marlcc.-s lhall be aulntalncd lo a lcc,'ble oooditloa throughout the term of this lease. 

17. ASSlCNMENTS: The 1-may be cruu:fcrrcd at~ time. All tnnsfc.-s mllJI refcn:ncc the 1- by the file 01m1~ and mUSI be reoordod in chc ooun(Y whCR lbc area Is located, aod 
tbc reoordod inmfcr or • oopy oertifiod to by tbc Coan()' Oerk of lhe county wba'c the cnnsfer II rcoordcd mllJI be filed in the Ocncnl Land Office within o.lnc(y (90) ~ of the cxccutloa 
dllle, u prOYldcd by N .R.C. Scc:tloo S2.02.6, accompwod by the films fee prcscn'bcd by lhe OcncnJ Land Office Nlc:I in dicc:t oa the dale of rccdpe by the OcncnJ Land Office of .uch 
lnnllcr or ocrtilied oopy tbcrooC. Ewry lnnllcrcc ab.all ~ IO all rigbll and be IUbjoc:t to all oblipdons, liabilities, md penalties owed to the Sca1c by the origioal lcssce or any prior 
crm.Ccroo of the lcao, bocludiq ..., llabilicies la the -.c (or tmpeld l'O)'llltica.. 

11. RLLEASES: Lcaee may rdcue lhe ricbU ltll1ICd ba'CUDdc:r IO the Sta1C at 111y time by ~I the release in lhe county wba'c this area ls situated and filing die rcoordod release or 
OCl'ti1iod oopy of - ID tbc OcncnJ Land Offioc within o.lnc(y (90) ~ allcr lu c:x:ccutioa eccompenlod by the filing fee prescribed by the Ocncral Land Office rules in dfCCI on the dale of 
rape by Cho 0cncnJ Land omoe o<IUCb rc1cuc or oc.-tified oopy tbcrco(. Such rclc:uc will DOI ha'Y'C the dfoc:t of releasing Lcuee Crom IIIY llablli1Y lbcretoforc -,,cd In favor of the Stale. 

a,. UF.N: bl ecooi'lllace wida N.R.C. Sectioo Sl.136, thc Slate ahalJ have I fint llen apoo all oU md gu produced from lhc wca covcrcd by this lease IO ICCW'C pe.ymcot of all unpaid 
~ md ocher IUIIII of-,, Iba IDJO' bcoome duo made.- dais leue. Dy eocc:pcaocc of Ibis lcuc,, Lcuee pmtl the Staie, b, additloa 10 the lien prOYldcd by H.ll.C. Sccdoo Sl.136 md any 
oCl,cr ll)pibble lbltmory licQ, M cxpreu OOlll11ICNal lien 00 md accuri1Y im.crc:1111 b, all lcucd mln.c:ni, in and c:x:tncccd from lhc lcucd inm.lJca. all proceed, wbic:b may 10CNC 10 Lcuce 
ha die ule oC IUCla lcmcd mJnen1s, wbcdacr IUCla prooocds arc bdd by Lcuee or by • lb.ltd ~ , md all fixtures on md improvcmc:n11 10 lhc leased prcmiJes used In OOIIDCCtioo with the 
prodgcdoa or proc:aslq of tad leased mlDcrals la order IO ecan lhe .,.,-mcnt oC all royalties or ocbcr MD01111t1 due or to become due Wida this lease IOd co ICCW'C IJIIYIIICOI of any damqcs or 
1oa 1bat Lcuor may euffcr by rc:uon of Lcuoc'1 bRada of aay - or ooadltion of chis lcue, wbdbcr cxpreu or lmpUcd. 1lalJ Uco and acc:wi1Y lol.a'CSt mtY be foreclosed wilb or 
widlouc oourt proooodiAp ID tbc ll1ll*r prOYldcd lo the Titlc I, Chapca 9 o( lhc Tcxu Ou.suic:u md Commc.-cc Code. Lessee agrees thal the Ccm.miulooc:r mtY roqulrc 1-IO cx:ocutc 
md ,-,! 1UC1a bucnmaau u may be ta.lOll.lbly -,, IO ecbowlcdgc. 11:taCb or pcr{cc:t this lien. Lcaec bcnby rcprclClltl Iha! lbcrc arc no prior or superior lic:iu ariaing Crom and 
n:udq la Lcuoc'1 .cdvitics upon the ~ 'bed propc:r1;y or &om Lcucc'1 ecqulllcioo o( this lcuc. Sbo<ald lhc Commwloncr at any time dctamlne Iha! chis rq,rcacntatlon la not uue, 
dam Ibo Commissioner 111.l)' declare this lease forfdled u provided bcrcin. 

lG. IIORF'EITURE: It L.cuec abalJ f.alJ or rdu.se IO maltc the P4')'111enl ot my IIJDI within tbltty (30) ~ alla It becomes due, or If Lcuce or an authori%od agent should knowins)y make 
ooy f'abc muna or Cal.sc rq,on oooccmlq productloo or cki11lng. or If LesJcc llhall f.alJ or refuse IO drill aoy olTJel wcU or well.I lo good faith u required by law and the rules and rcgulalJ0111 
edopccd by lhe Comm.wloocr o( lhe Ococnl Land Offioc, or If Lcucc lhould Call to file reports In the IIWIIICI' required by law or Call to com.ply with rules IOd rcgulalloo.s promulplcd by the 
Ocacnl Land Offioc, lhe Scbool Land no.rd, or the Rallroed Commwloa., or ref111C the proper authori(y ecccs1 co the records pcrtahwag io opcntlons, or If 1-or an autborir.cd agenc 
lboald baowlqly Call or rdlllO la p vc comet lo!onutioo IO tbc proper authority, or l;nowlqly WI or refue IO fW"IWla lhc OcncnJ umd Office a corroc:t lot o( any wdl, or if LClscc ahall 
aowlagty vlolale ..., of !be macrial provisions of this lcuc,, or lf this lcaJC la aulp,d md lhc iwlgnmcnt la not filed b, the OcncnJ Land Office u required by law, the righ1I acquired Wider 
dais lc,uc lhail be IUbjoct to forfdture by lbc Commhsl.onc:r, md be lha1J forfdt llme whcza IUffic:iently lnfonned of die f.c:u wbJcb llltborlz.c I (orfdturc, IOd 11,'hco forfdled the area &hail 
apla be IUbjcc:t IO lcaJC to cbc l,lgbcst bidder, lllldc:I- thc Ame rcgu.latloos oootrolliog die oripa..al tale of leucs. However, oothlna ba'Cio ab.all be OODJtnlcd u walvmg the autoawic 
lcrmillltlon of this lease by opcntlon of law or by rcuoo of 111y spcci&J limltatlon ariJina bcmmdc:r. F«fcitwu may be set asldc and th!J lusc and all rights thcmmdcr rcinsalcd before the 
rtctm of lllO(bcr IDtcrw:Dc llllOII udmdocy cvldcace IO the Commlssioo« of die OcnenJ Land Office of future compllaoce with the provisions of the law and of this lease lllld the rule1 and 
rquLadou duit ~ be adopted rclallve berCI.O. 
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2L IUVEIUIED TRACIS: la die """' dus lease ..,.... 1 mubed, Lasoe Is ltercby ,pecifically puled die right of"'"""" domain aod ooockmnalioa u provided for In N.ll.C. 
Sec:doas n.092.52.093, u a p.t oldie comidc:ntioa movia.1 to Lessor ror lbc OOYmlDtl bcrein made by Les.see. 

U. APPLICABLE LAWS AND DRILLING RESTR.IcrtONS: lhis lease shall be subject 10 all l'Wes and regulations. and amendments tbcreto, promulgated by lbc Cammlsdooer or 
6cs Clmenl Lmd Office ,ovemiq 00.1ling and producing opcntiom oa Pcrmment Free School Land specifically inclW1 any rules promulgated that rdate to plans or opcntiom. payment or 
f01IJtlcs, aod aoditin1 proocd,aa, aod shall be aubjocl lo all oehcr wlid - iulcs, ,.gulatioos. orders aod ordiunoes lllat m,y affccl opcratloas andct lhc provisioas ofdus lcuc. Wilhoutl 
lmltlng die pcnlity of die forqolng, Lcstoc h=by ._ by die_..,.. oldus lcue. lo be bound by aod subjocl lo all ......., aod ,.gu!ato,y provisioas rdallng lo die Ga>ctal Laod! 
Office'11Udit biiliq: 90lice IM IUdit bearings proocdura;. Said pn)"lisiom ll'C cmrmdy found 11 31 T cus A.dministntivc Code. Olptc:r 4, and Tex.as Natural R.esourees Code Scctiocii Sl.135 ~ 
aad 52.137 duoogh 52.140. In die """' dus lease ............ 6'nchiJcd ct leased ct o<hcrwisc mod by 1 ,...;gmoa diJtriel or by die United Slates ror die purpose or ,...;ga,;oa or olh..­
parpose mddcat to lbe opcntioo. ola port. lhcn Lessee dwl DOC be emidcd to artc:r or possess IUCh land without pior approval u provided andc:r Scctioo. 61.117 of Che Texas Water Cbdc. but: 
La>cc llwl be catidod IO .s..dop ,ado laod for oil aod SU by diffl:tioaal drillmg; provided. bowner, lllat oo sumcc drilling localioa m,y be....., lhao 660 feet aod ,pccial pcrmlssloa from, 
., Commlssloncr of lbe Gcocnl Lmd Office b ncoessary to make any surface location ocarer lhan 1, 160 feet measured II right angles from the ncaRSt bulkhead line or from the nearest 
lhdgcd bottmn edge or any chmDd. slip, or IUming basin which has beea authorized by the United Stalcl u a fodc:nal P'OJcct ror future combUCtlon. whichever is DC&ra'. ~ , i 

23. REMOVAL OP EQUIPMl.NI': Upoa lbc termination of dtl1 lcase for any came. Lessee mall Dot. in any event. be permitted 1o remOYO the casing or any part orlhe equipment from• 
my producing. dry, or abandoned well ar wells without lhe written consent of' tbe Cammissioncr of the Gencnl Land Office or hil authoriz.ed representative; nor shall Lessee. without the. 
writtc:a c,cmc:at of said Commissioner or his authorized represc:atative remove &om tbc leased premises the casing or any other equipment. mllc:rial, mdinc::ry. applimocs or property OVr'Dcd"":

1 

., Leacc md 1IICd by La.see ia tbc developmm.l and production of 0t1 or ps lherefrom until all dry or abaDdoncd wells have been plugged and mrtil all slush or refuse pits have been property·· 
lllcd 111d all broken or discarded lumber, machinery, or debris shall have bcea rcmoml &om the premises to the utisfadion or the a.id Ccmmissioocr or his authoriz.cd representative. r ~ .• 

