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AUGUST 4, 1998 "
MINERAL LEASE BID APPLICATION :
Texas General Land Office ED - CA-040(8-93) ’i '
APPLICANT I agree, if awarded a lease on the referenced tract, to comply with all terms .
AGREEMENT and conditions of said lease and with all applicable laws that so povem said !
lease, as those faws may be amended. '_\_-
i
APPLICANT Name TITAN RESOURCES, L.P. :-\a
IDENTIFICATION - ' «3
TO APPEAR ON  Address 500 W. TEXAS, SUITE 500
LEASE int
(typelprin) Ciy MIDLAND g TX gz 79701
(Include +4 Codc)
Telephone (915} 498-8600
Culberson Public School Land
AREA County(ies) Survey/Area :
DESCRIPTION 52 34 (1f Applicable) 240.70
Block/Tsp. Section/Tract Acres
@f Applicable)
BID (A) Cash Bonus Enclosed (8) (type/print amount below)
SUBMISSION
$6,253,39
(B) Sales Fee Attached ($) {type/print amount below)
$93,80
This Sales Fee is 1 - 1/2% of the cash bonus as provided in Section 32.110 of the
Natural Resources Code as amended.
MGL. NO. " APPLICANT (same as above) BONUS AMOUNT ONLY (A)
6 - TITAN RESOURCES, L.P. (Do Not include sales fec)

(s) 6,253.39

Pt
TAXLD. #

SIGNATURE OF

AGENT /yﬁn & ,%L,
"

{type/print below) 4 John E. Lodge
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Lease Form
Revised 10/97]
G-mav

Austin, Texas

—— ———

OIL AND GAS LEASE
NO. M-99602

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being hereinafier referred to as N.R.C.), and subject 1o all
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to said
N.R.C, the following area, to-wit:

SW/4 & 872 OF NWM OF SECTION 34, BLOCK 52, PUBLIC SCHOOL LAND SURVEY, CULBERSON COUNTY, TEXAS, CONTAINING APPROXIMATELY 240.70 ACRES
AS SHOWN ON THE OFFICIAL MAP OF CULBERSON COUNTY ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

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

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

NOW, THEREFORE, |, Garry Mauro, Commissioner of the General Land Office of the State of Texas, hereinafier sometimes reforred 1o as “Lessor,” whose address is Austin, Texas, by virtue of
the muthority vested in me and in consideration of the payment by the hercinafier designated Lessee, the sum of Six Thousand Two Hundred Fifty Three and 39/100 Dollars, ($6,253.39),
wdﬁhhﬁywdHhmmmd““d““nhﬂ“d;-ﬁﬂb“bwm
grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and conditions, to-wit:

1. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all rights with respect 1o the surface and subsurface thereof for any and
all purposes except those granted and to the extent herein granted to Lessee, together with the rights of ingress and egress and use of said lands by Lessor and its mineral lessees, for purposes of
exploring for and producing the minerals which are not covered, or which may not be covered in the future, under the terms of this lease, but which may be located within the surface boundaries of
the leased area. All of the rights in and to the leased premises retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner that
neither shall unduly interfere with the operations of the other.

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

3. DELAY RENTALS: If no well be commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall terminate as to both parties unless the Lessoe on or
before said date shall pay or tender to the Commissioner of the General Land Office of the State of Texas st Austin, Texas, the sum of One Dollar ($1.00), per scre, which shall operate as rental
and cover the privilege of deferring the commencement of a well for twelve (12) months from said date. In like manner and upon like payments or tenders the commencement of a well may be
further deferred for like periods of the same number of months successively during the primary term hereof.

4. PRODUCTION ROYALTIES: Subject to the provisions for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees to pay
or cause 1o be paid to the Commissioner of the General Land Office in Austin, Texas, for the use and benefit of the State of Texas, during the term hereof:

(A) OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafler provided, 1/S part of the gross production or the market value thereof, at the option of the Lessor,
such value 1o be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and gravity
in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the sale
thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
adequate oil and gas separator of conventional type or other equipment at least as cfficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor,

(B) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above,
produced from any well on said land (except as provided herein with respect 1o gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/S part of the gross
production or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where
produced and when run, or the gross price paid or offered to the producer, whichever is greater provided that the maximum pressure base in measuring the gas under this lease contract shall not st
any time exceed 14.65 pounds per square inch absolute, and the standatd base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and
for specific gravity scconding to test made by the Balance Method or by the most approved method of testing being used by the industry st the time of testing.




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

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be
“casinghead,” "dry" or any other gas, by fractionating, buming or any other processing, 1/8 part of gross production of such products, or the market value thereof, at the option of Lessor, such
market value to be determined as follows:

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

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the terms
of this lease and such production is brought on line and sales thereofl are commenced within twenty-four (24) months of the effective date hereof, the royalty rate provided herein shall be
reduced to 18.75%, and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twenty-four (24) month term during which
Lessee may cam a reduced royalty rate of 18.75% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may
receive a three (3) month extension of the term in which to eam a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an
additional well prior 1o the expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in
paying quantities is established and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period.

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

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

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

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

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

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

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

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

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessoc shall snnually furnish the Commissioner of the General Land Office with its best possible estimate of oil and gas
reserves underiying this lease or allocable to this lease and ghall furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and
amendments 1o such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General
Land Office shall be held in confidence by the General Land Office unless otherwise suthorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and
marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to
inspection and examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them.




(B) DRILLING RECORDS: Written notice of all operatioas on this lease shall be submitted 1o the Commissioner of the General Land Office by Lessee or operator five (5) days before
ﬁmm.m.mmcmmmduymwm Such written notice to the General Land Office shall include copies of Railroad
Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commission. I‘-uhlllwplyﬂw(hcllmmmmmmmmmndmumﬂmmuhwﬂmdm
shove-described premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled ca the above described premises and shall transmit a true copy of the log of each
survey on each well to the General Land Office within fifieen (15) days after the making of said survey.

(C) PENALTIES: Lessee shall incur & penalty whenever reports, documents or other materials are not filed in the General Land Office when due. The penalty for late filing shall be set
b]llseﬁuciMWWN&M&J&WNMMM&MNW&»&MWLlndOﬂ'loe‘

7. RETAINED ACREAGE: Mhm&uuymﬁdwdmhhuhmemvy.ana-udlpwnguwdmmmmhﬂbmmplﬂudmlhelu'm
unudnumhdﬂigmoflmablypmdm(m«inﬁmumhu&ﬁﬁmduﬂuwdhnmhmdﬂymfahmdcvdmoﬂhew
premises and in marketing the production thereon.

(A) VERTICAL: h&eevu!Nshuhhfmndeﬂedmﬂ)maﬁaﬂnwﬁﬁm“dﬁcpﬁm.ywmmilﬁllllhmlﬂ'mhlleulollloflhelusedm,
mu)wmm&ueﬂoﬂwdlwdmhmwmﬂ)m“m&ncﬁmmMMMth(mmm.ﬁm-
in ol or gas well as provided in Paragraph llhﬂmf).unwdlmwhichMthhmm’umm«ﬂ)hmhﬂmMuMhu
MpﬂdﬂlmﬂwﬂdhwmmwSI.ISI-SI.ISLGO)MMUMbudmum&mhdhmdhpﬁﬁnmmlpwdm
ﬂiuudnéwm;wdlm&emlandmuﬁmnfﬂwmedemmnymw,amMmMUMﬁuM. Within
’oﬁpdlp-ﬁnlunh-?udhhlnnhwmmhnbp-wwhndwmudhnhimmﬂh.fmnw&uimmndﬂhdeunm&mdm
'-Id-hlicl.lmilllInwlicﬁ#hnbhhluf-uhmhhpmudwuuuduummmdhwmhaumhmﬂywhh
continued operation of the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessce may apply for »
mum&wmwhwmhhiﬂMbwudﬂyn&Wiﬂmﬂhﬂhfuhnﬁn&ml&e.

