
Rentals: ~,S. 
Lea~e ks{) 
Adrn1n: 

Miner a~ 

Maps: ~ 

STATE LEASE MF099603 

CONTROL BASEFILE COUNTY 

04-4026 136582 - CULBERSON /055 

SURVEY 
BLOCK 
TOWNSHIP 
SECTION/TRACT: 
PART 
ACRES 
DEPTH LIMITS 

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

ROYALTY 
VAR ROYALTY 

PUBLIC SCHOOL LAND 
52 
00 
42 

320.00 
NO 

TITAN RESOURCES 
Aug 04 1998 
5 yrs 
8313.60 
1. 00 
0.20000000 

f 



CONTENTS OF FILE NO. M- 0~~60,l 

1. BID FORM 8-4-98 

2. OIL & GAS LEASE 8-4-98 

TRANSMITTAL LETTER 9-17-98 



APPL[ ANT 
A REEM •NT 

0.J 603 

A T 4, 1998 
MI • IlCO APPL[ T I 

Texas General Land Office ED - CA--040(8-93) 

I agree, if awarded a lease on the referenced tract, to comply with all tem1s 

and condit ions of said lease and with all applicable laws that so govern said 
lease, as those laws may be amcodcd 

TITAN RFSOUR ES, L.P. APPLI ANT Name .;....;.....;,;..;... _______ ~ 
ID •NTIFl ATI N 
TO APPEAR N Address .:....;.;;..;;;.;..;;.;~-------------------

500 W. Tl:.XA , SUITE 500 

LE A I (type/print) 

AREA 
0 ~ RIPTI 

•• • 

0 0 

•ll l O ... 
•••• BM 1: ION 

• • • • I 

.... 
• .... 

... . . . . .. 

M L.N 

7 

APPLJ ·A 11' 
T X I .D. fl 

F 

City MIDLAND Srate TX Zip 7970 1 
(Include~ Code) 

Telephone ( 915) 498-8600 

ulbcrson Public chool Land 
County(ies) ---- Survey/ Area -----

42 (If Al'flhcablc) 320 52 
BlodJTsp. __ _ Section/Tract ----- Acres ----

(If Applicable) 

Cash Uonus f ncloscd ~<S_..) ______ _ (l> pdprint amount bclo"') 

$8,313.60 

(0) Sales Fee Atwch_ed___.(c..S)'------- (typdprinl amount below) 

$124.i'O 
Thi Sa les Fee is I - 1/2°/. of the cash bonus ns provided in ection 32. 11 O of the 
Natura l Resources ode ns amended. 

APPL[ ANT (same as above) 
TIT A RF OURC£· , l P 

-
--P.:<-~ 

John f·. l odgc 

lJ AM LY 
Oo Not include sales fee) 

{_SJ 8,313 .60 -- --
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S!I us'tin , '01:exas - -·--

OlL AND GAS L!.ASE 
NO.M-"'°3 

Wl!EIU!AS, ponuaot to lbc TCOI Nlllnl R.csourocs Code~ Jl, ll, SI, md ChplO' Sl, Subcbl,pccn A,D md ll, (aid Code bcln1 bcrdna&r rdcm,d to u NJLC.). md IW>jc,c:t to all 
nilcs md ~suu,iiona promwplOd by the Ccmmissioncr o( Ibo GcDcnl 1..-1 Offico raJ/Ol Ibo Sdlool l..-1 8-d pw.- lbc:fflo, IDd all odlc,r oppliablc .-Utca llld emaMimcnu IO aid 
NJLC., Ibo ro11ow1o, ..., to-wic 

Nil o, ~ON 4:1, BLOCK 51, PUBLIC SCHOOL LAND SURV&Y, aJLBERSON COUNTY, TEXAS, COl'ITAINlNG APPROXIMAT£J.V 310 ACRES AS SHOWN O TilE 
omCIAL MAJ' OF CULBtRSON COUNTY ON Fl LE TN TI lE Tf.XAS GENERAL LAND OFFICE, A \JSTIN, TEXAS, 

-. atlcrbdna duJy ~ off'cn,d for lease 1111 the 4111 cl.yo( AllC'Qt, lffl, • 10:00 o'dock un~ by the c-m!IPODC't' otlbo GcDcnl Lllld OCllce o(tbo S- o<Tcus and the School 
l..-1 Dowd o(tbe StMc olTex11, for the IOlo IOd only purpoto ofprolll0Clio1 llld ~ (or, llld produd.n1 oil fllJIJ/or ps lhM may be fouod IOd producccl Crom lholbow dclc:nl>cd erca; and 

W(IEIU!AS, al\a- all bldt -S ~ wbld, -,, RIOCM>d up to Ald limo b,\,e bcm duJy ocmldcrod by tho Commbsioacr o{ tho GcDcnl Land Office IDd the School Land no.-d Ill a ~sui. 
..... tbcreo(la the OCDenl l..-1 Office. oa the 4111 cl.yo( AIICWt. tffl, licrdnatlcr Ibo "cffccdvo cllllo" and k - found and~ tbll TITAN RESOURCES, L.P. whole address Is 
500 W. Tl:XA.S, SUTTE 500, MIDLAND, TX 7'70 I bad otrcn,d Ibo hlpat md best bid for a lcalC oltbo - abow dc:lcri1>cd IOd Is, therefore, cntitlod to rooclvo a 1-~ 

NOW, TIIEREFORB, I. Gany Mall'O, C-miaioncr of lho GcDcnl Llod Offico of tho S- of T c::us, bc:reinalla eomcdmcs rcfcm,d to as "Lmor, • whole address Is A.usu.II, T c::us, by virtue of 
ti. millorily YCIIIICd In - and 1a ocmldcndoo o1 Ibo pmymmt by tho bc:reinalla 6cslptcd Less«, the 111111 o1 Elpc nomaac1 Titrte Hlllldrd 11alrtttla aac1 WlOO 0oa..,, csa,;n l.60). 
rc,capt o( wbld, Is bcl'cby adc:oowlcdpl aod o( Ibo ,oyaltlcs, -tJ, ,iipu1atlom aod conditlom oootalnod Md bcl'cby •crood to be paid. ob9crw,d lllld pcnormod by Lcsloc, do bcl'cby dcmuc, 
.,.-. '-o Md Id lllltO the above mentiooecl bi.ddcr lho c,r.clusiw ricbt to prmpca (or, produce and tab oil md/or pt &om iho aforesaid 11U upon lhc followina la'ms ud conditions. to-wit 

l. ll.ESZJlVATION: There Is bcl'cby excepted and racrvod to Lcaor die Ml UJO of the property covcrcd bcl'cby IDd all rist,11 wilh respect to the U'facc llld 111blwface tbacof for 111y and 
all purJ)(*I cxcqll lbolo &nl]ICd IOd IO tho CX'lcnt bcrdn p111tcd IO l.cs,cc, IOScthcr whh the risbu of ioarcsa llld earcsa md IDO ol llld llnds by LcSlor llld Its miocnl lcucca, '°' pwposcs o( 
cxplorina for llld produdoa lhc miDcnlJ which '"' DO( covered, Ol wtilc:b may DO( be covcn:,d in Ille f\Jture, l&ldc:r the - of Ibis lcuc, but wblcb may be locMcd withlll lho -r.oc boundaries of 
Ibo lc.oc:t ara. All o{Cbo rigba Ill llld to tho 1..-1 pran.ba rctalocd by Lcaor and all oltho rights In aod to tho IOMOCI pta11lsa pwilOd to l.-oo bcrcia ahall bo oxarcucd In lllc:b a IMDDCr cbM 
ocithc:r ,ball un<kily llllaf'c:rc wiih the opc:ratiOIIJ o(tbc othcr. 