U. FORCE MAJE URE: Should Lessee be prcYCDtcd &om complyins with any express or implied covcoant or this lease. &om conducting drilling opcratiom thc:rcoo. or &om producing 
ell mdlor ps dw::re&ca. after c:fl'ort IIWC in eood Caith. by reuoa of war, rd,dlioa. riots. strikes,. fiRS. .cts of God or Ill)' order, rule or regulation of govcmmc:ntal authority, Ihm. whi.le so· ' 
...-,..r.1-"1 obligatioa lo -r!Y wilh ,uch covenant llwl be ,mpcodod apoa proper aod satisfactory proof pacolOd lo die Commissloacr of lhc Gcacnl Laod Office In support or. 
Lcaec'1 contention and L.cucic shall DOC be liable for damages ror r.anurc to comply tbCR'With (except in the event of lease opentiom suspended as pt,Yidod in lhc rules IDd regulatiom .. ~ 
.soptcd by 1ho School Lad Bod); and lhl1 lc.se lhall be extm.dod wbllo IDd to long u Lessco ls prevented,. by Ill)' such eausc. &om drilling. l't'WOrking operations or produclog 0tl and/Of 
ps &om lhclcucd pmniscs; provided. bowcvcr, di.at aodil.ng bcrdn-stwl be construed to suspend the pl)'Ulatt ofrcntaJs during tbc primary orcxtcndcd tc:nn. aorto abrid.ge Lessee'• right to,·'\ 
,mpmsion under Ill)' lpplicablo statute of lhll State. \ , ~ 

25. LUSE SECURITY: Leaeoshall lake die higbestdeg!oeot ... aodall propcraf,:guanls IO""""" llidpmni,a aod IO- lhdlof oil. ps, aodolhcrbydn,co,boas ~ '. 
- llid -. 'lhll lncludcs, but Is oor limltcd ,o. die lmlallatioa of an aoorsmy oquipmeot, aca1, lods. ct OChcr _.,,.;... pro<octiw dMocs oa or II all accca poinb II die lease's · 
productim, plhcring md stooge l)'ltCmJ wba'c theft ofb1daocaboul an occur. Lcsscc shall be liable f« lhe loss of Ill)' hydrocerbom resu.ltina &om dd lt1d shall psy Ibo St.lie ofTrm 
...,.aid" - a pmvldod baaa oa an oil. su oroehcrbydn>ca,\,oao loa by...,.. oltbcft. 

2'. UDUCI10N OP PA YMENl"S: If. during die.......,.-.. ponioa of die laod co,uod by dus lease ls Included within die - .. or I poolod unit lllat bu bcco ~ by 
61 School LIDd eo.d la .:..0. I e with Nabnl llC90Ul'CCI Code Sections 52.1Sl·52.IS3, or i( It ID)' time after Ibo cxpinrlon ollho primary ltrm or Ibo exlCDdcd k:rm. this lease eem:ri a 
- -b<Jt of ..... - the ..... - descnood llada. -- dul .. mode 00 I per acn, basis .........scr slwl be IOducod aooordlng lo die ....,1,cr of ..... pooled, rdcuod, 
Wtwdcrod, ct --aeYaod, 10 dul poyma,b ddamlnod 00 I per acn, bau tmdcr die lcrmS or dus lease during die primary lcrtD shall be calonfatcd buod apoa die Damb<Jt of llCRS 
- the lloot,darica ol I poolod ..it, ct, If ofter die c,q,intioa oldie primary-, die """'bct or..,... l<lllally ldllnod aod co,uod by Ibis lcuc. 

27. SUCC!SSORS AND ASSIGNS: The ........... coaditioas aod --ooabiood ltcrein obaU cxlatd lo aod be binding apoa die ltdn, cxccwn.-- ouc:ceaors ct 
oaignl of Lcstoc ltcrein. 

21. ANTIQurrtES CODE: la the"""' 111at any r ....... ol md,eological ct blslOrical lnt=,l ls ............i during die activitlcl oulhoriml by Ibis 1cue. Leaeo will lmmodilldy ccue 
ec:tMles aod will I • ....,. oaClfy die Ga>ctal Laod O!lico aod die Tcm HiolOrical Commissloa ao lllat adcq,,olo......,.. m,y be iiDdcnakat lo""""" ct rocowr ,ado -.Sor 
--a --1-i,o _...,,. placod oa ootloe oldie Nsloaal HiolOrical ............. Ad. ol 1966 ~ IO Stlluto 915; 16 U.S.CA. 470~ Lcstoc llwl oomply wilh die 
A.sptiel Codo olTrm. Q..1pCe1' 191, Natural lle9om'ccl Code. as MIICGdod. 

29. VENUE: Lcaor aod iesooo. Including lcs,ec'a 11UOCCS1011 aod uslp,s. ltercby """' lllat ...,... f<>< aoy diJpulo arising '"" ol I provisioa of dus 1cue. wbdbcr _... ct Implied, 
reprdma: k&tup b:doa tAthls lcue. orrdatinc in Ill)' way to this lcuc orto lpl)licablo mo law. statutes. or ldminislratiw rulc:1, lball be in a court olcompcCcatjmhdictica b:atcd In Tm-is 
Cmaty, Sllle ofTOUL 

30. LUSE PILING: - 1o0iapicr9 oflhc Tex. Bus. & c.a,. Code. dus lcuo must be filod olTCOO<d In die office oldie County Ccrk In any °"""ty In which an ct aoy port oflhc 
leased p,<mlxs II located, aod ca1ffiod oopl" lhe=f mllll be filod kt the °"""'1 Laod Office. The pacr,ood filing fee shall ICCOlilpany die ocrtifiod oopl" - IO lhc Gcacnl Laod Office. 
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l . EX£CVTION: This oil Md CU lease mltSt be s.igncd Md eclmow1ccfacd by the Lessee before it Is 61cd of record in the county records Md in the Ocncnl Land Office o( the Slate of 
Tow. 

LF.SSEE 

DY: _____________ _ 

TITLE:. ____________ ~ 

DATE: ____ _________ _ 

MONY WHEREOF, WIIDcsl lhc signatun oflhc Com.miuioocr oflhe General I.And Office of the State of Tau undcrlhcsw of lhc GcncraJ Lind Office 

STAT&OF _________ _ 

COUNTY OF _________ _ 

ROVED 

ooteols a t.., 
Lqal 
DC 
so 
Euc: __ 

(CORPORATION ACKNOWLEDCMF..Nl) 

DEFORE ME, lhe lllldcn!pcd authority, oa lhis day ~y appeared·-------------------
laiowll to me to be lhe ~ wbolc umc Is IUbla,'bcd to Cbc focqoiq butrumelll, u. _______________ __;of 

-----------------------------'and ldcnowlcd&cd to me lhlt he cx_ccu.tod lhc umc 

for Cbc putpOICI IDd coa.sldcntioa lbcrda cxprcucd. lo the capacity ltllod, IDd u the ect and deed of said cocporalioo. 

GiYC11 IIDdcrmy bmd and lcal of office dllJ Cbc. ______ day of ____________ __, 19. ___ _ 

Notmy PubUc lo Mid far. ___________ _ 

STATlOF __________ _ 
(lNDMDUAL A OWL.EOCMF..Nl) 

COUNTY OF __________ _ 

Before me, the lllldcn!pcd IUlhority, oo dllJ day ~y appeared. ___________________ _ 

blow,a to me IO be the ~ wbo9c umc:a arc IUblcribcd IO lhc foreeoln& lautrumelll, and 1Cknow1ccfacd to me lhlt Ibey cx_ccutod the 
-c for Cbc putpOICI md coa.sldcndoo thcrdn cxprc:ascd. 

Giva1 IIDdcr my lwid and seal ol ofrioc th.ls the. ______ day °'--------------' 19 ___ _ 

Notmy Public ID and for. ___________ _ 

6 



September 17, 1998 

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

Dear Mr. Lodge: 

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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~ustin, -0::exas 

OIL AND CAS LEASE 
NO. M-"601 

Wl!ER.EAS. pursuant to the Tau Nltllral ~ Code Chapla, 32, 33, $1, IDd Oia,pl# S2, S1tbchapccn A·D and H, (md Code bc:ma bcmnafter rc!cmd to • N.JlC.). llld aibJCICl to aD 
rules -i resul,atiom pnimulpted by the CommUIIOOa or tbc Gc:ocnl 1..-1 Office md/or the School Land Bcwd punuaal tbcrclo, IDd all Olbcr- llpplk:able 1m111a and amc:ndmcnt.1 to said 
N.R.C.. the Collowln1 ..... ~wit 

SW/4 & Sil OP NW/4 OP SECTIO 3.c, DLOCK Sl, PUDUC SCHOOL t..AN1) SURVEY, C\Jl.BERSON COUNTY, TLXA.S, COITTAINlNC APPROXIM.AT£LY 140.70 ACRES 
AS SHOWN O TIC& OF'FlClAL MAP OP C\JLDERSON COUNTY ON PlLE IN nu: TEXAS CENIRAL LAND omcr, AUSTIN, T£XAS, 

was, all.er bcina duly adYcrti,cd, offc:rcd (or lcuc oo tbc 4th d.ly of Aup.st, 1998, al 10:00 o'c:lock a.m.. by tbc Commlssloncr o(lbc Ocncral l..and Office of the Swc orTcx.u aod the School 
l.8Dd Oomtl or the State of Texas, (or the ,ole and ooly purpose or prospc,cnna aod dnllina for, and producuia 001 wvJ/or ps dw may be found and pn>duccd from the above cbcribod area; and 

WHEREAS, aJ\cr all bids eod rcminaoce, wblch were nceived up to said time have bcc:11 duly ooruldcrcd by the Coounmioocr or tho Gcocnl l..aocl Office IDd tbc School Land Boud a1 a reauJ.,,r 
mccd.oa thereof in tbc Gcoeral Laod Office, oo tbc 4th day of AulUJI, 199S, bcrein&ftcr the "tffoctivc clal.o" llld it wu found and detainincd that TITAN RESOURCES, W'. whose addra:s u 
SOO W. TEXAS, SUITE 500, MIDI.AND, TX 79701 b.ad offc:rcd the lushcsl eod best bid for a le:i.,c oftbc area above described md ls, thcttforc, citided to receive a 1-th~ 