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further terminate as to all depths below
) mmmmwmmw-w@mﬂu-ﬁwﬂwqwmuwv(A)m unless on or before two (2) years afler the primary or
-mmunnm'unmﬂhw(lﬂ)ﬂummﬂuMh&hm(nmﬁdumlhemuo. If such amount is paid, this lease shall
hlhhulﬂlmnbudldlw-mud-kh-nhﬂmﬁa.llbeﬁsyedfanddiﬁudpabddma)ymndnh‘mﬂuudluphwo&nadhmm&a
from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as 1o each well shall, as nearly as practical, be in the form of & square with the well located in the center
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessoe shall execute and record a
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
umwwuﬁhhmwummmmhmanuuumum If Lessoe fails or refuses to execute and record such release or
“wﬂﬁd’M}M*bﬂuwhbnwumwoﬁuhuml&ﬂm.ﬂﬁpﬂWMthm
muhﬂ-ﬂm.dmd-ﬁwlwlwhhmammhm&w-dhuoﬁddm&dhmLndOﬁoend
such designation shall be binding upon Lessee for all purposes. uu-;muuu-cmmaummmwuwmwmmwum
d-mmmmMnuuwumwnmmumum@mmmwmm-umwu
thereafier allocated to said well or wells for production purposes.

8. OFFSET WELLS: rmmmmumhwmhﬂwwnwmm«nmum:-mw.m-dm
uﬂh-t-d(lm)luldlnnMMcMMh&MHmMW&MMMMMdxxy(w)dqysdlc-dlhhhlpothﬂiﬂpm
ﬁ&ﬂ-ﬂﬂwm-lﬁ_d(lmﬁﬂmhmmdby&hlﬂlhﬁhpodﬂ&-dmmmmdumwahm
“dbyﬁlnu.-d-ﬂmuwﬂﬂhmhﬁm-mhmhmh-ﬂdﬁuuihnmdby&m-dlul.u.-mwddlh
M-d“mhuwmmnmﬁMﬂMQMphwm Ouly upon the determination of the Commissioner and with his
mmwumd.wmmumummmm-ﬂmmmm

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term hereof and prior to discovery and production of ofl or gas on said land,
u-ﬁdmaqm-mmalmumnwumumummdoﬂupmmmm-ﬁpmw
Hﬂhqm&mﬂu-ﬂﬂucmhwdmtﬁ)hhmdmdﬂhmwmdpmm
mmmwmmmumamumwmmuu-:-—:-mumu. If, during the last year of the
M-uw&dm(ﬂ)hylwiumlhhﬂehwMwuhMeﬁﬂapMmfaqmwﬁm*ﬂmﬁhMm
dmmmmﬂumdummdumuummummnuwuummu—um
-ﬁﬁmumﬁmmummmumlo.w&wdumm-uhudmam-h
Paragraph 10. whhﬂuwmmmuumwuuwunmdupmmummmummm
mdﬁ‘mﬂhh—-ﬂumhﬁuuhﬁnh_ﬂmhmumdm«mmmu&dw&du&mw
-pﬂdwhﬁ!b-ﬁl-ﬁmﬂsuﬂwmm Hahuﬁﬁdhmm«mumlmdapwﬂhwu
uummmumhmmuuhmw

10. CESSATION, DRILLING, AND REWORKING: EﬂquthMdeﬂRyhumeuﬂMMm
t—q-uﬁh-ﬂumnu-uu_-wmumm-m-m(w)mmumudwumu-hhu
ﬁ-uﬂhnm-nmmhwuuuM_-ﬁummmum(w)m If such drilling or reworking
mﬂhhmddcmhh—lﬂmﬁhﬂMﬂmhnmuduphmﬁnhuwhm“ﬁuumﬂ
ﬁhduﬂﬂmﬁunﬂdwﬂywﬂh-&-wwuuwww. If the drilling or reworking operations result in the completion of & well
-.cyu-.uh--m-m-hnvuu-uw--n-mudmummmm(m)mmumdmmu.aymnmh—e
u-ﬁuﬁunm-mmmumuumhmmmu-m-mmmmmmm(mm Lessee
mwmm»umummwmmdqmdmﬁm

11 SHUT-IN ROYALTIES: hmd&mﬂ.ﬂ'mmwﬂl“mmm-ﬂmh&mmeMhmdoﬂ
and gas. thh&hqﬁdﬂdhmmdnhﬂuuﬂmuhu“-ﬁﬁoﬂhhdm-ﬂqﬂndmwwphm
ﬂdﬂﬂhhﬂduhwmudaﬂhmb&cuwhudmmMﬁhahﬁdtmmhulmmw-lm-hoﬂaﬂ
m-“o@dbmunﬂwplwldndhuh-n,hululmllMamhdﬂwﬂeﬂMduwhmm To be effective,
cﬂhﬂiM-hoﬂupuuydiy“hﬂducm(l}hwdhrh-yn(!)wmwu!mn-bpmhudlapﬁuhmwhmuﬂ)
mmumm-mummummuummuhm If the shut-in ofl or gas royalty is paid, the lease shall be
thaml-u-ihw—umwunduuuhnpudmy-mu-daum-.umuquummu
thﬂdwﬁdﬂm‘..‘.dhrﬁl.Iflo-hbhpo“ﬂHﬂ-cﬂnﬂenﬂhhﬂum“bmuﬂh“hfmm”pﬂ%d
one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

12. COMPENSATORY ROYALTIES: lf.drh;hpuiodhhnhk@lhlﬂonbymdh“-houumw.nﬂumhdd-dddivudhmwﬁﬂ
from & well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, of in sny case in which drainage is occurring, the right to continue 10

3



mkuwm&ﬁhdupﬂwiu.llm.whhummdedwhhmdhymfwmhmwhmm The Lessee may
-Mhhmhhmwwmbymmww:mmmm&mmdhmdudmhhmmm
drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly to the
Mwuuhﬁthﬂﬁyo{hnnndnl‘ollcwiuh-ouhhm&ﬂnoﬂumhmﬁmhwﬂlmuﬁnmuhhmﬂMh&eme
producing reservoir and located within one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-moath period is in an amount less than the annual shut-in
ﬂwpwﬂy,hnnuﬂmnmmﬂuhﬁﬁmﬁﬁnhhy(”)dm&mhndoﬂhel2-nomhpaiod;n4mofﬂwu|lwiﬁmwiumﬂ¢wlmuofh
mdwewmmmmmmwmmnumhNxc.msz.ou;m.-mmm«uwm.udwimm
Commissioner’s written approval, the payment of compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue
penalty and interest in accordance with Paragraph § of this lease.

13. EXTENSIONS: lLlhexpirHimd&eptimtylumof&islux,pmdmﬁondoilwmhmbmohﬁndmmmmm&iummmbdum
Mnmhpodﬁihndhagood-dwhunlﬂww.lmew.mwwmhuwmdumw.ﬁhinh(imﬂlnd()ﬂ'mwﬁmq:pﬁmﬁmm&e
Wdhﬁmﬂﬂl‘dm&l.ﬁmm)ﬁymd&hlﬂu.mpmkdbyptmmofmwwm(ﬂ.m.omif&hhumﬁhun&ndfu‘ty
(“O)mwlmndShT\wmdDoﬂm(“.mAM)ifﬁhhnemmMﬂhm&dfm(ﬂﬂ)mmhmmﬂl.hwmmmmforlﬂ:iﬂ'y(BO)
hypeiud&mmdﬂuteeqiuimoflhcplimrylemMnWMuﬂumthmﬁ.MﬁmWﬁn&a.&llﬂmm.mlun;umch&illing
q:uﬁmmMMWWMMW&MwM(}D)MWMd[«&-ddiﬁmnlaxlmu‘onoﬂhiny(w)dlylmd.upmmdptofﬂch
MMMNWMthﬁmmliﬂaneﬁdlmahhfmfmnnhddiﬁmﬂﬁiﬂy(m}dlypaiodndnlmgmﬁuudlw
mhpwhmmdﬁwmﬁmm.hmhuﬂlnﬁbe:xlmdedfammthmltoﬂloflhtehuadrdnlndy(l%)day!frmmduﬂumccxpi:uionofm
primary term unless production in paying quantities has been obtained.