l. TtllM: Subjoct to tho ocber provlslOOJ bc:rool. Ibis lcatuhall bo for a lfflll of five (5) y-. Crom tho ctrocdvo dallo bcn,o((bcrdn called "primary tcnn') and u loo1 lbcrcallcr u oil or pa 

1J produocd In ~I quaotitie1 &om Aid .-a. 

l. Ott.AV RUfT ALS: lf DO -U be cammcocod 1111 lho land bcrcby lcalCd oa or before tho Ill.Ill--,, cllllo ol du le-, Ibis 1-lhall t.cnnlnlllc u to both partic9 lllllca tho ~ 1111 or 
bdore aid dlte ,ball pmy ortcnda' 10 Ibo Commlmoncr oltho Ococral Lmd Offico ol lho Slalc olTCXM Ill A.usu.II, Tc:ra, tho 111111 of 0De Dollw (Sl.00). pU IICff.. wblcb &hall opcnlc III rattal 
l!ld _. ibo prtvllqo of clcfcrriq Ibo ~all ol a wdl for twcM (1 l) IIIODlhs Crom Ald d.alQ. In like IMIIOCI' aod upon llko psymcou or ICDdcrl tho commaiccmcnt of • wdl 1111)' be 
tiot1bor dcfoned for lib periods of ibo - number ot mondu -"'dy durina lho prlma,y lfflll bc:rool. 

4.. PRODUCTION ROY AL lllS: Subjoct to Ibo provislona for royalty rcducllom Id OI& Ill aibplraaJ1lpb (E) of this panpwpt 4, upon proclucdoo of oU ll'.Kllor ps. tho Lcs1ee a&r'OCS IO ~ 
or-to bo paid 10 tho C-mlwimnrollho Gci,enl Llod OITIOO ill A.usu.II, Tc:ra, (or Ibo U1C and bcodit o{the S-o/Tc::us, durina the t.crm baoot: 

(A) OlL: N a royal1Y 1111 oi.1, which IJ defined u lncludina all llydrocarbons produced iii a li"'1d form a1 tho moulh of tho wdl and also all condcnatc. cutlllalc, and ocher llquid 
b.ydoOC8ri,ou recovcrod Crom oil or pt ND d>rouab uqW"lllor or othcr cqulpl'llCllt, u ben:inat\cqx'OY!dcd, 115 J*1 of the poa proclucdoo or the marled value lhaoo(.111 the option of the Lcaor, 
aids VIIIIM to be ddcrm.iocd by 1) die hi~ posted price. plus premium. Ir ray, olfcn,d Ol pl!d '°' Ol'l oondc:nsate, clisilllalc., Ol Olher IJ~d byclroearboiu. rupoctivcl)', of i tin type ml gm.ii}' 
In die ~ IRa wbc:rc produced IDd wbcn nm, or l) tho blgbCll lllm'ut price dic:Ro( off'cn,d or paid In tho sencnl aru wbc:rc produced and wbal NII, or l) the poa prooocds of the Ale 
thc:rcof; wlucbcYcr I, tho ar-, Lcsscc 8IJ'OU tbM before my ps produocd Crom the land bcrcby lcucd b IDie!, u.scd or pr-,cd Ill a plant, it will be ND &ec of comt to Lcaor throuab 1111 

adcqw,te oil aod pt ,cparw, of convaidonal type or other cqulpmaic a& least u dlklaic to tho cod Iha all IJquld bydiocatbolu nocownbic Crom the ps by aic:h mca&11 will be R!COVCRld. Upon 
wrillal CIOlllCIII ol Lcs,ar, the~ thll ,uch pi be NII through ,uch a~ or other oqwpmCIII ma)' be wm\'Cd llJ)OD IUCh terllU and condition. U prcscnl>cd by Lcuor. 

(8) NON-<PROCl'.SSED CAS: N a royalty on any pt (lodudiq n...cd pt). .,..11icb IJ dcflllCid II all bydrocart,olu and psco11S 1UbctmcC1 DO( ddlncd u oil In 111bpanp'lpb (A) above. 
produced Crom 111y -11 1111 aid IIDd (except as provided bcrdn widl respect tops proca.d ill a plant for die Qlndloo or p.,olme, liquid bydooca.bcm or ocher proclucu) 115 pen or the grou 
proclucdoo or the -1ca vwc ~ • tho option of die Lcuor, lllc:b value to be bacd 1111 the hlpcst mn« price paid or olfcn,d (or pt ol CCJ1Di-al>lo quality In the JC11CR1 1Ra "ilc:rc 
produocd aod wtM:a nm, or tho poa price paid or olf ercd to the producer, wblchcYCr b pasa- provided Iha tho mu.Im um sx-e bese in tnealUrUII tho ps under tbb lcaM coatnct lhall DO( a1 

ray time c:xcccd I 4.£j poUDds per AQ111R loc:b at»olllle, and the Jlalldlld bese -~ llhall be sixty (60) devccs fahrcnbcit, com,cdoo 10 be made for prcaure aooordina to Boylc'1 Law, and 
for apc,ciC,c smiilY aooordina to 1a1 m8dc by the Balanc:o Mdhod or by the - appnMld mdhod of tatma bcloa UICd by tho lndualry III the time of tcatins. 