NOW, TIIEREFORE.1. Gaff)' Mauro, Com.mlssloocr of the GcocnJ Land Office o(thc Swe of Texas, bemnaftcr aomcdmes rc!cmd 10 • "l..cssor," wbolc addn:ss is AlUWl, Texas, by vutuc or 
the aithonty VCSICd m me aod in coasidcnlioo of the paymcit by tbc ba-cmafta desianatcd Lessee, tbc sum of Sb 1bo1U&Ad Two lhmdrrd Ally Thru and JMOO Dollars, (S6,l.53.39), 
rccdpc of which u bcttby 9Clalowkdpl IOd of the royalna, coYcnml1, IIJpUJatiom md eoodu!om coo.tamed -i hereby aarc,ccl to bo paad, ot.crvcd -i pcnormcd by Lc:acc., do bcttby dcmuc. 
p-ant, lcuc 1nd let 111110 the aboYe mciuoocd bidder the aclw.iYC ri&bl 10 proopcc:t ror, pnxluu and 11.kc Otl md/or ps from the afcnsald area upoo the folJowu,a tamJ and coodirloos, to-woe 

I. RESERVATIO : Thero Is bcreby accpc.c,d and rcsc:r-s to Lcuor the (\IIJ u,c of the propcny COWf'ed hereby and aD n&hts with respccc to the surface IDd IUblurfKe thcnof (or aoy -t 
alJ putpoecs acq,c lhoM IJ"llll10d and lO the C1U:III bcrc:in pwotcd lO Lessee, IOIClhcr With the riat,u of inlJ"CSI IDd CIJ"CSI and U,C of Aid land, by I..- IDd IIJ mineral lc:s,ces, for purJlC*' o( 

aplorin1 (or and produdn1 the mlncrwJ "'hich arc IIOI covt'l'Cd, or "'b,ch may DOC bo covcn,d in the f\nure, uodcr tho lamJ of thu 1.-, but "'lucll may bo located within the swf.,. bounclanes ol 
the leased uu. All of !he rich ts In and to the leased premises reumed by l..cSJor and all ol tho ncbts in and to the leased pranisa pwotcd to Lessee bcreui sh.all bo acn:iscd in such • manna that 
ncilhcr shall unwly interfere wtlh the opcruiom of the other 

l. TtRM : Subjc,ct to the other provisiom berco(, thu lease ahall bo for a term or lhe (S) y-. from tho cffecuve dale bercof (bcmn Clllcd "pnnwy tcnn") 1nd a Iona thcrcaftcr u Oil or ps 
Is pro<kiced in payio1 quantities Crom said area. 

3. DELAY RENTALS: lfoo wcll be c:ommcnccd oo the land bcrcby lascd oo or before the 1111.D1vcna,y ewe ofthu lease, lhu 1-lball la'ID1lW.C u to bocl, puuc:s unless tho Lessee oo or 
'd d.uc shall pay or lalda 10 tho Comnuuooocr o!the GcnenJ Land (){{'ice of tbo Swe ofTcus al AIIStln, Texas, the sum of One Dollar (Sl.00). pu •en. wblc;h shall opcnte as raiJa1 

·t, the privtle1e of clcfcmna the oomme1ocmcn1 of a well for twcM (12) mooths from said elate In W... 11WU1cr and upoo like Jl9Y!DctlU or 1eodas the commcicemcit o( a wcU may be 
~~ erred for lib pcnoc:ls of the aame number or moo tbs succcssr,dy dunn1 the pnnwy t.crm bc:reof .... 
•..., PMD CTI ON ROY AL TIES: SubJcct to the prvvwons for royalty l'COICtioos Id oul ID aibparaJnpb (E) of thu pmqrapb 4, upoo production of o,I and/or ps. the Lc:lacc a,roes to pey 
or to be paid to the CommlJSJOllcr o(tbo Gcncnl Land Office ID AllStlll, Texas, for the u,c and benefit of the Stau ofTa.u, durina the tam hereof: 

• ~.tf OIL: Ju a royalty oo Oii, ,.b,ch i$ dt.fmcd u U1Cluduia all by~ procluced III a hqwd form a1 the mouth of the well and also all coodcnsatc, dutillatc, and ocher liqwd 
1 rccovcrcd from Oil or au nm throu&h a acpan1or or other oqwpma11, u bcn:wftcr provided, 1/5 pst of the srou productioo or the maned value tbcnoC, at the opoOII of the i.-, 

suc:b val• to bo detemuncd by I) the blah~ posied pnce, plus prcm,wn, if any, otrc:rcd or paid ror oll, coodcnsalc, clisnlla1c, or ocher liquid hydrocarbons, rc,pccu~ly, or a hkc type and pn,ty 
1Jt ~t ctcnJ I/ea "'hero procluced and "'hen run, or 2) the luabest marl,.c1 pncc thcrco( ofTCJ'OCI or paid in tho acneral .....,. "'here produced and whci run. or 3) the IJ'OI.S proceeds of tho aalc 
thcrc,o~ "'blcbcvcr Is the IIUICr l..essce aarc,c, lh111 before any ps produced from the land hereby leased IJ aold, used or processed ID a plant, it will bo nm fRc of COii to Lcuor throup an 
adequate oll and ps scplll'IIIOf of coovcntlonal type or other equipmcit III least u cffidcnt to the end th.Ill all liquid bydroc:atboru l'CICOWfU>le from the ps by such meant will bo recovered. Upoo 
.1'1-ftle.f t of Lessor, the rc,quirancnt that such ps be nm through such a scpanuor or other equipment may bo waived upoo such tcmu and cooditiOIU u prescribed by Lessor .... 

~ NON-PROCESS£D CAS: lu a royalty any ps (lncluchna Oared ps). "'1llcb u dcflocd u all hydroc&rt>ons and pscous 1Ub11anca not dt.fi11cd u Ot1 111 sut,p.,qnpb (A) abow., 
~ from any -11 oo aid laltd (acq,c u provided bcrno with respc,ei tops proccs,c,d ID a pl&ot for the cxuxuon or p,ollllC, Uqwd hydrocari>ooJ or ocher produc:u) 1/S pan of the ~ 
pnxluctioo or lhe marlcct value th=f, at the opoon of the Lalor, aicb value to be bucd on the lupcsi marlcct pnce paad or offered for ps of oompanblc q\Wity io the ccicnl area where 
produced and "'bco nm. or the cross pncc paid or offc:rcd to the producer, "'hlchcYct II arcaca Pf'O"ldcd that the nwumum pn:aure hue III mcaJUru1a the ps UDdcr thu 1-cooll'Kl shall not"' 
any tune exceed 14.6$ pounds per sqmre mcb amolutc, IDd the standard base t.cmpcnture shall be Sal)' (60) dcpus Fal:umbot. CO<Ta:tJOO to be m.SC for PftSIW'e """ordina to Boyle's Llw, ..ct 
for specific pavoty acconho1 to test made by the Balance Method or by the moa IJ'Pf'O"-ed metbocl oftCSWla bc:111a Utcd by the industry al lhe tune oftatu11, 



.. ~ 
(q PROCESSED GAS: Ju a royalty oa any gas proccs:sed in a ga.soline plant or other plant for the recovery of gasoline or other liquid hydrocarbons. ~ part or the residue gas. and 

the liquid bydrocarboos cxtnctcd or the marlcet value thereof', at the option o£the Lessor. All royalties due herein shall be based oa one hundred percent (100%) or the total plant productioa or 
residue gas attn"butable to gas produced from this Ica.se. and oa fifty percent (!10'/i) or that percent acauing to Lessee. whichever is the grca.tcr, or the total plant production or liquid 
hydrocarbons, attributable to the gas produced &om this lease; provided that it liquid hydrocarbons are rccovcred &om gu processed in a plant in which Lessee (or its parent, subsidiary or 
affiliate) owns 111 interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (!10%) or the highest pcrc:cnt accruing to a third party processing gu through such plant 
under a processing agreement negotiated at WrrJS lc:ngth (or it there is no such third party, the highest pcrccat then being spcc;ified in processing agreements or contracts in the industry). 
whicbcw:r is the greater. The respective royalties oa residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered £or any gas (or liquid 
hydrocarbons) of c:ompanble quality in the gcnenl area« 2) the gross price paid or offered for such residue gu (or the weighted average poss selling price for the respeaivc ~ o£liquid 
hydrocarbons). whichever is the greater. In no event,. however, shall the royalties payable under this pangraph be less than the royalties which would have been due had the gas not been 
pro<eSSCd. 

(D) OTHER PRODUCTS: Ju a royalty co. carbon black, sulphur or any other products produced « manufactured £rom gas (cxceptiug liquid hydrocarbons) whether said gas be 
•ca.singhead, • •<1ry• or any other gas, by fui.ctionating. burning or any other processing. m part or gross production or such products. or the mark.et value thereof. at the option of Lessor, such 
marlr.::et value to be determined as follows: 

(1) On the basis o£the highest market price o£cach product, during the samemooth in which such product is produced. or 
(2) On the basis of the average gross sale price of each product for the same mooth in which such products are ~ccd; whichever is the greater. 

([) V AR.IABLE ROY AL TY: (i) Subject 10 the other provisions of this lca.se, it is hereby provided that in the event production in paying quantities is established pursuant to the terms 
of this lease and suc:b production is brought oa line and saJcs thCROf are commenced v.ithin twenty-four (24) months or the effective date hereof, the royalty rate provided heretll shall be 
rcduccd to 11.75%. and shall apply to each. subsequenl well drilled and produced on the land covcrcd. by this lease. Provided that, if during such twenty-rour (24) mooth term during which 
Lessee may cam a reduced royalty rate of 11. 75% as herein provided. Lcsscc should drill in good f'a.ith and complete the first well as a dry bole oa the land covered by this lease, Lcsscc may 
rcc:civc a three (3) month extension of the term in wb..ich to cam a reduecd royalty rate by giving notice to the Commissioner of the Gcncnl Land Office, commencing drilling operatioas on an 
additional well prior to the cxpiratioa of such. three (3) month period and prosecuting diligcndy and in good raith the drilling of such additional well and completing same so that production in 
paying quantities is established and so th.at suc;h production is brought on tine and sales thcrcor are commenced prior to the expiration of such three (3) month extension period. 

(u") In the event production in paying quantities is established pursuant to the terms of this lease aad such production is brought on tine and sales thereof arc commenced after the 
expintioa of twenty-four (24) months from the effective date bcreo{but prior to the expiration orrony<ight (48) months from the effective date hereof. the royalty rate provided herein shall be 
reduced to 19.375'Ye and shall apply to each. subsequent wdl drilled aad produced co. Iha land covered. by this lease. Provided that, it during such twc:Dty-four (24) mooth term during which 
Lessee may cam a reduced royalty rate of 19.375% IS herein provided. Lessee should drill in good &ith and complete the first well IS a dry hole cm the land covered. by this lease, lcsscc may 
rcc:civc a three (3) moo.th extension o£the term in which to cam a reduced royalty rate by giving notice lo the Commissioaer of the General Laod Office. commencing drilling opcnlioos on an 
additicml well prior to the expiration of such three (3) month period and prosc,c:uting diligcndy and in good &ith the drilling or such ldditional well and completing same so that production in 
paying quantities is established and so th.at such production is brought m tine and sales thereof are commenced prior to the cxpinticm of such three (3) month extension period. 