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary for operations hercunder and solely upon the leased premises; provided,
however, Lessce shall not use potable water or water suitable for livestock or irrigation purposes for water flood operations without the prior written consent of Lessor. Subject to its obligation
to pay surface damages, Lessee shall have the right o use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing
the production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office
fee schedule which is effective on the date when the activity requiring the payment of surface damages occurs. .

& 15, POLLUTION: hdcﬂoﬁu&hmlmuﬁﬂmhliﬂﬂ&wdmndaﬂmnfqu&wmpwm.Wmﬁm&.umwﬁmdw
- wetlands, natural waterways, rivers and impounded water shall be prevented by the use of coatainment facilities sufficient to prevent spillage, seepage or ground water contamination. In the
wnlufpolhim.I.-udallnail-uullh:diqnulhmﬂewdhyﬁwbmuo&pﬂmnﬁhﬂhmdﬂefwwdmmhmdﬂmw.

(A) UPLANDS: Lessec shall build and maintain fences around its slush, sump, and drainage pits and tank batterics so as to protect livestock against loss, damage or injury; and upon
completion or abandoament of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon.

(B) SUBMERGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or support vessels, production platform, crew or supply boat,
barge, jack-up rig or other equipment located oa the leased arca. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made
non-biodegradable items. A sign must be displayed in a high traffic area oa all vessels and manned platforms stating, “Discharge of any solid waste or garbage into State Waters from vessels
or platforms is strictly prohibited and may subject a State of Texas lease to forfeiture.” Such statement shall be in lettering of at least 1" in size,

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

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

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from cach well on the premises covered by this lease, a legible sign on which
shall be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same
tank battery, whether by individual flow line connections direct to the tank or tanks or by use of a multiple header system, each line between cach well and such tank or header shall be legibly
identified af all times, cither by a firmly attached tag or plate or an identification properly painted o such line at a distance not to exceed three (3) feet from such tank or header connection.
Said signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lease,

17. ASSIGNMENTS: The lease may be transferred at any time. All transfers must reference the lease by the file number and must be recorded in the county where the area is located, and
the recorded transfer or a copy certified 1o by the County Clerk of the county where the transfer is recorded must be filed in the General Land Office within ninety (90) days of the execution
date, as provided by NR.C. Section 52.026, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date of receipt by the General Land Office of such
transfer or certified copy thereof. Every transferce shall succeed 10 all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee oc any prior
transferee of the lease, including any liabilities 1o the state for unpaid royalties.

18. RELEASES: Lessee may relcase the rights granted hereunder to the State at any time by recording the release in the county where this area is situated and filing the recorded release or
certified copy of same in the General Land Office within ninety (90) days after its execution sccompanied by the filing fee prescribed by the General Land Office rules in effect on the date of
receipt by the General Land Office of such release or certified copy thereof. Such release will not have the effect of releasing Lessee from any liability theretofore sccrued in favor of the State.

19. LIEN: hmmua.amsz.m.umwm-ﬁuu—mmwuummunmwtﬁmummdmm
royalty and other sums of moncy that may become due under this lease, By acceptance of this lease, Lessce grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any
other applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may sccrue to Lessee
from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the
production or processing of such leased minerals in order 1o secure the payment of all royalties or other amounts duc or 10 become due under this lease and to secure payment of any damages or
loss that Lessor may suffer by reason of Lessec's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or
without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessece agrees that the Commissioner may require Lessee to execute
and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessce hereby represents that there are no prior or superior liens arising from and
uﬁuwmwhmmwmw.mmamm.Mmmuqmwmmwk-«m
then the Commissioner may declare this lease forfeited as provided herein.

20. FORFEITURE: If Lessee shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an suthorized agent should knowingly make
any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations
adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the
General Land Office, the School Land Board, or the Railroad Commission, or refuse the proper authority scoess to the records pertaining to operations, or if Lessee or an authorized agent
should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall
knowingly violate any of the material provisions of this lease, or if this lease is nssigned and the xssignment is not filed in the General Land Office as required by law, the rights scquired under
this lease shall be subject 1o forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall
again be subject 1o lease to the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein thall be construed as waiving the sutomatic
termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the
rights of another intervene upon satisfactory evidence 1o the Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and
regulations that may be adopted relative hereto.
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21, RIVERBED TRACTS: In the event this kease covers & riverbed, Lessee ls bereby specifically granted the right of eminent domain and coodemnation s provided for in N.R.C,
Soctions $2.092-52.093, s a part of the considerstion moving 1o Lessor for the covensnts herein made by Lessee.

11. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissicoer of
e General Land Office governing drilling #nd producing operations on Permanent Free School Land specifically including any rules promulgated that relate to plans of operations, payment of
voyahtics, snd auditing procedures, and shiall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without!
Emiting the penenality of the foregoing, Lessee hereby agrees, by the acceptance of this kease, 10 be bound by and subject 1o afl statutory and regulatory provisions relating o the General Land!
Office’s audit billing sotict and udit hearings procedures. Said provisions are curreatly found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Soctiond 52,1354
and 52.137 throogh 52.140. Ta the event this kease covers land franchised of leased of otherwise used by 4 aavigstion district of by the Unlted States for the purpose of navigation or other
purpose tncident s the operation of a port, then Lessee shall not be entitfed o enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but!
Lessee shall be entitlod to develop sach Lend for ofl and gas by directional drilling; provided, hawever, that no surface drilling location may be pearer than 660 feet and special permission from,
&Cmmlsﬂmdofﬂieﬁmaﬂlmdmrcehwmn&:mamhmmmmanl.lmreumumeduughlmglaﬁmthembdkhudhneorfmmmcm
drodged bottom edge of sny channel, olip, or turning basin which has been suthorized by the United States as & federal project for future construction, whichever is nearer. by

13. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any eveat, be permitted to remove the casing or any part of the equipment from’
sy producing, dry, or abandoned well or wells without the written consent of the Commissioner of the General Land Office or his suthorized representative; nor shall Lessee, without the,
weritten couscat of said Commissioner or bis authorized representative remove from the leased premiscs the casing or any other equipment, material, machinery, appliznces of propesty owned ™,
hlmmduedbybeueemthedevdopmmlmdpmduchmcfoﬂormducﬁnmmnllﬂ&ynnhmdonedwellluvebeenpluggedmdmﬁllﬂdushurnfuumhwbeenpmpqu
fillad and all broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his suthorized representative. f:

L

24, FORCE MAJEURE: Should Lessoe be prevented from complying with any express or implied covenant of this fease, from conducting drilling operations thereon, or from producing
oll and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or sy order, rule o regulation of governmental authority, then while so' *
mwloﬂmhmplymﬂlllx:hwvenmtduﬂbemmMmmMmdewmehMCmmﬁmof&ch«ﬂlmeﬁwhWoﬁ
Lessoc’s contcation and Lesses shall not be liable for damages for failure to comply therewith (sxcept in the event of lease operations suspended 83 provided In the rules and regulations.”,
adopted by the School Land Board); andﬂﬂllnscdnllbemmdodwhﬂemdnkmsulnmhmlcd.bymyumbmse.ﬁumdnllmg,mwukingopalnonsorpmdudngoﬂlnd.’or
g2 from the feasod premises; provided, however, that nothing herein-shall be construed 1o suspend the payment of rentals during the primary of extended term, nor to abridge Lessce's fight to 2 -
mpmdoumdu'mylppllublumucoﬁhhsme s i