(q PROCESSED CAS: M • royalty oo any gas proc,asod In a gaJOlloc plant or oc.bcr plant for the recovery or psoline or other liquid bydrocatbocu, ~ part or the residue gas and 
lhe llquld hydrocarbons cxtrldCd or the awbt value thctcoC, M the optloo of the Lcuor. All royaltic, due bcn:in ahalJ be based oo ooe bundttd percent (100%) or the IOcaJ plant pn>duc:tloo or 
raiduc gas attributable to gas produced from thiJ lease, and oo fit\y percent (50%) or that pcrocsit aocruina to Lcsscc. wblchC"YCr iJ the greater, o( the IOcaJ plant pn>duc:tloo of Uquid 
~ attributable to the gas produced from thiJ lease; provided that lf liquid ~drocatbocu arc rccoVffCd from gas proc,asod In a plant ln wblcb Lcsscc (or its pll'CIII, subsidiary or 
alfilla&c) owu an lnterat, lhc:o the pc:rocata&c appl.lcable to liquid hydrocarbons ahalJ be filly pcrccnt (50%) or the highest pcrcau aocruina to a thlrd l*'1Y proc:eulng gas through such pl1t11 
.cier • proocalq -v-ncat CK,otialcd a1 wml lcogtb (or It then, Is DO IUdi third l*IY, the highest pc:rocat thco being specified in processing aar-,,ct1u or oootrac:CJ ln the industry) 
wblcbcvu Is the gl'Qler. The rcspocdve royaltic, oo iulduc gas and oo Uquld ~ ahall be dctcrmi.oed by I) the highest market price paid or offered for Illy gas (or liquid 
llJ mocarbon,) oC com~e quality lo the gcncnl area or 2) the grou price p&id or offered for such iuldue p.s (or thc weighted avcngc grou scllioa price for the rcspocdve grades of liquid 
Ii~). ,..ilJcbever Is the grcaler. lo DO CYCOI, bowcver, ahalJ the royaltic, payable IIOdcr thiJ peraanpb be lcu lhlll the royalties wblch would bave been duo had the gas ooc been 
proceAOd. 

(D) 0111£R PRODUCTS: M a royalty oo ca'boo black. sulphur or 1t1y olhcr pn>ducu produced or m1t1ufaccurcd from ps (exccpw,g liquid ~drocarbcxu) whether said gas be 
•c,ujngbced, • •c1ry• or any other p.s. by fnctiooating, burnioa or 111y other proccuioa, 1/5 part of grou productioo of such producu, or the marlct value thereof, at the optloo of Lessor, such 
maric:ct value to be ddermiDcd u follows: 

( I) On the buiJ of the hi &best m.-lcct price of each product. during the same mooth In wblch such product iJ produced. or 
('2) Oa the basis of the awnge grou ule price of each product for the same mooth In wbkb such pn>ducu we produced. whichever is the greater 

(E) V ARJAOLE ROY AL TY: (i) Subject to the oc.bcr provisions of thiJ lease, ic b bcrcby provided that ln the CYCOI productioo In peyioa quantities iJ Clllblisbcd pursuant to the tcmu 
ol lblJ lca,c and lllCb productioo b brou&hl oo line and &&lea tbcrcof arc commcoced with.In rweoty-four Cl•) mooths of lhe effective dale bcroof, lhe royalty "1c provided bercio aball be 
roclloood to II. 1S%, and ahall apply to each sut»oqucol wdJ drilled IIOd produced OD the land oova'Od by thiJ leaJC. Provided Iha(, It dwing IUCb rwco1y-four (U) moo.th 1.CnD durln& wblcb 
1-mcy..,. a red,,._j royalty nu ol ll.'1S% u bcrdn provided, Leacc abould drill In eood faicb and complete the fin! wdJ u a city bole oo the land oova'Od by th!J lease, Lessee may 
rocci¥e • ~ (3) month atauion of the tam in wbkb to emu • rcducod royaley ntc by sivlna aoticc to the Commluioocr of the Gcncral Land Office, oommeocina clrillina opcntiOOJ oo 1t1 
edditloaal wdl prior ID the cq,lratioo of 1UCb three (3) month paiod and prosccutinJ diligently and in eood faith the drilliq of IUCb additional well and complcuna wne ,o that pn>ductioo in 
peyioJ quaotitia b c:stablished md ,o that such produc:tloo b brought oo line and &&lea thcreo( arc oommc:nccd prior to the cq,lratioo of web three (3) mooth cxtcnsloa paiod. 

(u') la the C'Yall productioa lo peyioJ quantities ls c:stablished punmot to the tcrml of thiJ lcase and such productioo Is brougb1 oo line and ulca tbcrcof arc commenced after cbe 
expintloo ofrweoty-four(l4) months Crom the dl'cctive date hereof but prior to the cxplratloo of forty-dght (0) mooths Crom the dfocdve date bcroo(, lhc royalty "1c provided bcrcin aha1I be 
red,,._j to 1'.375% and ahalJ apply to cac:h sublequmt wdJ drilled and produced oo lhe laod oova'Od by thiJ lcuc. Provided Iha(, lf during sud, twcoty,(our ~) mooch tam durina wbldi 
Lcuee auy..,. a rcducod royal()' nu of 1'.375% as bcrcin provided, Lessee abou1d drill in eood faith and complete the fin! wdJ u a dry bole oo the land cova'ed by th!J lease, Lcsscc may 
R>Odve a three (3) mooch atauion ol the 1crm In w1llch to emu a rcducod royaley ntc by sivlna notice to the Commbsiooa of the Gcocnl Land Office, oommcnc:iog drilling opcntiOOJ oa 1t1 
eddidoa.al wdJ prior to the expiration ol such three (3) mooth period and pn)ICICUtlq diligently aod ln eood faith the clrillioa of IUCb addlllooal well and complctlng same 10 that productiOD ln 
pmyblg qu.aatitica b catlblisbcd md eo that such productioo ls brought oo line and &&lea thereof arc commenced prior to the a;,lrltloa of auc.h three (3) month CXICllSlon period. 

(F) NO DWUCTIO : Lcaoe acrcca Iha all royalties eocnaiq to Leuor under thiJ lease ahalJ be wilhout doducdGa for the co,c of produciq. trwnsporting. and o<bcrwisc aiak:ia.a the 
oil, p1 md other productJ produced bcrcundcr tacly for &&lo or u.sc.. 

(C) ROY AL TY CN KIND: Nolwi~ m ythb,1 cooWDcd bcrda to lhc cootrvy, Lcaor may, al lu optioD., upoo DOC lea than 60 da!ya ootice M> Lcace, rcqulrc a1 -,.y lime or from 

time lo dai. thal ~ o( all or IOI)' royalties accruina to Leaor under lblJ lcase be IIUldc In lcind without doduc:tlon for the °'* of procludng, pdiai,,L llorinc. ,q,entl,,g, ~ 
~ comprealo.g. proccaaiq. lnnlportul& md ocbcrwiJc aialda.a the oil, p.s and odlcr productJ produced bcmmdcr tacly for &ale or IISC. Lcucx'1 ri&ht to take its royaley ln lcind 
lhall llOt diml.n.lJb or DCP'C Lcaor'a riahts or Lc:uod1 obliptiom, wbctber cxprc:u or impllod. under th!J leaie. 