(F) NO DEDUCTIONS: Lessee agrees that all royalties acauing to Lessor under this lease shall be without deduction for the cost of producing, transporting, and othc:rwisc making the 
oil. gas and other products produced hereunder ready foi' saJe or use. 

(G) ROY ALTY IN KIND: Notwithstanding mything coatained herein to the contnry, Lessor may, at its option, upon not less th.an 60 days notice to Lessee,. require at any time 0tt from 
time to time that payment or all or any royalties accruing to Lessor under chis lease be made in kind without deduction for the cost of producing. gathering, storing, separating. treating. 
dehydrating, compressing. processing. transporting and otherwise making the oil, gas and other products produced hereunder ready for sala or use. Lessor's right to take its royalty in kind 
shall not diminish or negate Lessor's rights or Lessee's obligations. -whether express or implied, under this Jeuc. 

{II) PLANT FUEL AND RECYCLED GAS: No roy,lty shall be payable oa any gu " may RpRS<Dt this lease's pn,portiooalc share of any fuel u,cd ID process gu produced 
bemmdcr in any proccssing plant Notwithstanding anything contained hcrciD. to the contrary, and subject to the consent in "Writing or the Commissioner or the General Land Office, Lessee 
may rcqt.le p., for gas lift purposes on the leased premises after tbe liquid hydrocarbons contained in the gas have been removed. and DO royalties shall be payable on the gas so recycled until 
IIJCh time IS the same may thcre:after be produced and sold or used by Lessee in such mannc:t u to entitle Lessor lo a royalty tbcrecn under the royalty provisions of this lease. 

(I) MINIMUM ROY AL TY: During any year after the c:,cpirati<D of the primary term of this lease, it this lease is maintained by production. the royalties paid to Lessor in no event shall 
be Jes., Ihm an amount equal to the total annual delay rental hcmD. provided; otherwise. there shall be due and payable oo or before the last day of the month succeeding the anniversary date of 
this Jca,c a sum equal to the total annual rental less the amount of royalties paid during the preceding year. 

(J) MARGINAL PRODUCTION ROY AL TY: Upon Lessee's written applicatioo, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum 
royalty set oat in subparagraph 4 ([) to extend the eoonomic life of this lease and cucourage recovay of oil or gas th.al might OCherwisc remain ~ Any such royalty reduction must 
conform to the requirements or any School Lad Board administrative rules oa this subject. lloya1ty may not be reduced below the applicable mtutory minimum. ' 

5. ROY ALTY PAYMENTS AND REPORTS: All royalties aot taken in kind shill be paid to the Commissioocr oftbc General Land Office at Austin. Texas, in the rollowing manner: 
Payment of royalty oa producti011 of oil and ps shall be u provided in tho rules Id forth in the Tcus R.cgistc::r. Rules currently provide that royalty oa oil is due and must be rcccive4 il 1¥ 

General Land Office oa or bcf"ore tho Sth my or the sccond month succcodiDa the mooth of productioa., ml royalty OD ps is due and must be received in the General Land Office oo Br.~ 
the 15th my of the second month succeeding the mooth of production., accompanied by the affidavit of the ownc:t, man.ager or ocher authorized agent, completed in the form and manner 
prcsaibcd by the General Land Office and abowing the gross amount and dispositicm or all oil and ps produced and the market value oftbe oil and gu. togcthc:r with a copy of all ~il. 
records or reports coo.5nning the gross production, disposition and mark.et value including gas meta readings, pipeline rccc:ipts, ps liDc receipts and other checks or memoranda of am!Ut 
produced and put into pipelines, tanks. or pools and ps tines or gas storage. and any other reports or records which the General Land Office may require to wri(y the gross productit,n. 
dispositioo md marlcet value. In all cases the authority of a manager or agent to act for the Lessee hcrciD. must be filed in the General Land Office. Each royalty payment sh.all be acccslPll¥ed 
by I chccJc stub, schedule, summ.&ry Oil other rcmittmcc advice .showing by the assigned General Land Office lease number the am~ Of royalty being paid OD each. lease. If Lessee ~We 
royalty oa or before thirty (30) days after the royalty pmyment was due., then Lessee owes a penalty of 5% oo. the royalty or SlS.00. whichever is grcaler. A royalty payment which is over thirty 
(30) days late shall acauc a penalty o£10%oCthe royalty due orS2S.OO whichever is greater. In addition to a penalty, royalties sball accrue intc:rcst at a rate: or 12% pcrfQr. such intl.i'ril• 
begin KCl"Ulllg when the royalty ls sixty (60) days overdue. Affidavits and supporting documents which arc DOI filed when due shall incur a penalty in an amount Id by the Genc!al Ladt! 
Office administrative rule which is effective cm the date when. the affidavits or supporting documents were due. The Lessee shall bear all respom1Dility for paying or causing royalties t01bc 
paid IS prcsa:ibcd by the due date provided herein. Payment or the delinquency penalty shall in no way operate to proh!Dit the State's right of forfeiture as provided by law nor act to ~ 
the date OG which royalties were originally due, The above penalty provisioos shall Dot apply in cues o(tide dispute IS to the State's portion o(tb.e royalty or to that portion or the remw• 
dispute u to fair marlcet value. • •••••• 

6. (A) RESERVES, CONTRACTS AND OTIIER RECORDS: Lessee shall annually furnish the Commissioner of the General Land Office with its best possible estimate of oil'and -
reserves underlying this lease or allocable to this lease and shall fu:mish said Commissiooer with copies of all coo tracts under which gas is sold or processed and all subsequent agreements and 
amendments to such coatncts within thirty (30) days aft.er entering into or making such contncts, agreements or amendments. Such coo.tracts and agreements when received by the General 
und Office shall be beld b, coofidcoco by the Gencnl und Oflioe unless otherwise llltborizod by Losscc. All other coalrlCIS lllld records pertlining ID the production, tnn,portation, sale tnd 
marketing or the oil and gas produced oo said premises. mcluding the books and ICCOUllts, receipts and discb.argcs or all wdls, tanks, pools, m~ aad pipelines shall at all times be subject to 
inspection and cumin.ation by the Commissioner of the Genera! Land Office. the Attomey Gcncral, the Govcmor, or the reprcscntz:ivc of my of them. 
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• (B) ORJ tLlNC RECORDS: Wriucn nocice or all opcntloru oo this lease ahall be IUbmJucd to the Commwiooer or the GcncraJ Laod Office by Lcssc,c or opcnlor a~ (S) da)'I before 
spud date, worlcow:r, re-<ntry, temporary abandoomcn1 or plug and abt.odoomcnl or any wdl or -111. Such wrillal DOtice to lhc Ocncnl Laod Office aball lllcludc copies or~ 
Commwloo fonns for appliatioo to drill. Copies or-11 lc:sts, complcdoo rcporu IDd plugging rq>OfU ah.all be supplied to the Ocncnl Laod Office a1 the time they are filed with the Tcxu 
Railroad Commlilioo. Lessee shall supply the Gcncnl Laod Office with any rcconb., mcmcnnda. accounts, tq>OCU. c:uttinp IDd cores. or Olher information relab~ to the open.lion or the 
abo~bcd pmnlscs, wruch m.y be rcquc:md by the Ocncnl Laod Office, la addJdoo to those bcrcin cxprcply provided for. Lessee shall ha\>'C an clccuical and/or radioactivity aurvey 
made oo lhc bore-bole scc:doo, from the base o r the surface casina to the toW depth or well, or all wd!J clnlled oo lhc ~ described prcmlSCS and aball lnllSmil a 1nsc copy or the Joa or cadi 
sur,q oo acb -1110 the Ocncnl l..&od Office wilhln fif\cco (IS) days after the mmn1 or Aid survey 

(C) PENAL TIES: Lcucc aball ln<:ur a penalty when= rcpons. documcnu oc other mauriw arc noc filed In the Ocncnl Land Office wbm due. The penalty (or lace fillna &hall be Ac( 

by I.he Gcncnl l..&od Office • dnu.nlmatl~ rule wluch ls dTecn~ oo the date wbm the malcrcals wc:ro due in the Gcncnl Land Office 

7. RET A!NEO A CREA CE: Notwillutandlng any proviaioo or thu lease IO the coolnty, after a weU producing or c.apahle o r prod~mg oil or aas bas bcco complctocl oo the lcasod 
prcmucs, Lascc shall exercise the dlllacnce or a rcuooably pn,dcn1 opcnlOr In dnllina such additional well or wells u may be rcasooably 11ecasary foe the pn,pa- dcvdopmcn1 or the leased 
pmnises and in nwlcctin I lhc producdoo th~ 

(A) VERTI t.: In the cmil th.ls lcuc is ui force and dTCCI two (2) yws after lhe ciqxratioo date of lhe pnmuy or atcndcd lmD h &hall lhcn tcmwWe u to all of the lcascd premises, 
EXCEPT (1) ~O acres SWTOWK!ing each oU well capable o(produclna in payu,1 quandues and 120 acres IWT0Wldl01 each ps 11,cll c.apahle orproctuana in payin1 quanudes {llldudin1 a abu1-
la oil or ps well u provided in Pangn.pb 11 bcrcol), or a well upoo wruch Lascc Is then aipged la ccollDuow mll1n1 or rcwonana opcnoons. or (2) lhc oumbcr o r acres included in a 
producing pooled Will pumw11 to Nanni RttourocJ Code Scc:ooru '2.1 S 1-Sl. I SJ,« (J) sud! grutct « lesm oumbtt of IICIU u m1y tbm be allocated for producdoo purposes to I pn,ratioo 
urut for each such produclna wcll W>clcr the rules and reiiulations o f the Railroad Commisaioo of Texas, or any sucx:cssor 11cnq, or Olhcr govemmcnw authonty havin1 jurisdicdoo. Witbu, 
90 da)'I o( • putlal 1aminadoo or this lease In ~ with this ,ubpmngnpb and upoo paymmt of the mlnlmum filina fee Ac( by Gc:ocnl Land Office rules in dJce1 at the time o( the 
panial knnlnadon. Lcucc ahall ha~ the righl to obbin a surface lease for lna;rcss and ca;rcss oo and acroa lhc ICnllinatcd portion o( lhe leased pnmiscs u may be rc:&IOllably occcuaty for the 
oootinllCd opcndoo or the portions of lhc lease rcmaln.illa in fORlC and dfca. If Lascc fails to lpply for a surface lease within the 90 dly pcnod spcctfied above, Lcucc m-r lpply for a 
surface lease from the Land Office, but the Laod Commlulooer bas the diJcrcdoo co cnni Of deny sud! apphcatioo and ID Ac( lhc fee for such surface lca.sc. 