2%, LEASE SECURITY: lmmﬂmmhm&wdmmdmmn&guud:mmmdpmmimndmwﬂ:cﬂofoﬂ.mmdoﬂ:uhymmmf
from said lease. ‘This includes, but Is not limited to, the instalistion of afl necessary equipment, seals, locks, or other sppropriste protoctive devices on or at all acoess points st the lease’s .
production, gathering snd storege systems where theft of hydrocarbons can occur, Lessce shall be liable for the loss of any hydrocarbons resulting from theft xad ghall pay the State of Texas
moyalties thereon as provided herein on al! oil, gas or other hydrocarbons lost by reason of theft.

r
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26, REDUCTION OF PAYMENTS: I, dwring the primary term, & portion of the tand oovered by this lease is included within the boundarics of a pooled unit that has been approved by
e Schoot Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, st any time sfter the expirstion of the primary term or the extended term, this lease covers a
besser pumber of acres than the total amount described hereln, payments that are made oo a per acre basis bereunder ghall be reduced according o the sumber of acres pooled, released,
sarendcrod, or otherwise pevered, so that pryments determined oa a per scre basis wnder the terms of this lesse during the primary term shall be calculated based upon the number of acres
owtside the boundaries of a pooled wnit, or, if after the expiration of the primary term, the aumber of acres actually retained and covered by this lease.

17, SUCCESSORS AND ASSIGNS: The covenants, conditions and sgreements contxined herein shall extend to snd be binding upon the heirs, executors, administratons, successors or
masigns of Lessee berein.

28, ANTIQUITIES CODE: In the cvent that sy festure of ercheological or historical interest is encountered during the activitics mrtharized by this lease, Lessee will immodiately cease
sctivities and will immedistely motify the General Land Office sad the Texas Historical Commission 8o that adequate measures may be wadertaken to protect of recover such discoveries or
findings, af sppropriste. Lesses is expressty placed on motice of the National Historical Preservation Act of 1966 (PB-29-66, 80 Statute 915; 16 U.S.CA- 470). Lessoe shall comply with the
Astiquitics Code of Texas, Chapter 191, Natural Resources Code, 9 smended.

1%. VENUE; lmdkm.hﬂu&uim’ammduﬂmhebywuMmufanydimﬁﬁn;oﬂoflpmviﬂmofﬂmhuqmmwhpued,
regarding Interpeetstion of this lease, oc relating in any way 0 this lease or 10 applicabie case taw, statutes, or administrative rales, shall be in & court of competrut jurisdiction locsted in Travis
County, State of Texas.

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




DATE:

COMMISSIONER OF
OF THE STATE OF
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Legal
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Exec
STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF
BEFORE ME, the undersigned authority, on this day personally appeared
known to me to be the person whose name is subscribed to the foregoing instrument, as of

and acknowledged to me that he executed the same
humummwuumuuuuuumaﬂm
Given under my hand and seal of office this the day of ,19

Notary Public in and for '

STATE OF

(INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

Before me, the undersigned authority, o this day personally appeared

Mhuhh&m“mnﬁ“hhhﬂh‘d%nmummh
same for the purposes and consideration therein expressed.

Given under my hand and seal of office this the day of ,19

Notary Public in and for




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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Lease Form
Revised 10/97,
G- 1mav

Austin, Texas

OIL AND GAS LEASE
NO. M-99602

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

SW/4 & 52 OF NW/4 OF SECTION 3, BLOCK 52, PUBLIC SCHOOL LAND SURVEY, CULBERSON COUNTY, TEXAS, CONTAINING APPROXIMATELY 140.70 ACRES
AS SHOWN ON THE OFFICIAL MAP OF CULBERSON COUNTY ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

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

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

NOW, THEREFORE, I, Garry Mauro, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as "Lessor,” whose address is Austin, Texas, by virtue of
the authority vested in me and in consideration of the payment by the bereinafier designated Lessee, the sum of Six Thousand Twe Hundred Fifty Three and 39/100 Dollars, (56,253.39),
receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and herebry agreed to be paid, observed and performed by Lessee, do hereby demise,
grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and conditions, to-wit:

1. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all rights with respect to the surface and subsurface thereof for any and
all purposes except those granted and to the extent herein granted to Lessee, together with the rights of ingress and egress and use of said lands by Lessor and its mineral lessees, for purposes of
exploring for and producing the minerals which are not covered, or which may not be covered in the future, under the terms of this lease, but which may be located within the surface boundaries of
the leased area. All of the rights in and to the leased premises retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner that
neither shall unduly interfere with the operations of the other.

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

3, DELAY RENTALS: If no well be commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall i as to both parties unless the Lessee on or
beforg gaid date shall pay or tender to the Commissioner of the General Land Office of the State of Texas at Austin, Texas, the sum of One Dollar ($1.00), per acre, which shall operate as rental
the privilege of deferring the commencement of a well for twelve (12) months from said date. In like manner and upon like payments or tenders the commencement of a well may be

for like periods of the same number of months successively during the primary term hereof.

* ot PRODUCTION ROYALTIES: Subject to the provisioas for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees 1o pay
or gause to be paid to the Commissioner of the General Land Office in Austin, Texas, for the use and benefit of the State of Texas, during the term hereof:

*32S OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
h¥&&arbons recovered from oil or gas run through a separator or other equipment, as hercinafter provided, 1/5 part of the gross production or the market value thereof, at the option of the Lessor,
such valwe to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and gravity
1L A2 Bderal area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the sale

whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
t of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor.
seee
(i) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above,
from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/5 part of the groas
or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where
Mmdwhmmwhmuﬂpiduoﬂwdwhm.whmhmwoﬁdeddmmﬂm-ﬁmmmnh-hmlmlpsmdnﬁnlmmmﬁﬂml
any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and
for specific gravity according to test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.
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(€) PROCESSED GAS: Asnmyﬂtyouanyglsprocmedinlpmﬁncplmlmuhaplmlfwdaemvuyofgmﬂnea'od:ﬂli@dhydrowbou,ﬂpmohhemddnegm-md
the liquid hydrocarbons extracted or the market valuc thereof, at the option of the Lessor. All royalties due berein shall be based ca one hundred percent (100%) of the total plant production of
residue gas sitributable to gas produced from this lease, and on fifty percent (50%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid
bydrocarbons, attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or
affiliste) owns an interest, then the percentage applicable to Liquid hydrocarbons shalt be fifty percent (50%) or the highest percent accruing to & third party processing gas through such plant
under & processing sgreement negotiated at arms’ length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry),
whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be detecrmined by 1) the highest market price paid or offered for any gas (or liquid
hydrocarbons) of comparable quality in the general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid
bydrocarbons), whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been

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

(1) On the basis of the highest market price of each product, during the same month in which such product is produced, o
(2) On the basis of the average gross sale priceofnchpmdudformesmnemonthinwhichmchproducumprpduced;whichmiswchwm

(E) VARIABLE ROYALTY: (7) Subject to the other provisions of this leass, it is hereby provided that in the event production in paying quantities is established pursuant to the terms
of this lease and such production is brought ca line and salcs thereof are commenced within twenty-four (24) months of the effective date hereof, the royalty rate provided berein shall be
reduced to 18.75%, and shall apply o each subsequent well drilled and produced o the land covered by this lcase. Provided that, if during such twenty-four (24) month term during which
Lessec may earn & reduced royalty rate of 18.75% as herein provided, Lessee should drill in good faith and complete the first well as a dry bole oa the land covered by this lease, Lessea may
receive a three (3) month exteasion of the torm in which to eam a reduced royalty nate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an
additional well prior to the expiration of such three (3) month period and prosccuting diligently and {n good faith the drilling of such additional well and completing same $o that production in
paying quantitics iz established and o that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period.