(II) PLANT FUtL AND RECYCLED CAS: No royalty mall be Pl)'8blc oa aay p.s IS auy reprcrall lblJ leuc'1 proponiOCllle &bare of my fuel used to procca p1 produced 
~ ill my prooc:aiq plant. NocwWuaadiq IQYlhhla CODtaincd bcrcin to tbc coatrwy, md IUbJcct to the C0111CD1 In writing of the Commwioocr or the Oaicnl Lmd Office, Lcuee 
-.q n,cydc pa for ps Ill\ pwpoaca OD the Lcuod prrmuca aft.cr the liquid b)cl,OQl1,ou COOl.lioed ln tbc ps have beca rcmowd, and DO royalties aball be ~coo tbc ps IO n,cydcd uotil 
mdl time IS the amc auy lbcrul\.cr be~ md eold or used by Leacc la sud, maoocr u to cntitlc Lcuor to a royalty~ under the royalty prov!s!OOJ oflhiJ lcuc. 

(I) MINIMUM ROY ALTY: Ourilla my ye.- aft.er lhc expiration ollbo primary lam o(th!J leuc, ltth!J lcase Is maintained by productloc, the royalties p&id to Leaor lo DO CYC01 ahall 
be lea 111111 an IIIIOlllll equal to the 10ta1 annual dd-,. rcow bcrcin provided; o<bcrwuc, Cbcte ahalJ be due and Pl)'8ble oa or before the last day of lhe moolh IUCCCCldin& the annl\o"Cl'UJ'y date of 
lb.ls lc.o a - equal to the IOtal lftllual real.II lea the llllOUIII of royalties p&id duriq the prcc:cdiq )'al". 

(J) MARCCNAL PRODUCTION ROYALTY: Upon Lcaoe'a wriuai applicatloc, the School Lmd Oo.-d may rcduec the royalty "1c act out in lhiJ .-.«nPh -Vor the mlnlmum 
royalty eet out lo au~ 4 (I) to CXlmd the economlo life of lb.ls lcuc llld CIIOOUl'll'O rcioovery ol oil or p.s tti. migh1 ocbcrwiJc rcmal.a IIIU'COOVa'ed. Any aicli royaley reducuoo mllSl 
-Corm to lhc roqulrcmCGU of IIIY Scbool 1.-d 8olr'd admlnucntlve nilca oo th!J ~ ll.oyalty mq DOI be reduced below lhc IIJll>lic:ablc llallltOr)' m.inlm um. 

5. ROY AL TY PA YM1'.XTS AND llUORTS; All royaltlca not takcn la lcind aball be p&id to tbc Commluwocr o( tbe Oaicnl Lmd Offioe al Atutin, Tc:x.u, la tbc followlq m-. 
~ o( roy-'tr 00 production of oiJ mid gas lb.all be U provided lo tbc nilea ad rOl1b ID lhc T CUI R.q!,lct. Rwca QIJ'T'CDlly provide lbal royalty Oii OU is d&,o mid ..... be received la the 

0-,,., l.llld Office OD or bdore lhe Stb cl,iy o( the ~ moadi IUCCCediq tbc month o( prodbctloo. and royaley oo pa b due md mUJt be received III lhc Oaicnl Lmd Office oo or bdorc 
-.e lSdi cl,iy ot Ille~ moo.di •icceedina tbc mooth of producdoo. ~ by Ille affidavit ol lhe owner, inanaacr or ocbcr autborimd aimt, complded lo tbc form and.._. 
pr.cribed by tbc Oaicnl Laod Office md llbowing lbe poa IIIIOUllt md dupolitioa ol all oil and gas produced and the aur'cd value of the oil llld ps. together with a copy of all doc:um~ 
rooorda or rq,oru ooofirmiDa the poa procb:doo. cliJpolitioo md a.bt value ladlMllng ps meter ,-finp. plpclioe rccdpta, pa line rccdpta llld other d,oclca or IIIClllormda o( IIIIOUllt 
produced md put Into plpdl,,ca, tmb, or pools md ps lioca or pa ~ md IIIY other rq,oru or rccorda wbldi the Oaicnl 1..-1 Office ~ mqulre to ~{y tbc poa producdon, 
~ md ~d val11e. Ill all - the IU1horiey o( a inanaacr or agcot to .a for the Lcssec bcrdn mllJl be filed ln the Oaicnl 1..-1 Office. Eadl royaley pll)'IIICIII lhalJ be IICCOIDJ*llcd 

by a dlloclc llllb, acbcdwc, IUIIUIUI')' or ocher rcmillaDCc advice lhowina by the us!ancd Gcocnl Lmd Office lease number the a111oun1 of royalty bcina paid oo c:adl leue. If Leucc peya hiJ 
royalty OD or bdorc thirty (30) day, al\a- the royal!)' P9)'111COI WU due, lhc:o Lessee owa I penal-I)' of 5" CID IM rvyal.l)' or SlJ.00, wblcbM:r ls pail•. A royal()' pll)'IIIClDI wblcb la over thirty 
(30) ct.ya 1111.o ahalJ acc:nic a pc:oalty or 10% of the royalty due or ru.oo wblcbever-b palcl'. lo eddllloo to a pc:oalty, royaltica aball eccrue lntcrcst at a '*C of 12% pcrycr, such lntcrcst will 
bcp 8CCIVlag wbc:o the royaley b 11.uy (60) day, OYa'due. Aflidavlu aod supportlQg documents whlcb are DOI filed when due lhall lncw a pc:oaley In 1111 1111ount Id by the CJcocnl Land 
Office idmbwcndve Nie whld, b dfccdve oo the dale wbca the al'fidavlu or aupportlna doc:umct1u wen due. The Lessee aball bc.r all tapOIUibUity for peyina or cawing royalties to be 
pMd ea pracn'bcd by tbc due clacc provided bcn:ia. ~Clll of the ddlnqucocy pc:oaley ahalJ In DO wcy opcrMe to probibit the SUic'• right of forfdtW'C u provided by law nor Kt to postpOOe 
lhe dlllc oo wblcb royalties wen originally due. The lbove pc:oall)' provisions ahalJ DOI apply In casea of lido dlJpUtc u to the Staid, portioo of the royaley or to that portioo of the royalty ln 
dillpu(e u to ca1r maruc val11e. 