(B) IIORl20ITT AL: In the cmi1 this lease is In force and dJ'ce1 IWO (2) y...-s aJ\er the cxplmioo date of the primary or extended lam It ahall fwther tcrmiJwc u to all dqKlu below 
100 feet below the ioc:al depth drilled (hcrdnaJ\cr ·deeper dq,clu1 In each well located oo acreace retained In Pwa,npb 7 (A) above, unless oo or before two (2) yws 11\cr the primary or 
c:xtcndcd lam Lc:ssc,c: pays an amo..011 equal to ooc-bal! (112) of the boo1U oripnally paid u ooosidcntioo for this lease (u ,pccUied oo pqo I h<rcol). If such amou.nl is paid, this lease shall 
be In fORlC and effect u to such dccpc:r dq,clu, and aald 1aminadon ahall be delayed for an addidoaal period of two (2) ycan and ao 1001 tbaul\cr u oil or ps is produced In payin1 quantities 
from such dccpcr dq,clu oow:rcd by lhiJ lease. 

(C) ID£NTIF'lCATION ANO f'ILlNC: Tho surfM:c aa-eqc rcbWlcd ba'CUndcr u to each -ll lhall. u ocarly u pn,cdcal, be in thc form of a ,quaro wtlh tho v.ell locatcd in the center 
thcrcoC. or such olha- shape u may be epproved by the School Land Board. Within lhiny (30) days 11\cr panial lenninauoo. or thu lease u provided bcrcul. Lcucc ahalJ cxc,c:utc and rcoord a 
release or relcaxs ccownina a udmc:lory lcpl dacripdoo o r lhc acrcasc and/« dq,clu - rcw.aed bc=mdcr. The rcconlcd ~lease, Of a ccrtwed copy of umc, alw.l be filed in the GcncnJ 
Laod Office, aooompanled by the fllill.g fee pmcnl>cd by the Ocnc:nl Land Office rules in dfee1 on Ibo date the ~lease is filed. If Lcucc Cails or rd\ua to cxocuic llld rcoord such release or 
releases within lliocty (90) cl.rya afta- bcina rcquc:md ID do ao by the GcncnJ Land Office, Iha, the Commission.er 111 his aolc di.Jacdoo may deslsnai,: by wrium lnsuumcnt the acrc:aac andlor 
dq)chs to be released bc=mdcr and record such iruuumcnt 111 Lessee's cxpcnsc in the county or C01111des wbcrc the lease is located and in the officill rooords of thc GcncnJ Land Office aad 
such designation ahall be buidina upoo Lessee for all JIWl>OKS. If a1 any wne afta- the dJccc~ dale of the partial tamlnatioo proviai0111 h<rco(, the applicable fkld rulca 1rc c:hanpl or the 
..-ell or well.J located tbcrcoo 1rc rcd.uaified ao that less ecrcaac Is thereaJler alloc:atcd to ,aid well or -IJJ for producuon putpOkS. thlJ lcuo &hall thcmipoo tcrmlnatc u to all acn:aac -
tbcraJ\cr allocated to wd wc1J or - 11s for producdoo pwposes. 

L OFFSET WE LLS: I( oil md/or ps ahould be producc,d In oommcn:lal quanudes from a -ll located oo land pnva!cly owocd or oo Sw.c Imel lcucd a1 a lcucr roy.Jty, wb.lch well Is 
within ooc thow&nd (1 ,000) fed o( the area lod..clcd bcrdii. « which wc1J Is cnlnln1 the erca covcrcd by thla lease. the Lessce .ahall, within ,ixty (60) da.)'1 aJ\a such initial produc:doo from 
tbc dninina well Cf tbc well located withJ.o OIIC thousand ( 1,000) (CC( from the .-ca oova-cd by di.iJ Jca,c bcpn UI IQOd wth and prolCCUIC dill1cady the dnJ11.n1 o{ &O oJisct well 00 tbc 
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oowrcd by thla lcuc, and mch olrSd -ll shalJ be drilled 10 such depth u may be IICICCSAf)' to pn:w,nl the widaic draJAaa-c o( the area oowrcd by thla lease, and the Lcuec, ,,.....er oc driller 
lhall u,c all means occessary ID a aood faith dTon to make such otrJCt -u produce oil md/c, ps ill commcrcW quantidcs. Ooly upoo the dctam.l.natioo o( lhe Commissloocr and with bu 
wri11a1 approval, may the peymcnl o{ 1 compensatory roy.lty satisfy the obliptioo ID drill aa oefsd wdl or wclla rcquiffll under thla Pwa,npb. 

9. ORY IIOLfJCESSA TION OF PROO CTI ON DURING PRIMA.RY TERM: I.(, durina the primary 1crm hcnlof and pnc, to ducoYuy and productioo of oo or ps oo ald IIDd, 
Lcucc tbould ckilJ a dry bole or boles lhcrcol1, or If durina the prinury Lenn bcr'CO! aad aJ\a the di.JCOYay md aauaJ produc:tioo of oo Of ps ftom Ille lcucd pnmiscs such producdoo thereof 
lhoo.lld ccuc ftom any cause., this lease ahall - icrminalC I! oo or bdore thc cxpindoa of aixly (60) da)'I Crom date of oamplctMla of wd dry bole Of ccssatioo of producdoo l..ascc 
commc:oca addidonal dri1J.in1 or reworlclna opcndons tborcoo. or P'IYI or lcndcn the ocxt annual cklay reaw In the umo m.aoocr u prvvldcd in thla lease. I.(, during the last y- of the 
primary Lenn or within ,ixty (60) cl.rya pric, tbcrc(o, a dry bole be compldcd and at.ndooed, or the producdoo o< Otl or ps should ccuc for aay cause., Lcaee'1 nsfnl shall remain l.n full force 
and dJcct without l'urtbcr operations until the cxplradoo of the primary Lenn; me! if Lcssoe bas DOI raumed producdoo in payu,a qu.anbues 111 the apinlloo or lhc primary ccrm, La.sec may 
malnwo thla lease by ooodllcdAg addidoaal drilll.n1 or rcwondn1 opcndons punuaat to Panpa:pb 10, u.s!D1 tbc cqxratioo of tbc primary Lenn as tbc date of CCSAboo of produc:tioo wider 
Pvlppb I 0. Should lhc lint - u or any IUbscqucnt -u ckilled oo die aboYc dcsaibcd llnd be oompldcd u a ab111-in oil or ps -ll withl.o lhc primary Lenn b.crco(, Lascc may resume 
peymcnt of the annual rental In the umc m.aoocr u prvvldcd bcrdn oo or bdorc the rental s,.yina dac followlq the cx:pirldoo o( mty (60) cl.rya ftom the date ol oomplcdoo of ,uch ab111-in oil 
or e,~"'9od upon the Callun ID nulcc ,uch peymcnt, thls lease &ball ii- faclo ICnl1ln.ltc. If• tbc cqxratioo of the primary Lenn or aay time thc:rcal\.cr a 111111-io oil or ps wdl Is Joe.led oo 
the ~ ~ pcymcnlJ may be made l.n 8CCOfdaac:c with Ibo abut-in proviai0111 bcm>(. 

,.: MA no . ORI LUNC, AND REWOR.KINC : If. all.er the cxpindoo o( lhc primary tcnn.. produc:doo o r oil or ps from tbc leased prcmlJcs, after - obwoed, ahouJd ccuc 
from~-. thla lease ahall - ld1nhwc I! l..cuN com.mc:nca additional drill.las or rewor1cii11 opuadoru within dxly (60) cl.rya after mch ocssation.. and thla ,_ ahall rcnwa ill full 
force £1 dJ'ce1 fOf ao loo1 u u:b opcndocu oootinuc la IQOd faith IDd la wonananlikc manner without illt.cmqldoos IOta1lq more than aixly (60) dly,. If such drillln& Of rcwor1dn1 
opcnti~ t in the produc:tioo of oil or ps. the lease ahall rcmAio in full rorce and dTce1 for 10 loo& as oil or ps Is produced ftom lhc lcucd prcm.iscs la ~ qumnlles or peymcnt of 
eh~ oc ps wclJ roy.Jdes or peymml of compensatory roy.ldes Is made u provided bcmo or u provided by 1-. If the dri1J.in1 Of rewamn1 opcndOIU result In tbc oomplc:doo o( a wd1 
u a dry bol~ lhe leue will - Lennln&t.c I! the Lessee oommc:oca additloaal dri1J.in1 Of rcworidn1 opcntioos within way (60) days all.er the complcdoo of the well u a dry bole, and thla lc:uc 
shall~ dJce1 ao loo1 u Lessce ccodnucs drill.las « rcworonc opcnd01U la aood faith and In • wor1ananli1..c manner wttbout l.nlcmlpdons tota1in1 more than auoy (60) dly,. Lcsscc 
ahalJ P"" vJlnco oodce to the Ocncnl Laod Office wilhln thirty (30) cl.rya or aoy ocssatioo o( produc:doo 

• 

.Jlf ~ -IN ROY AL n ES: For l'Ul1)0k:S of this pan.snaph. ._ll. mc&DS 111y wc1J that bas bccn assis-f av.ell number by the 1U1.e aaCDCY h.avuta jwudlc:uoo over the ~oo of Otl .-.. I{• aoy time aJ\a lhc cxplradoo of the primmy &am of a lease that. until bci4s abut in. was bci4s mainwoed in rorce llld c:fJ'ca. a ,.'dJ ~ of pnxl,x:la.1 oil oc ps in s,.yin1 
quanbdes u,)oc:a!cd oo tbc lcaJCd pn:mlJcs. but oil or ps 1J - bcin1 produced for laclc ol suitable produc:doo fxilidcs or laclc ol a 1UJW>lc mar1cu, thai Lessee may pay u I ab.ut-ln oil or ps 
~ ~ ount equal IO double the annual reatal provided la the lease, but - less than S 1,200 a yar (or cac:b well c.apahle o( producu,.a oil or ps in payu11 quantibca. To be diccdvc. 
each \.idal :i.ut-ui oil or ps roy.Jty must be paid oo Of bdorc: (I) tbc cxplntloo oflhc primary lcnD. (2) 60 da)'I all.er the Lessee ceases to produce Otl or ps from Ille lcucd prc:mlses. or (3) 
60 days 11\cr Lessee oomplctcs I drilliD1 Of ,-oridna opcntloo in eccordaoce wich the lease provisions; wblcbCWI" date Is lalat. If tbc abut-in oil or ps royalty Is paid, the lease ab.I!! be 
oooaidcrcd ID be • produdns la.sc Mid the paymcat abalJ extend the ICf'DI of the lcuc ror • period or ooc r- from lhc cod of the pnmary 1crm, or from lhc flnt dly o( tbc mooth followi4a lhc 
mooth la which produc:doo cc:uod. and, all.er that. I! oo swW>lc produc:doo fadlldes or suitable mm1<ct for lhc on Of ps a:iJu, Lessce may cxtcnd tbc lease for four more SUCICC&li"" pc:nods or 
ooc (I) r- by peytns the ume amoun1 each year oo or bdorc th• c:xplndoo or ad, ehut-ln 'JUI 