(i) In the event production in paying quantities is established pursuant to the terms of this leass aud such production is brought on line and sales thereof are commenced afier the
expiration of twenty-four {24} months from the effective date hereof but prior to the expiration of forty-¢ight (48) months from the effoctive date hereof, the royalty rate provided herein shall be
reduced to 19.375% and shall apply to each subsequent well drillad and produced on the land covered by this lease, Provided that, if during such twenty-four (24) month term during which
Lessee may camn a reduced royalty rate of 19.375% as berein provided, Lessee should drill in good faith and complete the first well a3 2 dry hole on the land covered by this lease, Lessee may
teeeivelﬂ:mcﬁ)monthextcnsiononﬁetaminwhichmm|ruhmedroynltyntebygivingnou'cctoﬂxeCommissimu’of:he&nmllandOfﬁu,commencingdrﬂlingopaﬁonsmm
additional wel! prior to the expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additfonal well and completing same so that production in
payingquanﬁtiuismbﬁshedmdsothnwr.hprodueﬁouisbrwghlmlinemduleslheteot'mcommcncedpﬁotmdxuxpinﬁmot'mchtbree(:i)mouﬂ:mmsionpuiod.

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

(G) ROYALTY IN KIND: Notwithstanding anything coatained herein 1o the contrary, Lessor may, at its option, upoa not less than 60 days notice to Lessee, require at any time or from
time to time that payment of all or any royalties accruing to Lessor under this lease be made in kind without deduction foe the cost of producing, gathering, foring, scparating, treating,
dehydrating, compressing, processing, transporting and otherwise making the ofl, gas and other products produced hercunder teady for sale or use. Lessor's sight to take its royalty in kind
shall not diminish or negats Lessor's rights or Lesses's obligations, whether express or implied, under this lease.

() PLANT FUEL AND RECYCLED GAS: No royalty shall be paysble on any gas as may represcnt this lease's proportionate share of any fuel used 1o process gas produced
hereunder in any processing plant.  Notwithstanding anything contained herein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee
mrymcydcpsforgasliﬁpwposcsmthelﬂsedpruni.ml.ﬂe:ﬂ:eliquidhythwbomeonninedind:egnhvebemremovad,mdnomyalﬁu:haﬂbcpayab[conﬂ:epsmmydcdunﬂ
such time as the same may thereafter be produced and sold or used by Lesses in such manner a3 1o entitle Lessor to & royalty thereon under the royalty provisions of this lease.

(M) MINIMUM ROYALTY: Duringmyyurlﬁu’lhea:pinﬁmofthgptimmmoﬂhislnu.if&hlnseismﬁnminedbypoducﬁmﬂxemydﬁupaidmlmuinnowmmﬂ
belwlhmnnnnmmequnlmthetmlmnu.a.tde!ayrentalhadnpmvidod;odlerwise,ﬂmesha.llbedueandpay:bleonorbefot:lbehstdayofthemomhmweedingﬁemnivmydateof
this lease & sum equal to the total annual rental less the ameunt of royaltics paid during the preceding year.

(9) MARGINAL PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty mate sct out in this paragraph and/or the minimum
myﬂtyutoutinmbpmgnph!(I)tomdﬂlewunomicIi.feofmislasemdeueameWofoﬂwm“ﬂ@to&w&mﬁmvue&hymmﬂwwducﬁmmm
coaform to the requirements of any Schoo! Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum. '

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

Payment of royalty oa production of oil 2od gas shall be as provided in the rules set forth in the Texas Register, Rules currently provide that royalty on oil is due and must be received in the
General Land Office ou of before the $th dzy of the second month succeeding the moath of production, and royalty on gas is due and must be received in the General Land Office on Sgbpfpe®
the 15th day of the second moath succeeding the month of production, sccompanied by the affidavit of the owper, manager or other authorized agent, completed in the form and manner
prmm'bedbythcﬁenaﬂhndOﬁoemdMingthegmummtmddisposiﬁooohﬂoilmdg:.lpmducodmdﬂ:emﬂtﬂvﬂueofﬂieoﬂmdmwgﬂhuwithaoopyofmdnﬂ?m.é&.
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of smdbfit
pmdm:odandpmintnpipelinu.unks.otpoolsmdpslinunrp.!ncnge.mdmyo!huupomormdswﬁchtthmu:IhndOﬁioemtqulﬂ:emverifyd:emmmbn.
disposition and market value. In all cascs the authority of & mansger oc agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accogpsaied
by a check stub, schedule, summary oc other remittance sdvice showing by the assigned General Land Office lease number the smount of tuyalty being paid on each lease. If Lessee pafy his,
mydtywwbcfac&iny(m)daysaﬂumemydtyplymcntwuchm,theﬂlmmlpeuxltyofs%mlhemyﬂtyorm.w,whicbmisgrm. Amyaltypaymentwhidzilo!u‘lhmy
(30) days late shall accruc 8 penalty of 10% of the royalty due or $25.00 whichever is greater, In addition to a penalty, royaltics shall accrug interest at a rate of 12% per year; such interas wills
begin accruing when the royalty is sixty (60) days overdue. Afﬁd:nril.sandmppmingdocmnentswhichmmtﬁladwhmduelhallincurapcnaltyinmmotmtletbytheﬁcndalhlﬂl
Office adminictrative rule which is effective on the date when the affidavits or supporting documents were due, The Lessee shall bear all responsibility for paying or causing royaltics tosbe
paid as prescribed by the due date provided herein, Payment of the delinquency penalty shall in no wy operate to prohibit the State’s right of forfeiture as provided by law nor act to pasipene
the date oa which royalties were originally due, The above penalty provisions shall not apply in cases of title dispute as to the State’s portion of the royalty of 1o that portion of the rﬂm@'
dispute as to fair market value. : .

208000

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessce shall snnually fumish the Commissiouer of the General Land Office with its best possible estimate of oifand gt
reserves underlying this Jease or allocable to this lease #nd ghall furnish said Commissioner with copies of all contracts under which gas is s0ld or processed and all subsequent agreements and
smendments 1o such coatracts within thirty (30) days after entering into or making such contracts, agrecments of amendments, Such contracts and agreements when reccived by the General
Land Office shall be held in confidence by the General Land Office mless otherwise suthorized by Lessee. All other contracts and records pertaining to the production, transpostation, sale and
mnkeﬁngoftheoﬂmdpspmducedounidpmn.isa.inc!udingtheboo&:mdmmu,mdpumddischzgaofdlmﬂs.mks.pooh.mmmdpipclinushauulllﬁmubewbiﬂ*'ﬂ
inspection and examination by the Commissioner of the General Land Office, the Attoracy General, the Governor, or the representative of any of them.




« (B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before
spud date, workover, re-entry, temporary abandoament or plug and sbandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad
Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the
above-described premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit & true copy of the log of each
survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

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

7. RETAINED ACREAGE: Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has been completed on the leased
premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be reasonably necessary for the proper development of the leased
premises and in marketing the production thereon.

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-
in oil or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a
producing pooled unit pursuant to Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to & proration
unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. Within
90 days of a partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the
partial termination, Lessee shall have the right to obtain a surface lease for ingress and egress on and scross the terminated portion of the leased premises as may be reasonably necessary for the
continued operation of the portions of the lease remaining in force and effect. If Lessee fails o apply for a surface lease within the 90 day period specified above, Lessee may apply for a
surface lease from the Land Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further terminate as to all depths below
100 feet below the total depth drilled (hereinafter “deeper depths”) in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or
* extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease (as specified on page | hersof). If such amount is paid, this lease shall
be in foroe and effect as to such deeper depths, and said termination shall be delayed for an additional period of two (2) years and 5o long thereafter as oil or gas is produced in paying quantities
from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with the well located in the center
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, sccompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or
releases within ninety (90) days afier being requested to do 3o by the General Land Office, then the Commissioner st his sole discretion may designate by written instrument the acreage and/or
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and
such designation shall be binding upon Lessee for all purposes. If at any time afler the effective date of the partial termination provisions hereof, the applicable field rules are changed or the
well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not
thereafter allocated to said well or wells for production purposes.