'- (A) R£StJlVES, CONTRACTS AND 011lER RECORDS: Leucc llbalJ annv.ally flll'lli,h the Commbsiooa of the Oaicnl Land Office wilh Its bca1 po1111>le catim.se of oil and p.s 
,__ wwlcriylq lhl• lcase or allocable to this lcase and aball l\uuisb uld Conunlulooer wilh ooplca of all cootr¥U IIOdcr wblcb au b aold or proc,asod and all aubecquc:o.t agn,cmenu and 
w•'7n- to IOdi cootndJ within thirty ('30) day, alla- ailaUll late or maldaa aacb oootnCU, -v-neata or amendmcou. Such cootndJ and ..,.......enu wbcn rccdved by the Ocacnl 
1..md Office lhall be lield lo ooolldcoce by tbo Oaicnl Lmd Office mlcu ocbcrwiJc mutboriffll by t..a-. All ocbcr COOlnCU and records perU!nlq to tho producdoc, trmlpOrtlllon, &ale mid 
-bdaa oltbc oil llld gu produced oo ..id prcmiJCa, ladudina the boob and IOCOUllts, rccdpU and diJcbarsca of all wells, tmb, pooh. mctcn, aod pipelines lhall at all times be subject to 
lmpoc:doo llld cumioMloo by the Comml.uloocr of the Oaicnl Land Office, the Attomey Gcncral, the Oovanor, or the rqircsenllliYC of Ill)' of them. 
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(B} ORJ LU NC RECORDS: Wriuc:a ootioe ol all opcntloos oo tbls lcue ahall be submitted IO lbe Commlssioocc of the Oc:ocnl Laod Office by Lcsscc or opcntor llvc (S) days before 
lpUd dmc, won;:owr, l'O-Clllry, lcmporwy llbmdoomCllll or plug and lbeodoommt of any wclJ or wcJIJ. Suds written DOtlce IO tbe Oc:ocnl t..md omce &ball Ind~ copies o( ltailroad 
c-mialoe (omu for~ liO drill. Coples o( well tats, oompldioo rq>OfU md plugglAg rq>OfU &ball be supplied IO lhe Oc:ocnl 1..-1 OO"icc at tbe time they arc filed with lhc Texas 
IIWlroed Commiuloo. Lesscc &ball supply tbe OcocnJ Lmd Office witb 111y rcoords, mc:mcnoda, eocouua, rcporu. arttinp and oorca., or ocher Information relative IO the opcntloo o( the 
~ 'bed premises. wbidi mcy be roqucsted by tbc Oc:ncnl lAod omcc, in .clditJoo to d>olc bcrcla ciqwusly provided for. Lesscc &hall haw All clcctrical and/or radioectivity JWVC)' 

-.de oa die boro-bole ICdioa, &om lhc hue of ibc -<.cc casing to tbc total clqlch or-u, of all -US drilled oo the above clesc:ribcd prcmbcs llld &ball transmit a true copy of the log of each 

..vey oo C8di wcll lO tbc Ocncnl Land Office wflhl.o lll\cca (JS) days al\a Ibo makiag ol uld survey. 

(q Pt.NA L TI ES: Lessee ab.all Incur a penalty wbcocw:r reports. docwnmts or olher matcrlalJ arc not filed in the Ococnl Laod Office wbcn due. The penalty (or lale r.tlna &ball be Id 

11,y tbc Ocncnl Land Off1ee lldministnl.ivc rule wtilcb Is dJcc:dvc oo lhe date wbcn tbc mm:rialJ were due in tbc Oc:ncnl Land Office. 

7. R£TACNt:O ACR£AC£: No<wltluundlng 111y provision ol this leaJe to tbc coouwy, aftCf a -u producing or capable of pC'OdllCUII oil or ps bas bcco completed oo tbc leased 
prcmlsca, Lcsscc ab.all cxCfCiJc tbe diUccncc o( a rcuonably prudent operator in driltina IUCb .clditiooal well or wells as may be reasonably occcssary for the pn>pct" devdopmeot of tbc leased 
prcmi- and in marbling the productloo tbCl'COOI. 

(A) VERTICAL: lo thuYfflt tbls lease Is in force and dJCC( rwo (l) )'Clll'1 al\Cf tbc cxpintioo dale oltbc primary or cxtcodod tam ii ab.all lhca ICnl1lnatc as LO aU of tbc leased prcmlsca, 
EXCEPT (I) 40 .crcs surroundina each oU well c.pable o( produdna in payu1g quantities and 320 .crcs surrounding each p.s well capable of producing in payu11 quantities (lncludlna a shut­
• oU or pt wdJ as provided io l'lnlgnpb 11 bc:reof), or a well upoo which Lessee Is tbai cnpacd In coot.inuous drilling or rcworldna opcntlons, or (2) the number of Mftl Ind~ ill a 
producing pooled unit punumt LO Natural Rao\u'ocs Code Sec:tloos 52.1 S 1-Sl. lSJ, or (3) such grcata or lcs.sa- number of aau as may lhca be IIIOcatod for pC'Oductloo purposcs LO a proratiOD 

..It ror C8di IUCb produdllg well under tho rules and regulations of tho Railroed Commluloo of Texas, or any succcuor agency, or Olha goYa11111cntal authority bavina jwisdicc.iOD Within 
,o dio't o( a plf1ial l(:nDludoo ol chiJ lcuc ill ~ whh chiJ subpengnpb llld ui- pmymeot of the mlnlmum filing foe Id by Ococnl Land Office rules ill cffcct at tbc time of the 
,.u.i ~ i-••ll baYCI the rip '° obcaia a ~ lease for lngrca and ~vca oa and aaou lhc 1ermlnatcd poctloa of tbc leased prcm1- u may be --.hty _,. for the 
oomdmod opc:ndoo o( Ille ponjom ol tbc lc:uo rcmalalog la force aad dfCC(. If Lc:aoc Calls LO WY for • -<ace lc:uo within lhc 90 day period spccffied ahovc. Lcaoo m.ay WY for a 
..<aoo lc:uo &om tho Lmd Office. but the l..-1 Commlssioacr bas lhc ducmloo liO er- or dcay sudi appllcadoo and IO Id tbe foe for sudi -<- lcue. 

(B} IIOIU7..()Nl' AL: lo tbc ew:o.t this lcuc Is bi force and dJCC( two (l) )'C8l'I al\.cr tbc cxplratloo date of tbc primary or cx1cDdcd ICrm ii &hall flll1hcr tcrmln.atc as IO aU dqKhJ below 
100 fed bdow droo total clqlch drilled (bcrdnal\c:r "docpCI' dcpchJj in each wclJ located OD acreage rculncd ill Pwappb 7 (A) above. unlcu OD or before !WO (2) ycan al\.cr tbc primary or 

• a1CDdcd - Lc:aoc ~ m mDOUD1 equal 10 ooo,ulf{l/2) of the boou, onglnally paid U ooosidcratloo for duJ lcuc {as specified OD page I bcn,ol). If such emoual la J*d, duJ lcue ab.all 
be ID foroo aad cft°cd as to IUCb dcq,cr dqldu. and aald la'llllnatioo ahall be ddayod for • .clditiooal period ol rwo (l) )'CWl llld ao loo1 lhcrcal\.c:r u oU or ps Is produced bi p.y!na quantitiea 
6-om such dccpa- dcpchJ CCMRd by lblJ lease. 