I l. co MP ENSA TOR y RO y AL n ES: I.(, duri.n. lhc period the lease ls kept io elf CCI by peymcnJ o( die abut-lo od Of ps royalty. oil or ps u aolcj. ll!d dcliwrod io payi.Da quanntlcs 
from a well located w,thin ooc tbowaod (1,000) fc:ct of lhe lcucd pmniJ.CS and compldcd in thuamc produc::ina rcscM)lf, or u, any ~ ' '1!:e(J ~Qi et_/lD coolllluc to 
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maintain. tbe Jca.,c by paying the lhut-in oil or ps royalty shall cease,. but the lease shall remain effective for the remainder of the year for which the royalty bu been paid. The U.,SCC may 
main'Wll the lca.,c for four more successive years by Lessee p,ying compensatory royalty d the royalty ntc provided in the lease of the muket v.Iuc ofproductioa from the well causing the 
chm.ago OI' whkb 11 completed in the wne producing reservoir and within oae thousand (1,000) feet of the leased premises. The compensatory royalty ls to be paid monthly to the 
Commissioner bcgilming on OC' before the last day of the month following the month in which the 0t1 or gas is produced &om the well causing the drainage or that is completed in the same 
producing rcsc:rvoir and located within oae thou.und (1,000) feet of the leased pmnises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in 
oil « ps royalty, Lessee shall pay III amount equal to the diffcrenco within thirty (30) days from the cod of the 12-moath period; and llOCIC of' these provisions will rt:licve Lessee of tho 
oblig:atioo. of' reasonable development nor the obligatioa to drill offset wells u provided in N.R.C. Scctioa 52.034: however, d the dctc:rmination of the Commissioner, and with the 
Commissioner's written approval. the payment of' compm.satory royalties shall satisfy the obligation to drill offset wells. Compensatocy royalty payments which arc not timely paid will accrue 
penalty and interest in accordance with Paragraph 5 of this lca.se. . 

13, EXTENSIONS; If, at the cxpintion of the primuy term of this lease, production of' oil OC' gas has not been obtained on the leased premises but drilling operations arc being conducted 
thereon in good faith and in a good and worlan.anlikc manner, Lessee may, oo or before the expiratioa of the primuy term, file in the General Land Office written application to the 
Com.missioner of the Gcncn.l Land Office for a thirty (30) day cxtcnsioa of th.is lease, accompanied by payment of 1brce Thousand Dollars ($3,000.00) if this I~ covers six hundred forty 
(640) 1CreS or less and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease ror a thirty (30) 
day period from and aft.er the expintion of the prim.uy tcnD and so long thcrcaftcr as oil or gas is produced in paying quantities; provided further, that.Lessee may, so long u such drilling 
opcntioas arc ·being conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (JO) days and, upon receipt of such 
application and payment. tbc Commissioner shall. in writing. lpi.D extcod this lease so that same shall remain itl fon:.c for such additional thirty (30) day period and so long thereafter u oil or 
gas u; produced it1 paying quantities; provided. however. that this lea..1e shall not be extended for more than a total of three hundred ninety (390) days from and after the expiration of the 
prim.my term unless production in paying quantities bu been obtained. 

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced oo said land ncccs.saty for operations hereunder and solely upon the lea.sed premises; provided. 
however, Lessee shall not use potable water or watcr suitable for livestock OI' irrigation purposes for water flood operations without the prior written consent of Lessor. Subject to its obligatioa 
to pay surface damages, Lessee shall have the right to use so much of the sm:f.aee of the land that may be reasonably neccs.sary for drilling and operating wells and trmsporting and marketing 
the production therefrom, such use to be cooducted under cooditioo.s of lea.st Dljury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office 
rec schcdu1e which is effective oa the date when the ICtivity requiring the payment of surface damages occurs. 

15. POLLtrrION: In developing this area, Lcsscc shall use the highest degree of care and all proper saf'egtWds to prevent pollution... Without limiting the foregoing. pollution of coa.m.1 
wctlaDds, natural watcnnys, riven and impounded_ wattt shall be prcvcnted by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the 
event of pollution. Lcsscc shall usc all 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 bwld and maintain fences around its slush. sump, and drainage pits and tank batteries so as to pro(~ livestock against loss, damage or injury; and upon 
com.plctioo. OI' lbandoo.ment of any well ~ wells. Lcsscc shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon. 

(B) SUBMERGED LANDS: No di,clwge of solid waste or pzbage lhal1 be allowed into State Wilen from any drilling or support ..sseis, production pbtform, aow or ,uwly boar. 
tierg,e. jack-up rig or other equipment located oo. the leased area. Solid waste shall include but shall not be limited to containers. equipment, rubbish., plastic, glass, and any other man-made 
DOCH:liodegradablo items. A sign muse be displayed in a high traffic area oa all vessels and manned platforms stating, -oischarge of any solid \Va.Ste or garbage into State Watcn from vessels 
OI' platforms ii strictly prohil>itcd and m,y subject a State oCTc:xu !cue to forfeiture: Such statement shall be in lettering ofat 1cut t • in siz.e. 

(C) RIVE.RS: To the c:xtcnt acccssary to preva1t pollution. the provisions found in subsections (a) and (b) of this paragraph shall ilia apply to riven and riverbed.I. 

(D) PENALTY: Failure to com.ply with the requirements of this provisioa may result in the maximum penalty 'allowed by law including forfeiture of the lease. Lessee shall be liable for 
tho damages caused by socb f.ai1urc and ay costs and expenses incurred in cleaning arca.s affected by the discharged wa.ste. 

16. IDEN11FICATION MARKERS: Lessee shall c:rcct, at a distance not to cxc:ccd twc:oty-five (25) feet from each well on the premises coVCRd by this lease, a lcgtl>le sign oa which 
ahaII be stated the name of'tbe opcn:tor1 the leue designation and the well number. Where two« more wells DD the sune lease orwberc wdls on two OI' more leases ~ connected to the same 
tm.k bau.cry, ,whether by Individual ftow line connections diroc:t to the tank« tanks or by usc of a multiple header system. each tine bctwccn each well and such tank or header shall be 1cgi'bly 
identified at Ill times. either by a firmly attached tag 0t plate or an identification properly painted on such line at a distance. not to exceed three (3) reet £rom such bmk or header con.nectioo.. 
Said signs, tags, plates or other ideotification markers shall be maintained in a legible conditioo. throughout the term of this tease. 

17. ASSIGNMENTS: The lease may be tnns:fcned. at my time. All transf'c:rs must reference the lease by the file number and must be recorded in the county where the area is located, and 
tbc recorded trmsf'er OI' 1 copy certified to by the County Clerk of the county where the transfer is recorded must be filed in the General Land Office within ninety (90) days of the cxccutiou. 
date, u provided by N.R.C. Sectioa 52.026, 1CCC1Dpanied by the filing fee pacribcd by the Gcncn1 Land Office rules itl effect on the date oC receipt by the Gc:ocn.l Land Office oC such. 
transCa or certified copy thereof'. Evay nmfc:rcc shall succeed to all rights md be subject to all obligations. liabilities, and penalties owed to the State by the original !cs.soc or any pricx 
transf'crec oC the lca,c. including my liabilities to the ltate for unpaid royalties. 

IS. RELEASES: Lessee may rdease the rights ,nm.ted bereu:ndcr to the State at my time by recon:ling the release in tbe county where this area is tituated and filing the recorded release or 
certified copy of amc in the Gcocnl Land Office within ninety (90) days after its execution acccx:npmied by the filing fee prcscn'bcd by tbe Gcncnl Land Office rules in effect oa the date of 
n:ccipt by tbe Gcncn1 Land Office of' such release OI' certified copy thereof. Such rdeuc will aot have tbe effect of' relcuing Lcsscc from any liability therctof ore acaucd in £avor of the State . 

•• • 
1,. UEN: In ICCCrdmce with N.R.C. Section $2.136, the State sba1I have a first lien upon all oil and ps produced from the area covered by this lca.se: to secure payment of aft..;..• 

royalty and ocher sums of money that may bcoomc due under this lease. By ICCICptlllcc of this lease, Lessee grants the State, in additioo to the lien provided by N.R.C. Scctioo 52.136 ,;.4, fW 
otbcr applicable ltllUtory lien, m cxpas contractual lien oa md socurity interest in all leucd mincnls in md atractcd &om the leased premises. all procccds which. 1111)' KaUO 11 I.As.Fr 
from lbc Ille of' such leased mincnls, wbcther such proceeds a:re held by Lessee OC' by a third party. and all fixtures oa and improvements to the lea.sod premises nscd in connectioa with 'ibC 
produdioa or processing of such lc:ascd minerals in order to tean lhe payment of all royalties or ocher amounts due or to become due under this lca..sc 111d to secure payment of' any damJ.gcl or 
loss that Lessor may sufl'er by rcasoa of' Lessee'• breach of my covenant « COlldition of this lease, whether express « implied. This lien and sccmity interest may be f-.« 
without court prooccdings in tbe manner provided in lhe nttc 1. Qiapta 9 of the Tex.as Business and Commerce Code. Lessee 1grc,es that the Commissioner may require Lessee to ex«-1'• 
,net ~ such instruments as may be reuocubly nccess.ary to ICknowledgc. attach or perfect this lien. Lessee hereby represents that there arc no prior OI' superior llCllS arising loin and 
relating to Lessee's activities upoa the lbovo-dcsa'tocd property OI' from Lessoc's mcquisition of this lease. Should the Commissioner at any time dctcrmlne that this rqxesc:nwion is J«4"11 • 
thea the Commissioner may declare this lease forfeited u provided hc:rcin.. • 