8. OFFSET WELLS: If oil and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is
within ooe thousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall, within sixty (60) days after such initial production from
the draining well or the well located within one thousand (1,000) feet from the area covered by this lease begin in good faith and prosecute diligently the drilling of an offset well on the area
covered by this lease, and such offset well shall be drilled to such depth s may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller
shall use all means necessary in a good faith effort to make such offset well produce oil and/or gas in commercial quantities. Ounly upon the determination of the Commissioner and with his
written approval, may the payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this Paragraph.

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

.

H..iihAﬂON.DRﬂ.UNG.ANDIIWOWGI If, after the expiration of the primary term, production of oil or gas from the leased premises, after once obtained, should cease
from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full
force shd effect for s0 long as such operations coatinue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking
m—hhhpuhdc-doﬂwmhhuﬂmﬁhwhu-dcﬁuhnhluﬂwmhmmuhudpudnhm“niﬁ-umd

or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well
as & dry holg, the lease will not terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days afier the completion of the well as & dry hole, and this lease
deuum-mmmamhumhMMdhaMmmmmmMﬁry(ﬂ)m. Lessee
shall give written notice to the General Land Office within thirty (30) days of any cessation of production.
.

SMUT-IN ROYALTIES: For purposes of this paragraph, "well® means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
mflmhaﬂchuﬁdmdhwhnmdlmnmﬁ!mmhwwmhfmﬂdﬂﬂ.uwﬂlq:bhdmmumhm
quantities isgJocated on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas
% equal to double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. To be effective,
each -in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3)
60 days after Lessoe completes a drilling or reworking operation in sccordance with the lease provisions; whichever date is latest. If the shut-in oil or gas royalty is paid, the lcase shall be
considered 1o be a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the
moath in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of
oae (1) year by paying the same amount each year on or before the expiration of each shut-in year.
1. COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is delivered in paying quantities
from & well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any gase in-wii %Wmmum
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maintsin the lease by paying the shut-in ol or gas royalty shall cease, but the lease shall remain effective for the remaindet of the year for which the royalty has been paid. The Lesses may

maintsin the lease for four more puccessive years by Lesses paying compeusatory royalty st the royalty rate provided in the lcase of the market value of production from the well causing the ~

drainage or which is completed in the same producing reservoir and within one thousand (1,000) fect of the leased premises. The compensatory royalty is to be paid monthly to the
Commissiouer beginning on or before the last day of the moath following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same
producing reservoir and located within oae thousand {1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual ghut-in
oil or gas royalty, Lessce shall pey an amount equal to the difference within thirty (30) days from the end of the 12-month period; and nene of these provisions will relicve Lesses of the
obligatioa of reasonable development nor the cbligation to drill offset wells as provided in N.R.C. Section 52.034; however, st the determination of the Commissioner, and with the
Commissioner's written approval, the payment of compensatory toyalties shall satisfy the obligation to drill offset wells, Compensatory royalty payments which are not timely paid will accrue
penalty snd interest in accordance with Paragraph 5 of this [ease, .

13. EXTENSIONS: If, at the expirstion of the primary term of this fease, production of oil or gas has not been obtained oa the leased premises but drilling operations are being conducted
thereon in good faith and in & good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office written spplication to the
Commissioner of the General Land Office for a thirty (30) day extension of this Jease, sccompanied by payment of Three Thousand Dellars ($3,000,00) if this lease covers six hundred forty
{640) acres or less and Six Thousand Dotlars (56,000.00) if this tease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30)
day period from and afier the expiration of the primary term and £0 long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling
operations ar¢ being conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upou receipt of such
spplication and payment, the Commissioner shall, in writing, agzin extend this leass so that same shall remain in force for such additional thirty (30) day period and 50 long thereafter as oil or
gas is produced in paying quantities; provided, however, that this lease shall oot be extended for more than a total of three hundred ninety (390) days from and afler the expiration of the
primary term unless production in payiog quantities has been obtained. . '

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary foc operations hereunder and solely upon the leased premises; provided,
however, Lessee shall not use potable water or water suitable for livestock or irigation purposss for water flood operations without the prior written consent of Lessor. Subject to its obligation
to pay surface damages, Lesses shall heve the right 10 use 30 much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing
the production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land OfF
fee schedule which is effective on the dats when the activity requiring the payment of surface damagss occurs, . .

. 15. POLLUTION: In d;vcloping this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal
. wetlands, natural waterways, rivers and impounded water shall be preveated by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the
eveat of pollution, Lessee shall use all means at its disposal to tocapture all escaped hydrocarbons of other pollutant and shall be responsible for all daniage to public and privata propertics.

{A) UPLANDS: Lessee shall build and maiotain fences around its slush, ammp, and drainage pits and tank batteries 30 a5 to protect livestack against loss, damzge or injury; and upon
completion or shandonment of any well or wells, Lessee shall fill and leve! all slush pits and cellars and completely clean up the drilling site of all rubbish thereon.

{B) SUBMERGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or support vessels, production platform, trew or supply boat,
barge, jack-up rig or other equipment located on the teased area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-mads

i ¢ items. A sign must be displayod in & high traffic erea on all vesscls and manned platforms stating, "Discharge of sny solid wasts or garbage into State Waters from vessels
or platforms is strictly prohibited and may subject a State of Texas lease o forfeiture.” Such statement shall be in lettering of at least 1% in size.

(C) RIVERS: To the extent necessary to prevent poliution, the provisions found in subeactions (a) and (b) of this panp'aph shatl also apply to rivers and riverbeds.

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

16. IDENTIFICATION MARKERS: Lessce shall crect, at a distance not 10 exoeed twenty-five (25) foct from each well ou the premises covered by this lease,  legible sign on which
shail be stated the name of the operstor, the lease designation and the well number, Where two or more wells on the same lease or where wells on two or more leases are connected to the sime
tank battery, whether by Individual flow tine connections diroct to the tank or tanks or by use of a multiple header system, each line between cach well and such tank or header shall be legibly
identified at all times, either by o firmly sttached tag or plate or an identification properly painted on such line at a distance not 1o exceed three (3) feet from such tank or header connection.
Said signs, tags, plates or other identification markers shall be maintained in a Jegible condition throughout the term of this lease.

17. ASSIGNMENTS: The lease may be transferred at any time. All transfers must reference the lease by the file number and must be recorded in the county where the area is located, and
the recordad transfer or u copy certified to by the County Clerk of the county where the transfef is recorded must be filed in the General Land Office within nincty (90) dsys of the exccution
d:!a.uptmfidedhyN.R.GSedionSZ.O!G.manpmiedby&cﬁlingfeeprnm‘bodbydmﬁmﬂﬂlud(}ﬂicamluineﬂ'oclunthedatcofmciptbytheGmaalhnd(}ﬁceofsuch
transfer or certified copy thereof. Evuymsfueeshaﬂnwmdwaﬂﬁghulndbambjedtoullobligm‘ons.szﬂiﬁqmdpmdﬁuowedmﬂmSmbylheaiﬁmllmmormypﬁu
transferee of the lease, including any Liabilitics to the state for unpaid royalties.