(q COl!.NTI:lllCATION AND lllLINC: 1'bo 1Urf.cc aaeqe rcwood bcrcundcr u LO cecb well &ball, u-1,y u pnaical. be bi tbc form ol a square with lbe well localed bi lhe ocn1tr 

tllereoC, or mdl oCha" abapc as_.,. be ~ by the Sc:bool Land Board. Within thlny (30) days all.er pertia1 tcnniution.alch!J lcue as provided bad.a, Lcsscc dwJ cxec:w IIDd record a 
flkmc or r*-' QOIICallllna a AliJfaaofy lcpl dcscrlptioo of tbc aacacc .odlOC' dcpChs DOt rctamod bcmmder. Tho rooordcd rdcuo, or a catified copy of same, ab.aJI be filed lo the Ococnl 
lA9d Office. _.pMlied by lbc fillq foo pracn'bod by the Gcncnl Lmd Office rwca la dfCC( oo the date tbc rclcuo b filed. ({ Lcuoc r.u, or rdlua io cxcaitc aad rccord sudi rclcuo or 
..._ wldm IDlltY (90) ~ lifla' bc:ulg reqoaled 1o do ao by droo Gcncnl Land Office, chai tho Commlllloocr • hiJ aole ducmloo ..,. dcllgnatc by wrlu.cn lmtnmlcnt tho aacacc -.J/or 
..,.. 10 be rc&eued liocreuDdcr' md record IUCh lucNmeot It l.csloo's cxpcm1C ID tho OOUll(7 or ooantles where tbc lease la located aad bi tho offic:ial records al tbc Gc:acnl 1..-1 Office and 
.:ii dclip,ricw alll be biadiq !lpCm LClaoo (or 1111 purpoliCI. If • my time al\.cr tho c:!J"cc:uvc du of tbc pertia1 la1llinatioo pnMSiooJ bctoof; tho applkable field ndcl s-c c:halged or tbc 
wdl or -u. ioa,,,oei ~ s-c ~ ed ao lhlil lea acraae ls lbcraftcr" allocacd lo said wdl or -US for productloo purpo,cs. chiJ lease &ball ChCfcupoo tcrm1nat.c as 10 all aacacc oot 

tlicrcaftcir alloc:ud lo said wdl or wdls for proooc:doa purpofCS. 

1. OPPSET WELLS: If oil md/or ps llhould be prodi>Ood lo OOCOIIICf'dal qumtitica Crom a wdl locatcd oo land privately owocd or oo SUllc land lc:ucd at a lcacr royalty, wbkb wdJ Is ._OM.__ (1 ,000) CCll!l o(lhc- ladvdod llcrdn, or wblda wdl ls drllnlq tbc arca CCMRd by chiJ lc:uc, tbc 1..-cc sball, within~ (60) days al\.cr l!!Ch l!!itW. productloo from 
6e ..... well or Ille wdl b.-d wtda.la - tlioa-s (J ,000) CCll!l &om droo .-ca CCMRd by chiJ lcuo bcp In eood lallh aad .,.,,._. dillptly the ckil1ina o( • olIIClt wdl oa tbc area 
_.. 11,y 6ia '-e, aad mdl oftllet wdJ ..ii be ~ 10 1UCD clq)Cla as ~ be_,. lo pr-nm cbc md,,c chm.age oltbc .-ca CCMRd by chiJ lc:uc, md Ibo 1-. &lllap or driller 
..,. w • - _,. • • eood fill1b dfort lo mab mdl oft"M( wdl prodoce oU md/or pt la OOCOIIICf'dal qumlitia. Oaly ll!IOO the ~ of tbc Oxomin!onc:r aad with Ills 
wrillea ~ m,o, tlac ~ o( a oompmutory royalty ..&{y tho oblipdo. liO drill• otrld wdl or -n. required unda- thu Pwagniph. 

, . ORV DOl..£'C2SSATION OP PRODUCTION DURING PRIM.AJlV Tf..RM: I!. duriq tbc primary lt:nn bcn,of and prior IO di-,, and proclucdoo of oil or pa OD uid laod, 
1--.lei drill a 6rJ Mlle or IIOla e.a-, or If duriq thc pri.m.ary 1CnD baoo( oad allcr the di-,, aad aaua1 productioo of oil or pt Crom the lcucd prcmlJa sucb productioo tberoo( 

..W - 6- _.., -. dill i.. ..ii .at ICr'IIUII* I{ oa or bclcn tbc c:q,ntioo o( ~ (60) days Crom dale o( complcdoa al aid 6rJ Ide or ocmtlon al productioo Leuoo 
_._ addlooaal ~ or l'C'lll'Oltdilg opentioas e.a-, or ~ or lcllda1 die 11CX1 moual ddq l'CIIILII • tbc - ...- as provided In lblJ lcuo. I!. durina lbe lul ya, o< lbc 
pnaury - or wlCblD ~ (60) ~ prior fbcroto, a 6rJ liolo bo ccmpi.d oad abendoacd, or tbc productloo ol oil or pt abould ccac for my awe, Lcucc', righu s1w1 rem..aia In full force 
aad dfoel widM:ioll ~ opcndou -1 lbc cxplndoo o( tbc primary lenD; aad lfLClaoo bas IIOl l'CIUllled productioo In P9)'UII qumtitiea It lhc cq,lndoll of the pri.m.ary 11Cn11, Lcaoc..,. 
......... dill i.. by ~ adddblal ck11liq or rcwortiq opentiom punuaat to Pananpb I 0, aiq the cxpind.oo o< the primary 1a111 as Ibo dalc al oemdoo o( producdoo ~ 
........,.. 10. Slioald Ille finl wdl or my •il)eoqaml wdl ckilled oo Ibo al>cM cbc::n'bcd lmd be compldcd as a lhul-aa oil or ps wdl wlehlll the prim.my ICnD llc:rooC, Lc:aoo _.,. resume 
~ ol6e-' .....i la 6e w w • pnwidod lierda oo or bdcrc the rmra1 P9YUII dlte (ollowlq lhc cq,lndoll o( ~ (60) dio't &om the dale o< complc,doo o( Mill shut-aa oU 
• .. wdl -S llpCl9 tie flilhn lo am .:ti ..,..._, tu.. lcuc alll lpeo &I*> ICmlJmt.c.. If It Ibo aplndoa o( Ibo pri.m.ary ICnD or •Y lime lhc:rc8fta- • shut-aa oO or pt wd1 la lcclt.cd oo 
.. i....s sr-1-~ la")' be made .. ~ with lbe ... -al provblooa bcrooC. 