10. FORFEl11JRE: lfLcsscc shall fail or refuse to make the payment of' any sum within thirty (30) days aft.er it becomes due, or if Lessee or an 1Uthom.cd agent should knowinft!:,t9:* • 
any &be return OI' &1se report ooaceming production or drilling. or if Les.see sh.all fail or refuse to drill any offset well « wells In good faith u required by law md the rules and regulaliA 
adop(c,d. by the Commiss:iooer of the Gcncn1 Land Office. or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgaiql by the 
GcncnI Land Office. the School Land Board. OI' the Railroad Commission. « refuse the proper IUthority aeeess to the records pertaining to opcntiom, OI' if Lessee or ID auth~~· 
sboald knowingly fail or refuse to give correct in!onnatioa to Che proper authority, ex knowingly fail or rcfuse to fumish the General Land Office I correct log of any wcll, or if Lessee shaft 
bowingfy violate my oftbe material provisions of this lease, OI' if this lease ii assigned and the assignment is aot filed in the Geacn.l Land Office u required by law, the rights acquired under 
this lease lhall be subject IO forfeiture by the Commissioaer. and be shall forfeit ame wbca sufficie11tfy informed or the facts 'Nhjcb authorize a forfeiture, and wbCll forfeited the area shall 
again be subject to lea.sc to the highest bidder, under die ~c regulations COGtrolling the original talc of lcucs. Howcva", nothing herein shall be construed u waiving the automatic 
tc:rminatioa of this teuc by operation of lrN or by rcasoa of 111.y spcciaI limitation llising hereunder. Folfciturcs may be Id &Side and this lease 111d all rights thereunder mn.statcd before the 
rights of another intcm::nc upoa satisfactory evidcoce to the Commissioner of the Gc:ncn.l Land Office of future compliance, with the provisions of the law and ol this lease and the rules and 
regulatioas dw may be adopted relative hereto. 
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n. RJV£JUJ£D TRACTS: In the c,vcnt this lease coven a rivcrbod. Lessee Is bacby 1pCC1fically sranted lhc ripu o( cmlncnt domaui eod coodcmnaooo u provided for III NJLC 
Sccdoos Sl.092-52.09), u a pan o( tbe -,,denwoo mOYU1110 1- (or the oovmaau ba-c111 made by Laacc · 

ll. APPLICABLE LAWS AND ORJLLINC R£STR.ICT10NS: Thu lease ah.all be subJcct 10 all Nies and rcplll(Joo,, and amcndmeau thereto, promulptcd by lhc Commlu,-,, of 
rhe GcncraJ l..lnd Office SCJVU'IWII dnlhna and prodUC111g opcnbOIU on Pmnancnt Free School und spoalically Uldudin11111y Nies promulptcd ~ rcl11c to plans o( Ot)CnllOlll, payment o( 
royalucs, and aud,una proccdurcs. and shall be subJCCI 10 all oeber valid IW\ltcs, Nies, rcauJauons. ordcrl and on1maoc,c:s dlat may atrcc:1 opcnllOIU under the PfOVUIOIU o( this lelk Without 
llmltiag the acocnlny of tbe fett&oina. Lcuce bacby agre,c:s, by the acccpcaoce of tbu lease, 10 be bound by and subJCCI to all statulOl'y 1111d rcplllory prov,siOIU rcblina to the GcncraJ I.and 
Office's audat billuia DOtice and audit bcannp proec,clurcs. Sald prov,11ocu arc currcnlly (OWMI 1131 Tcxu Adminunuvc Code. 0>aptcr • . and Texas Nawnl Rtsow-ccs Code Scctiocu ll.133 
and 32 137 throup ll.U O. In the c,vcnt tblJ lease oovcn land frllllclu.scd or lc:asod or ochawue wed by a uvlplioe duuid or by the Urutcd S111e1 (or the purpose of uvlption or Oilier 
purpose inddcot to the opcratioo o( a pon. tbffl Lessee ihall DOC be enblled to enter or poucss IIUCb land without prior approval u provided under Sc,c:tioo 61 117 of !he Tcxu W11.er Code, but 
Lc:sscc shall be cntilled 10 ~lop such land ror oil and ps by dircctiOQ&) drillini; provided, boweYa", dlat no surface dnllin1 locadoo may be ocara lhllll 660 feet and lpCCIAI pcrmwloo from 
the Commlssiooer o( the Oa,cnl r.....od Office Is ncccuary IO make any JUl'facc IOCll.ioo nearer than l,160 feet measured II right analcs Crom the ourut bulkhead luie or from the nearest 

dredged boctom edge o( any channel, &lip, or tunung butn wblch has bcco autboru.cd by the United States u a (odcnJ proJCCI (or future coaslnlCdon. wtuchC\ICI" Is DC&rCr 

lJ. REM OVAL 01' EQUlPMENT: Upoo the terminatioo o( this lease for any cause, Lessee ihall not. ln any C\'UII. be pcnnittcd IO remove the casin1 or any pan o ( the equipment from 
.iy producins. dry, or abandooed well or wclu without the wnnen cooscnt of the Commwlooer of the Gcnc:nl lAnd Office or lu.1 autboriud rcpn:scntlllve, nor shall Leucc, without the 
wrinen cooscnt of said Comml.ssiooer or bis authonz.cd rcprescnwlvc remove from tbe leased pn:mi.sc:s the casin1 or any ocher equipment.. maurial, machtnay, mpplianccs or property owned 
by Lessee and u.scd by Lessee in the devdopment and produc:doo of 011 or ps therefrom unul all dry or abandoocd wdls b.avc been pluued and unul all &lush or rc!usc l)lts have been pn,pcrly 
filled and all broken or dJJQt'dod lumber, mac.btncry, or clcbri.s shall b.ave been removed Crom the pranl.lCI to the utisfactioa o( the said Commwlooer or lu.1 autboriud rqirescnWivc 

lA. FORCE MA1EUR£: Should Lcsscc be prevented from oomplyina with aoy cxprc:ss or implied ooveu.nt o( thu lease, Crom coaducun1 clnll1111 opcn11oo.s tbcreoa. or Crom producuig 
oil W>d/or p.s lhcrcfrom, Lfl.a dJ'ort made io 1ood faith, by rcasoo of war, rcbdllon, riots. saikc:s., fires, acu of God or eoy onlcr, rule or rqubrioo of aovaumental autbonty, then while so 
prcYCl!tcd, Lc:s.sc,e'a obUptioo 10 oomply with JUCb covenant ah.all be .swpcndod upon proper and AllJfllCIOl'y proof prCR2ltod to lhc Commisslooa of the GcncraJ Land Office III IUpport o( 

Lc:ssoc't contentioo and Lcuce shaJJ DOI be liable for cbmaaes for faUW'C IO oomply therewith (except io the event oC lease opcnllOIU IUspcndcd u provided in the Nies and rc,ulauoa.t 
adopted by die School Land Bomd); and tbu lease ihall be encoded while and ., loo& u Lcsscc is prevcotcd. by my such cause, Crom dnlluia. rcworian1 opcratioo.s or producina oil aod/or 
p.s Crom tbe leucd pmnlsc:s; provided. however, tbal nothlllg bemn-sb.all be OOllSIJ'Ucd to suspc:nd the payment of rentals durina Ibo pnm.uy or extended tam, nor to abndae Lc:ssoc'a ri&bt 10 a 
,wpcnsloo under any applicable llllUtc o( this Swe. 

15. Lt.ASt: SECURITY: l..cucc ah.all tan the blgbcsl dcsrce of care and all proper Afeauanfs IO prolCCI said premJscs and io l)l"C"ent thd\ o( oil. p.s. and other bydroca,t,ooa produced 
from said lca.,c. Thi.I includes, but la ooc Umltod to, the in.sta1111.ioo of all DCICCSSII')' equipment.. acal.a, locb. or oti- appropnlle prolOCIIVC dcvlca oo or II all -, poinu II the lease's 
producdoo, ptbcrina and SlOnl&e l)'ltC'lllJ wb= theft of bydrocatbona can occur. Lcaee ahall be liable for the loss ol any bydrocatbons rcsuluna from theft and shaJJ pay the State of Tcxu 
royalties th~ u provided herein oo all oil, ps or ocher bydrocatbons lost by rcasoo of theft. 

l&. R£.D CTlON OP PA YM:ENTS: If, during the primary tam, a portioo of the land oovcrcd by this lease Is inc.ludod within the boundancs of a pooled unit tbal has been approved by 
tbe School Land Boen! in aocordancc with NII.Unl ~ Code Soc:ti01U n.m-n.UJ, or iC. 11 any time a.fl.a the cxplrmioo of the pnmary term or the cxtcndcd tam. this lease c:ovcn a 
ICSK1' number of aaa thao the IOQJ amowu daaibcd bcrdn, peymenu tbal an, mMlc oo a per 1oCrc bwJ bc:mmdcr sh&IJ be reduced acciordlna IO the oumber of ec:rcs pooled, released, 
sum:ndcrcd, or otbawlsc acvcrcd, so that payments ddautlned oo a per loCl'C bula under tbc tams of tbJ.s lease dwin1 the primary term lhaJJ be calculated based upoa the number o( acres 
outside the boundaries ol I pooled unit. or, lf a.fl.a the cxpifflioo of the primary tam, tbe oumbcr of acres actually rcw.oed and oovcrcd by tbJ.s lease 

17. SUCCESSORS AND ASSlCNS: The oovcn&IIIS. ccndltiOIU and a,:rc,cmcnu oootaincd h<:m.o ahall extend IO and be bindi.Da upoa the bcus, aecuton, adminlslraun. ,ucccuon or 
us! ans or Lcsscc herein. 

l&. ANT1QU1Tl£S CODE: In the COVCIII dlat any fell.Ure of an:bcolOl)cal or bJJlorical Int.crest la CDCOUDta'cd dunq the actiV1Ues autbonzod by tbJ.s lease, Lessee will unmodiat.cly -
11Ctmtics and will lmmcdl.au!y DOd!y tbc General ~ Office and the Tcxu lliaorical Com.m.iaaoo IO that adcquac measures may be undatakcn to pn,tec:t or n:,covcr aucb ducovcrics or 
lindillp. u app,,priatc. Lcssce Is c:q,rcsaly placed oo oodce o( lhc Nll.iOl1&1 HiSIOrical Prc:rcrwaoo At;t. of 1966 ~9..U, so Stawtc 913, 16 U.S.c.A. • 10). Lcsace ahaJ.I comply with tbe 

Antiqwtics Code of Ta.as, O>aptcr 191, NatunJ Raourccs Code, u amcodccl. 

29. VENUE: 1-and lcssc,e, lnduding lessee'• 1UCCCS10r1 and assipu.. ba-cby &ll'CC chat Ya1uc for any dispute arisana OUI of a provision of tbu lease.. whether cxprcu or implied. 
rcpniina intcrprcudon of this lease, or rclatln1 in any way to this !cue or to applicable case law, IW\ltc:s, or adma.nl.stradvc Nies, lhaJJ be in a oowt of oompcunt juriadlc:tioa located In Travis 
County, State ofTcus. 