8. RELFASES: Lessee muy release the rights granted hersunder to the State st any time by recording the release in the county where this area is situated and filing the recocded release or
mﬁﬁdmdmehMMLmeﬂiuwhﬁnninay(W)dmaﬂuiuexmﬁwwcompmiedby!hcﬁlingfeeprumhedhyﬂxGamﬂLmeﬂieemlaincﬂ‘eﬂonﬂwdﬂeof
receipt by the General Land Office of such release or certified copy thereof, Such release will not have the effect of releasing Lessee from any liability theretofors accrued in favor of the State,

e @

19. LIEN: In sccondsnce with N.R.C. Section $2.136, the State shall bave a first lica upoa all oft nd gas produced from the area covered by this Tease to secare payment of all enpaid®
royalty and other sums of mooey that may become due under this lease. Bywwphnceof&hlﬂse,lmeemuﬂzeSme.inaddiﬁonIodxelimpmvidedbyN.&C.SecﬁouSZ.lJquw
odxamﬁab!emay!icn,mmmnmdlimmmdmﬁwhmhnﬂlumdmmmhhmdmﬁm&emmdlprooeedswbichmymet‘lb{;‘
ﬁ'ombemcofnwhlusedminaﬂs.wahampmeeodsmhddbylmuby:ﬂxirdpmy.mdaﬂﬁxmuoumdimmwuto!helascdprunisuusedhoonnediouwith c
production or processing of such leased minerals in order to securs the payment of all royalties or other amounts due or to become dus under this lease and to secure payment of any or
loss that Letsor may suffer by reason of Lessee’s breach of any ¢ovenant or condition of this lease, whether express or implied. This lien and security interest may be forecloscdrwitipor
without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code, Lesses agrees that the Commissioner may require Lessee to cxeciiee
and record such instruments s may be reasonsbly necessary to acknowledge, attach oc perfect this lien. Lessee hereby represents that there are no prior or supcrior lens arising fom and
relxting to Lessee's activities upon the above-described property or from Lessec's acquisition of this lease. Should the Commissioner at any time determine that this representation is fetema ®
then the Commissioner may doclare this lease forfeited as provided herein. .

10, FORFEITURE: lﬂ.nsoelhlI.IfaIIormﬁuctomlkcd:cptymmtofmymm‘tﬁinﬂ:iﬂy(ﬁ)ﬁyllﬂahboeomudue.aiflmwmmthmimdmﬁaﬂdhowinq"_“.
mymxmamumpmmspmducﬁmordﬁmng.aifhﬁudullfailonefuemc&ﬂlmyoﬂ‘sﬁwvﬂwmﬂshmdﬁd:umquimdbthmd&enﬂumdrcguhﬁﬂ
.dopwdhymecommiuimuomesmaumdomu,uummmaud&nmmcmhmemamwmaaﬂmmplyﬁmnuumdnguumpmmulmwm
Genenl Land Office, the School Land Board, o the Railroad Commission, or refuss the proper authority acoess to the records pertaining 1o operations, or if Lessec or &n authorizsd spests
daouldhuowinglyfnilnrnfusem;iveoorrecttn.fomnionmﬂncpropermﬂmdty,uknowingiyfxﬂornﬁmwﬁnnishmeGmmlundQﬁuloumctlogof:nyweﬂ.oril‘[.ﬁseemn
hwhﬁyﬁdmmof&emﬂﬂwnﬁﬁmof&i&lmaﬁmmi.luﬁgnedmdthem:ignm:misnotﬁlcdin&eGenaﬂhndOfﬁccumquimdhth,lhcﬁgbumed“
this lease shall be subject to forfeiturs by the Commissioner, and be shall forfeit same when sufficiently informed of the facts which suthorize a focfciture, and when forfeited ﬂ:el!ﬂlhl_n
agin be subject to lease to the highest bidder, under the same regulations eodtrolling the original sale of leases. However, nothing herein shall be construed as waiving the sutomatic
termination of thix lease by operation of lew or by reason of sny special limitation arising hereunder. Forfeitures may be set aside and this leass and all rights thereunder reinstated before the
ﬁghuofmolhainmuponnﬁsfldoryevideucelodwCummim‘maofﬂmeaﬂLlndOﬂiuofﬁlturecomplimoawithﬂlcpnwi;imofﬂwhwmdofdilleasemdﬂmnﬂesltld
regulations that may be sdopted relative hereto.
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71. RIVERBED TRACTS: In the cvent this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in NR.C
Sections 52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee. '

12. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of
the General Land Office governing drilling and producing operations on Permanent Free School Land specifically including any rules promulgated that relate to plans of operations, payment of
mun&&umuwuwpﬁmmmwummmmumumaﬂmwmmmmamm. Without
Whm&ummwmhhwdhﬁ&nkhﬂhnﬂmﬁmuﬂmﬂwmlel.l:l.n.\oﬁeonu\lm
Office’s audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other
mhd&uhhmdlmmLm:h]laolbemﬁdedmmummchludwiw;ﬂwwwdumﬁdedmdsSxﬁmﬁl.ll?ufﬁeTe:uWu-co@.m
lmuhnllhmﬁthdtodﬂelopuhhndfuoﬂndpnhydhxdwﬂﬁﬂhﬁpmm.umnfmﬁmuhuﬁmmhmﬁnwﬂfwﬂwmmm
the Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest
Mﬂlbmd.cdnydmd,ﬂip.uuﬂn.bndnwmchhnbmwbyMUnihdSuu-afdaﬂpvjaﬁrummmcdon.whichwuhm.

13, REMOVAL OF EQUIPMENT: Upmlhetuminaﬁuoﬂhiul«nfwnym.lnludu.llno(.innymhmiudmmmhcuh;umypmof&cequ&pmmﬁm
WMM.uwmﬂw“mﬁwmmwmdmamdmmLndOﬁuahhMmmmmive;li Lessee, without the
written consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or property owned
byLnumdmdbyLmuhhkvdmmndpMmdoﬂummﬁmmﬁldi&yalbudoudwdhhwbunpluuedmdwdldlduhumﬁmpinmhmpwy
WMMM@GMMB&.MM.«MMMMW&mummhnﬂ:&cﬁmﬁmnnidmmiuionnuﬁlnmaiudwladw.

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling op ions thereon, or from producing
d-ﬂwghﬁnﬁ“mﬂhmdﬂﬁ.hymdw.mmmﬁu.mdﬁudamm.ndeungﬂmdmwm,ﬁen%w
pv\-lnd.lmn‘luhﬁ'ﬁmumplym’&-xhthwmm-ﬂmMMhmmdmwLndoﬁuhnppcnd
Lessee's contention and Lessee shall not be liable for damages for failure to comply therewith (except in the event of lease operations suspended as provided in the rules and regulations
mwumummmmmummm»m;.muhmmw-ymmmﬁmmﬁumwmmmﬁ
;umummwm.un:mmmum:owmmdmmumwmmmmwﬁmmm'-ﬁmm.

. _-wmﬂu-d:mupplinbhmdﬁhsm.

15 LEASE SECURITY: mmmhﬁmdeyudmndmmdew-ﬁmmﬂdmumm&dd&mﬂoﬁchﬁmm
from said lease. mlmuhmwwdumhmﬂdmdmmmMnbdmuohwﬁnpuﬂwwmmuulﬂmpdnunlhlm'n
production, gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of theft.

26. REDUCTION OF PAYMENTS: lf.&uinglhcplimlylan.nmofthullndeovuadbyﬁhlaaeilhdudedwiminnnbounduiuoflpooledmituhubmmvdby
MMMMHWMNMRm(.‘odes«ﬁmS!.l.’l-ﬂ.lﬂ.uit.uuyﬁmclﬂnh:wkﬁmddunimmma&nmn&dmﬁhhuml
lesser number of acres than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
MuMMnMWMulmeﬂMmdeMMMWdn.l]btulculﬂedhudupmlhmbudm
oﬁbhbomhi-dlpdduﬂgu.ﬂmuhuphﬁmdhmanhmbﬂufmmuyruainodlndwkudbythiulaun.