11. C1SSA TION, DIULUNC, AND R.ZWOIUONC: IC, aft« Ibo aplndoa o( Cbc pri.m.ary tcna, productioo o( oU or pa 6om the lca,c,d proll1bCI, after ooco obcablod, sbould ccafC 

._ -.,. -. -11 '- ..0 - ---- II t.- ...,._ additloul ~ « reworiaq opon,dooa wllhla ~ (60) dqt all«- mdl -ioa., oad tbll 1- llbalJ rem..aia la Cull 

.._ -i .tfecl b ao loq • .:ti Ol)Cnlliou coadae • good fal1b oad la -1aDmlib .-wlfhoul mla'nll)doos totallq more Ihm ~ (60) dio't.. If IUCh «ill.iQI or l'CWOl'daa 

.....-- ,...... • lie prodDc:dom o( oil or ps.. Ille lcuc ..it rmua In lwl force oad dfcct Cor ao loq as oil or pa Is producod &om the lca,c,d prcmbca ill P9YUII qllllltidea or ~ ol 

.,.,. oil or pa wdl lO)"altia or~ o(-pmmcry royaltia la made u provided 1,c,rcia « aa provided by law. If the ~ or l'CWOl'daa opcndoo.a l'CIIWI bi thc oomplctioa al a wdl 
• a 6rJ We. 6e 1-will !IOI llnUll8IID If thc 1-comrneocn .cldidooal «ill.iQI or l'CWOl'daa opcndoo.a wlthba ~ (60) days al\« thc compldiaa o( the wclJ as a 6rJ bclc., oad lblJ 1cue 
..a .._.. la .trec:t ao loq • 1-comlmlCI ckillln.a or l'CWOl'daa opc:ndom la eood lallb aad la a won:m.an1ib IUIIIICI' wlihcul lntcnuptioos 10ta1Jo.a more !baa ~ (60) &o'I· Lcssoo 
..it gfw wrtt. IIOlicc lo thc Omtnl Lllld Office wlthba diley (30) dio't ol sq ocmtlon o( pn,ducdoo. 

l L SJI\Tr-tN llOV AL TIES! For purpoeea ol tbll iwaanc>h, 0 -U" --.. WJY -U that bas bcal usls-1 • well a.umber by the ltldo ageoey having jurudldloo over the productloo o( oil 
aad pa.. If• _.., time lifla' .. aplndoa o( die primary ICnD o( a leac Chi(, ..n bdq •• IQ, was bdq malnteincd lo force oad c:!J"oc:t. a wdl ~e o( produc:lq oil or ps In P9)'UII 
..-,tltlca la ioa,,,oei oo thc leaed pna1-, but oil or pt la - bdq produ,ood for lack o< mltablc producdoe Cacililla or lack ol a mltablc IIUIU(, thal i.-~ i,.y as a shat-lo oil or ps 
royalty • mDOUIII equal lo doable Ibo -.i rmtal provided ID the lc:ue, but aot leu !baa S 1,200 a ya, Cor each -U capable al produc:lq oil or pt In P9YUII quantities.. To be dfoc:ti~ 
Cd mid.II • • oil or pt royalty •• be .,.id oo or bdore: (I) the c:q,ntioo ol lhc pri.m.ary term, (2) 60 dio't al\« lhc Lcssoo OC11C1 to prodllcc oil or ps Crom tbc lca,c,d prcmua. or (3) 
60 dio't r4'ltor 1-complet.ea a .ullq or rewor1dq opc:ndoo In ~ wilh tbc lcuo prowlou; ...tuc:bewr- du la laca. If lbc abut-lo oil or pt royalty la peld. tbc lcuo ob.a!I be 
__..... lo be • ~ '-ad Ibo ~ -..ii cx1md thc - ol droo lc:uo for • period oe-ya, &om Ibo cod ol the pri.m.ary knD. or &om Ibo lint d-,, o( lbc IDOlllb (clJowlna the 
__. la ~ produdioo ccaed, ad, afta' lblt, I( ao lllltablc productloo Cacilldca or lllltablc mwlc.d for thc oil oc pt cxlltl.. Lcuee ~ cxlald the 1c:uc for (our more IOCCCU!vc period, ol 
- (1) ya, by ~ tho - mDOUIII C*:11 yem- oa or bcfcn the cxplndoo ol C8di lhut-lo ya,. 

ll. COMl't:NSA TORY ROY AL TIES: IC, duri.og tho pcnod Che lcaJC la kq,t in dfCC( by psymoot o( lbc abut-lo oil or ps royalty, oU or pa ll tOld llld dcUYU'od lo p.y!na quantities 
fi'CD • wdl toc.lcid within ooe thoaaDd (1,000) fee( o( ibe leuod pran!Ja llld CIOllll)ldcd la the umo produda.1 rac:rvolr. or in my ease In wblc:b dnlnap ll occ:urri.na. the rfcht LO cootinuc IO 
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..-i. die lease by ~ chc "'"'-in oil or ps royalty ahalJ cease, bill chc lease ,hall remain clfcctivc for the remainder of tbc year for wblcb tbc royalty hu bcco paid. Toe Lalce may 
aal-i. die lease for (ow more IUCCCUivc yean by Lcucc payina oompcnw.ory royalc;y at the royalty rate provided lo tbc lease of the matlcct valllC of productloo from tbc well e&usu1& the 
.......,_ or wblcb b completed ill the ume producing l"CSCl'IIOCt and witbl.a one thousand (1,000) feet of the leased premlaea.. The oompcnsatory royalty is 10 be paid monthly I.O the 
CAimmi.aloncr beginnini oo or before the last day o( lhc mooth (ollowin& the month ui wbicb the oil or gu b produced from the well causing the dn.inagc or that b completed In the ume 
produciq reservoir 111<1 located witbl.a ooc tbowaod ( 1,000) feet of the leased prc:muca; if the compcnw.ory royalty paid in any 12-mooth period b In .,. amount lcu than the &IUlllal ahut·ln 
oil or ps royall)', Lcsscc ahalJ ~ 111 amowit oqllal I.O the di!l'cra,cc witbl.a lhlny (30) days from the end of the 12-mooth period; and aooe of these provisions will relieve Lcsscc of the 
obllpdon o( rcuooable ~lopmcot nor the obliplioo to drill offset wcllJ u provided In N.R.C. Sec:tloo Sl.O~; however, at the clccenninadoo of the Commiuloocr, and with the 
Commissioocr'• writtco approval, the payment of compcnsatory royalties &hall utisfy the obllgadoo to drill offset wells. Compcnsa1ory royalty payments which 1re not timely paid will accrue 
pcnalc;y IDd interest in~ with ITagrapb S o(tbiJ lease. 

ll. £XTENS10NS: If, a1 tbc cxplmioo of the primary lCnD of tbiJ lease, prodllctloo of oil or gas bu not boco ob(ained oo the leased premises but drilling operations arc being conducted 
cbcr'coo la good faith and la a good and worlananJilce manner, Lcssoc may, oo or before the c:xpiBdoo of the primary term, Lile in the Gc:ocral Land Office writtco appllcatioo to the 
C,ocnmissloocr of the Gc:ocnJ Land Office for a lhlny (30) day atcn.sioo o(tbiJ lease, 1CCOC11panied by paymcot of Three Tbollsand Oollat1 (SJ,000.00) iftbiJ lease coven dx hundred (orc;y 