JO. LE.ASE Fl LlNC: Pllnuanl to Olapter 9 of the Tex. BUJ. & Com. Code. thiJ lease mUJt be flled of rword in the office of the County Oalc in aoy county in which all or aoy pen of the 
lc&scd p<m1i.sc:s Is located. ond ccnilled ooples thcrc,of mUSI be fllcd III the Ocncral Land Office. The prexnbod filin1 fee shall accompany the CCl'tlfied ooplcs ICIU IO the Ocncnl Land Office. 

. . ... .... . . . 
•• • 

•••• . .... . ...... . . 
• .... .... . ...... . . 
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ll. EXECTmON: This oil and gas lease must be signed and acknowtcdgcd by the Lessoc 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 
General Partner, TITAN RESOURCES I, INC. 

:EE~~ 
TITLE: Vice President - Land 

DATE: ___ s_e~p_t_em_b_e_r_2_S~,_1_9_9_8 __ _ 

IN TFSTIMONY WHEREOF, witness the signature of the Commissioner of the General Lmd Office of the State of Texas under the seal of the General Land Office. 

ROVED 

'"''""f;_I.., L<z•I 
DC 
SD 
Exec __ _ 

STATEOF ___ T_E_X_A_S _____ _ (CORPORATION ACKNOWLEDGMENT) 

COVNTYOF_~M~l~D~LA~N~D~----
DAN P. COLWELL-. 

BEFORE ME. the undersigned authority, on this day personally appeared---------------------
i<no,,,i to me to be the pcsoa wbose aame is subsm1>ed to the fo,cgomg insbumeot. u __ V_I C_E_P_R_E_S_ID_E_N_T_s_LA_ND ______ ,of TITAN RESOURCES I, INC., 

_c_e_n_e_r_a_l _P_a_r_t_n_e_r_o_f....,.T_I_T_A_N_R_ES_O_U_R_C_E_S_,_L_. P_. ___________ .,ad ,cla,owlodgcd to,., that he executed tho same 

for the purposes and coasidcratioa therein expres.scd. in the capacity stated, and as the act and deed of said corporation. 

STATE OF _________ _ (INDMDUALACKNOWLEDGMEN11 

COVNTYOF __________ _ 

Before me. the undersigned authority, oo this day personally appeared ____________________ _ 

bowa to me to be the persons whose names are subsatl>cd to the foregoing instrument, and aclcnowlcdgcd lo me that they executed the 
amc for the purposes and consideras:ioa therein expressed. 

Given under my hand and seal of office this thc ______ .da, of _____________ ~ 19 ____ ~ 

••• • • • •• • 
•••• • • • • •• 

• 
•••• • •••• 
• •••••• • • 

• 
•••• • • •••• 

• -------------------~.~~:· 
Notary Public in and for ____________ _ 

6 

-. 
~ -~ .. 
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••• • • • ••• 
•••• • • • •• • 
• 
•••• • •••• 

• •••••• • • 
• 

•••• • • •••• 
• •••••• • • 

1HESTATEOFTEXA8 I 

COUNTY OF CULBERSON I L Uod, Uriu. C1m al tho C...,,. o.mt hi 111<1 
f.:ir u1d Count, u~ ~t.at.e,do~oe;tifythat the fDftFfnsll•trm-:*:7'- ~.5 
co~o( {)/ I -( h '?J ..£::....4E..>t! dated. . : .. ~, ~ 

";')fl / .led ........ 11,.,,,m.:.th;,'...:.L..01., ':N . 
,'JL.£.._ .. co:/5. 11..-ci,,.k-.r·~~~ ,'::ftt'i'fl~ ... i.. 
l"'l!CQrdedlathe 9' ~·' • Rttordlol'~Coonty, 
Te Ia&. 

d TO CERTIFY WHI~~ Yi'}~ my hand .Ind ~dal ~>:,. Van It~ th.II . 
_ _.L:__dayof c//:-t._ ' •.,19.U-

__,,,,, / . Ll~-DA

0

~RIAs:co~ ~LERK 
Py~ l\rputy. CULBf.RSON COUNTY, TEXAS. 
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r..eaae Number Book/V P;ige Entry County I Pariah •ate 

TX299-109-143-000-00 78 302 51194 CULBERSON TX 

Lease N me I State of Texas l Lease Date I 08/04/98 

l.egal Ocacr1ptlon 

SW/·I I. S/2 t NW/4 ot Section 14, DI k 52, Pub! IC S h I Lllr,rl Su,vey, :Ulheison -aunty, Tex,s. nt 11n1ng approximately 1-10 1 

11c1ea ,a 11hown on the Oftlclal M>p oC Culbcison County n t I le 1n the Texas General L,rnd Ott Ice, Auot1n, Texas 

990563'~9 

PROSPECT TX299 - PARAGON INDIAN/S~ .. ~.:, 

I 1yee (a A count Number AlnOunt. 

State of Texas Cl)vx240 . 7o 
General Land Office 
1700 N. Congress Avenue 
Austin, TX 78701 

-- / (1CU1 /&Sou..r Ct'. 'S LP /;;2( 
• • • RN •• eriod Beg . 08/04/1999 DELAY RENTAL CHECK # 100415 . . . .. . 

INSn TI >N. TO DEPOSITORY. You have been designated as depository tor the above described payment Please credit th" proceed• 
thet the pdlLles named and 1n the amounts 1nd1cated hould any d1t t ic.ulty ot any n,ture arise, DO NOT RE'nJRN our chec1<, but 
r ~ •, t•• dqoslt to the cietlit oC the p,irty nAmcd 1n a s1e 111! cunt and alvlse ua ,s II n aa poa111ble for furLher 1natn1ct1on11 . . . 

. . . . . 
.. . . ... 100415 



•••• • • • ••• 
•••• • • • ••• 

• 
•• •• • • • • • 
••• • • • •• • 

• 
•• • • ••• • 



Check # 101227 ,{re ( .SD I{ rce ' /2 
Property I d / MMS Eff. Date Recording Information State County / Parish 

nm1-109-l 43-ooo-oo 08/04/1998 11/21/98 BK 78 PG 302 ENTRY S 1194 TEXAS Culberson 
~ M 9%01 

Property Nam e I Lessor 

Commissioner of the General Land Office of lhe Stale of Texas 

Property Legal Description 
SW/4 & S/2 or NW/4 of Sectlon 34, Block 52, Public School Land Survey, Culberson County, Texas, containing approximately 240.7 acres as shown on the 
Official Map of Culberson County on file 1n lhe Texas General Land Office, Austin, Texas 

)( 2 tjo. 70~1 6ll1G1 

Payee Name & Address SSN/Tax Id Number 

Sldte of Texas, acting by and through the 
Comn-.1 er of lhe General Land Office Federal Tax Withheld • 170 • enoress AvPnuP 0.00 
Ausli ~ 78701 Account Number . . .... . ... Total Bank Charges 

• • . 0.00 ... 
Payrwent • Period Payment Amount Bank Service Property Property 
Due"ga!r. : (1n monU1s) Description Due Charges Sub-Type Sub-Id 

08/04/ 2000 12 Delay Rental 240.70 0.00 .. . . 
• ... 
I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

l nstrucuons to depository: you have been designated as depository for the above descnbed payment(s). Please credit the proceeds thereof to the parties 

named and 1n the amounts Indicated. Should any d1ff1culty anse, make the deposit 1n a special account, and contact us 1mmed1atel'N ~ 1 Q 12 2 7 

I 



0 

f_ 

... 

..... .... · 

.···· .... · 
... . . . . . . 

• . . ·· ... · 
.. ... · : 



Check # 102560 
Property Id / MMS Eff. Date Record ing Information State County/ Parish 

TX299- l 09-143-000-00 08/04/1998 11/21/98 BK 78 PG 302 ENTRY 51194 
...... 

• •• Tex • Culberson . . .. . . .. • •• • M 9%07 • . . . . . . 
r • . . . . • . . ... 

~ 

Property Name / Lessor 

Commissioner of lhe General Land Office of the State of Texas 

Property Legal Description 

SW/4 & S/2 of NW/4 of Section 34, Block 52, Public School Land Survey, Culberson County, Texas, conta1n1ng approximately 240.7 acres as shown on the 
Official Map of Culberson County on file 1n the Texas General Land Office, Austin, Texas 

(~l~ 
Payee Name & Address SSN/ Tax Id Number 

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

'f8'--lo.1n 
Account Number 

Tur-c:_ ~ P9):,\( Cf'S C(? Total Bank Charges 
0.00 

Payment Period Paym ent Amount Bank Service Property Property 
Due Date {In months) Description Due Charges Sub-Type Sub-Id 

08/04/2001 12 DELAY RENTAL 240.70 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 n11 n An cc 1 
----'-' T...Jvv.J. 

I nstructions to depository: you have been designated as depository 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 deposit in a special account, and contact us 1mmed1atf(J ~ 1 Q 2 5 6 Q 



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

••• • • • • • • 



Check #9901464 
Property Id I HMS Eff. Date Recordina Information ••• State County/ Parish 

' TX299-HY>- l 43-000-00 08/ 04/ 1998 11/21/98 BK 78 PG 302 ENTRY 51194 . • . . T . Culberson • • 
. . . . . . 

M-99602 
. . . • . . . . . . • • • . ... 

Property Name / Lessor 

Commissioner of the General Land Office of the State of Texas 

Property Legal Description 
SW/4 & 5/2 of NW/4 of Section 34, Block 52, Public School Land Survey, Culberson County, Texas, containing approXJmately 240.7 acres as shown on the 
Offioal Map of Culberson County on me in the Texas General Land Office, Austin, Texas 

02U4i288 

Payee Name & Address SSN/Tax Id Number 

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

rz) Account Number 

Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 

Due Date (In months) Description Due Charges Sub-Type Sub-Id 

08/04/2002 lZ- ' DELAY RENTAL 240.70 0.00 

' 
;.. 

I I 
. 

0.00 0.00 , _ - ' . -
-

I I 
-

0.00 0.00 -
. 1~ 

, - -
I I ..... 0.00 0.00 , ,, 

r I r-.. I 

\, V ~L-\v 
I I 0.00 0.00 r, 

Instructions to del)OSltory: you have been designated as del)OSltory for the above descnbed payment(s). Please credit the proceeds thefetJH~~ P<){tJ,eS 
named and In the amounts indicated. Should any difficulty anse, make the del)OSlt In a special account, and contact us 1mmed1ately. ~ ~ U J.. '+ 0 4 



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