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

28. ANTIQUITIES CODE: uumumdeaWMhmmummwmmwwmwm
mdﬂwﬂyndﬂhmmoﬁaMhTﬂwmnhmmmhwhmmeMG
findings, as sppropriate. Lessee is expressly placed oa notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470). Lessee shall comply with the
Anﬁquiﬁ-CodudTmmiﬂ.NmmCodn,-m

19. VENUE: lm-dhnghdudagw:m-duﬁmww“whmMﬁﬂlmdamu{mmmWﬂhﬂiﬂL
WWJMMUMHmmmeMhWWW.MUWRMQMhhnmdwmpﬂthﬂthﬂm
County, State of Texas.

30. LEASE FILING: Puthnpthof&eTu.Bu.&Cnn.Codu.muhuemulbeﬂhdofmdhlbeoﬂioedmemty(]-kinnyoumwhidnllotuypmoflhc
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent to the General Land Office.

A CERTIFIED COPY
IF T BEARS THE SEAL OF THE COUNTY CLERK
g ATTEST: 22— & - %SS’

LINDA McDONALD, COUNTY CLERK
cuLse COUNTY, TEXAS

BY

DEPUTY




31. EXECUTION: This oil and gas leace must be signed and acknowledged by the Lesses before it is filed of record in the eounty records and in the General Land Office of the State of -
Texas.

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

"m% 7 7= 7

Dan”F, Colwell
Vice President - Land

DATE: September 25, 1998

IN TESTIMONY WHEREOF, witness the sigaature of the Commissioner of the General Land Office of the State of Texas under the seal of the General Land Office.

COMMISSIONER OF GENERAL LAND OFFICE
OF THE STATE OF

ROVED

ontents ¢L’
Legal
BC

SD
Exec

STATE OF TEXAS CE

(CORPORATION ACKNOWLEDGMENT)
COUNTY OF, MIDLAND

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

known to me o be the person whose name is subscribed to the foregoing instrument, as___ ¥ JCE PRESIDENT -~ LAND of TITAN RESOURCES 1, INC.,
Ceneral Partner of TITAN RESOURCES, L.P.

and acknowledged to me that he executed the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

Givena under my hand and seal of office this the 25th day of September

MARYLYN GIBBS
NOTARY PUBLIC
STATE OF TEXAS

PC

- &

e B

abed

e ® -

STATE OF (INDIVIDUAL ACKNOWLEDGMENT) ¢« o
»
COUNTY OF T
L ]

Before me, the undersigned authority, o this day personally appeared . R soee

anssse

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

LYYy

Given under my hand and seal of office this the day of , 19 . PP

: -
susess
- L]

Notary Public in and for




THE BTATE OF TEXAS H
COUNTY OF CULEERSON J L Linda Urina. Clerk of the County Court tn and

for smd County ang Biate, do bereby that the foregoing lo a troe '
o 42 YEvs ZZq;c dated ;— -

CorTec —

IB_é‘ZW PR Ny

filed fop record In my office m-_i.m,d _%i_
1 QX N ﬁn‘?‘zpmﬂi File No. =Y W be
recorded Iz the P25 g5 T Records of Culberson County,

Texas, L

TO CERTIFY ww, Wigness my hand and {ficia! Van Horn, this
f day of p}:“ ! 'n,]g ; o *

i é - LINDA URIAS, COUNTY CLERK
my  Deputy.  CULBEKSON COUNTY, TEXAS,






County / Parish State

Lease Number Book/Vol Page Entry

TX299-109-143-000-00 78 302 151194 CULBERSON TX

Lease Date 08/04/98

Lease Name: | State of Texas

L.egal Description

7

SW/4 & 5/2 of NW/4 of Section 34, Block 52, Public School Land Survey, Culberson County, Texas, containing approximately 240

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

99056379
PROSPECT TX299 - PARAGON INDIAN/ST/FED LSEH# M-99602
Account Number Amount

Payee (8)

State of Texas [ZK? 240.70

General Land Office
1700 N. Congress Avenue
Austin, TX 78701

’_man Kesourcds LP |2 (

RN *t’ Period Beg. 08/04/1999 DELAY RENTAL CHECK ¥ 100415
- LI
Please credit the proceeds

DO NOT RETURN our check, but

s
INSTRUCTIONS TO DEPOSITORY: You have been designated as depository for the above described payment
and advise us as soon as possible for further instructions

there to the parties named and in the amounts indicated Should any difficulty of any nature arise,
mak:(]udepusu to the credit of the party named in a special account
L

i 100415
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O




77
Check #101227 ‘/ﬁmo /\yejaurct’.s L P 32 /
State

Property Id / MMS Eff. Date Recording Information County/Parish
TX269-109-143-000-00 | 08/04/1998 | 11/21/98 BK 78 PG 302 ENTRY 51194 TEXAS Culberson
4 M-99602
Property Name / Lessor

Commissioner of the 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, containing approximately 240.7 acres as shown on the

Official Map of Culberson County on file in the Texas General Land Office, Austin, Texas
i g . .
XZ %[), 7@'-. 6_],L'b.1.

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the =
Comnwsener of the General Land Office Federal Tax Withheld
170 ble €engress Avenue 000
A”“'.’:f‘: 78701 Account Number
.. .o Total Bank Charges
.. a 0.00
Paymant o Period Payment Amount Bank Service Property Property
Due'Ralad (in months) Description Due Charges Sub-Type Sub-Id
08/04/2000 12 Delay Rental 240.70 0.00
E ' - LETR ]
1] | l 0.00] 0.00] |
/1] [ [ 0.00] 0.00] [
/1| | | 0.00] 0.00 | |
/1] | l 0.00 | 0.00] l

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us mmedlatelN 0 1 0 1 2 2 7
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Check # 102560

Property Id / MMS Eff. Date Recording Information State County/Parish
TX299-109-143-000-00 | 08/04/1998 | 11/21/98 BK 78 PG 302 ENTRY 51194 . o*° Texg®, ,° Culberson
M-99602 . e 88 ¢
. L . e .
b . see

Property Name / Lessor

Commissioner of the 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, containing approximately 240.7 acres as shown on the
Official Map of Culberson County on file in the Texas General Land Office, Austin, Texas

(Qlem—

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
Account Number
Rure sta)wes ¢ XaHO. 70 T Bk g
0.00
Payment Payment Amount Bank Service Property
Due Date (In months) Description Due Charges 5ub-1‘ypo Sub-Id
08/04/2001 12 DELAY RENTAL 240.70 0.00
I 0.00 | 0.00] [
/] 0.00 | 0.00 | |
/1] 0.00] 0.00] |
1] 0.00] 0.00] 0 049551

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immechatw 0 1 0 2 5 8 0
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Check #9901464

Property Id / MMS Eff. Date Recording Information  *es ,__ State _County/Parish
"TX299-109-143-000-00 | 08/04/1998 | 11/21/98 BK 78 PG 302 ENTRY 51194 N o0 Tadg o Culberson
M-99602 : gs el ¢
* ... :.-
Property Name / Lessor

Commissioner of the 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, containing approximately 240.7 acres as shown on the
Official Map of Culberson County on file in the Texas General Land Office, Austin, Texas

02042288

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
\ Account Number
1 /L Total Bank Charges
0.00
. Payment | Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/04/2002 12 ry DELAY RENTAL 240.70 0.00
/1] = s I 0.00] 0.00] ]
/1] el | 0.00] 0.00] [ =
U o
1 ‘ >
3 O 1 0.00] 0.00] | o
=) T ] 1__1 57 |
V. A
/1] [ [ 0.00| 0.00] | I\

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds theg)god'llpang
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. 4
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A -
WW%?Z%M%
Date Filed: 7/&17/]#

David Déw gmmissioner