(640) acres or k:u and Six Tbou.saod Doll..-. ($6,000.00) If this lease coven more than ax hundred forty (640) acres and the Commluioocr &hall, lo writing. cxtcod tbiJ lease fo, a lhlny (30) 
day period from and aJ\ct the c:xpiBdoo of the primary 1crm and so loog thcrcal\a' as oil or ps iJ produced in paying quantities: provided funhCI', that Lessee may , ao tooa u ,ucb drilling 
opcrll.ions arc beina cmchlcted make like appllcatioo and paymcot dwing any lhlny (30) day cxtcoded period fo, an additional extcnsioo of lhlny (30) daya and, upoo reoclp( of such 
l!Wli<Xioo and paymcot, the Commis.sloocr aball, In writina, again cxtcnd this lease 10 that wne &hall remain in force for such additional thlny (30) day period and 10 loog th.crcaftcr as oil or 
ps is prowcc,d In paying quantities; provided, bowcwr, that this lease ahall oot be extended for more than a total of three hundred ninety (390) days from and after the explndoo o( the 
primwy tcnn unlesa productloo la paying quantities hu bcco obwood. 

14. USE OF WATER; SURFACE: Lcucc &hall have the right to UJC water produced on said land oeccuary for operation, hereunder and 10lcly upoo I.he leucd prcmlaea; provided, 
i.o---, Lcsscc aball DOI UJC pocable water or water sullable for livutoclt or irrigation pwposes for water Oood operations witbo\11 lhc prior writtco comcnt of Lc:ssor. Subject to ita obligation 
IO .,.y ..faoc damaccs, Lcucc ah.all b.avc the riaht to UJC IO mucb of die IUl'facc o( the land that may be reasonably ncccssa,y for drilling and operating wcllJ and transportioc and marketing 
lbe productloo therefrom, aucb usc to be cooduc:tcd under conditions o{leas1 Ul)uiy to the awfacc of the land. Lcsscc &hall pay awface dama.gcs In an amount act by the Gc:ocnJ Land Office 
rec tcb.cdwe wblch is cfl'cctivc on the date whc:n the Ktivity rcqwring the payment of swfacc damages occur&. 

15. POLLUl10N: In ~loping this area, Lcucc ahall UJC the highest degree of care and all proper weguards I.O prevent pollutioo. Without limiting the foregoing. pollutioo of coastal 
~ natunl watcrwllya, riYCn and Impounded water &hall be prcvaucd by the usc of coatainmenJ facilities sufficient to prcvcot ll)illage, ,ccpaae or ground water coot.aminatioo. In the 
CYCIII ol polllltioo, Lcucc ahalJ UJC all means Ill its dlspc>Al to n,ceptUrc all cscapod hydroc:arooo.J or odlcr pollutant and ahalJ be responsible for all damage to publio and priva1e properties. 

(A) UPLANDS: Lc:sscc &hall bwld and maintain fCIIOCI around ita dush, au.mp, and dnlnage pita and tank batteries ao u to protect livestock against lou, damage or Ul)wy; and upoo 
OOlllplcti<lo or lbandoomcot of eoy wdl or wells, Lcucc &hall ftll and kvcl all du.lb pits and ccllat1 and complecdy clean up the drilling site of all rubbish thereon. 

(B) SUBMERGED LANDS: No diJdw,ge of aolid W1.Sle or~ ahall be allowed into S1a1c W1licn from any drillina or aupport vcssclJ, productloo platform, crew or supply boat, 
berJc, J.clc11> rig or ocher' oqwpmcot located oa tho leased area. Solid waste ahalJ lndudc bill ahalJ DOI be limited to cootaln(n, cqwpmcot, rubbish, plastlo, gws, and 111y odlcr man-made 
~e items. A algn mllll be diaplaycd In a bJgb tnffio wea oo all vasclJ and IIWlJICd pbtform, mtln&, "Dudlargc of any aolid waste or prbqc Into Slalc Watcn from vcssclJ 
or pbd'orma is anictly prohibited md may aubjcc;t a State of Tew kue to forfeltW'c." Such aatcmcoi &hall be in lcttcrina of a1 leas1 I" In the. 

(C) RIVERS: To the extco1 occcua,y to prevent pollutioo. the provisiooJ found In aubacctlons (•) and (b) ofthls paragtaph &hall alJo apply to nYa$ and rivcrbods. 

(D) PENAL TV: Failure to com.ply with the rcquircmcots of this provlsloo may rcswt in chc maximum pcoalc;y allowed by bw lndudina forfeiture of the lease. Lcsscc ahalJ be liable Co, 
lbe dlmap cawed by aucb failure llld my costs and cxpaixs incurred in cleanina areas a.lTcctcd by the diJc:haraed waste. 

l'- IDEN11FICA TION MA.RKE.RS! Lc:&scc rba11 crcct, at a diJuocc DOI to c:xcccd twccly.fivc (2S) fcc:t from c:ach wdl oo the prcmiJes coYU'Cld by tbls lease, a legible algn oo which 
..a bo llllted lbe UDC ollbcopcnjar, Che 1cuc dcsi&Mtioo llld the wdl lllllllbcr. Where two or more wd1J on the ume lcuc orwbcrc wd1J oo two or more lcucs ll'C COllllcdcd to fbc ume 
tmlc blaa'y, wbcithel' by Individual flow line cooncctlons direct to the tank or l8llb or by uc of • multiple bcadcl' &}'llall. c:ach line bctwcco c:ach wdl and aucb tank or bcadcl' ahall be lcgfbly 
ldcati6od • all time:a, cltbcc by • firmly lllUd>cd tag or plate or .a idcod.fi<Xion properly pain.led on aucb Unc • a dlstaocc DOI to cxcccd tbrw (3) fccc from such tanlc or bcadcr cooncctloo. 
Seid l(pa.. tip, platca or othcr ldcotification maiiccn ahalJ be maintaulcd In a lepble coodidoo lhrougbout the lCnD of tbls lease. 

17. ASSIGNMENTS: Tbe lcuc may be lnllllfcrred • srry time. All tnmafcn mu.at rdcrcooe the lcuc by the ftle number and mu be rccordcd In the oounc;y wbcrc the arc.a b located, and 
-.C reoordod tnaJfcr or a copy certified to by the Counl)' Oat: o( the councy v,bcrc the tnaJfcr is recorded mllll be filed In the Gcncral Land Offioc within ninety (90) days of the e:xecutloo 
-, • provided by NJLC. Soc:tioo Sl.026, eccompmled by the fillng fee pracribcd by the Gcncral Land Offioe rule:& In effect oo lhc date o( rccdpt by the OcncnJ Land Office o( such 
lrmlCcr or certified copy tbereol. £-,, tnmsfcrcc lhalJ IUOCCCd to all rigbts IDd be aubjcct to all obliptioo.&, Uabilitie:a, and pcnaltic:s owed to the Slal.c by the original lcuee or eey prior 
lrmlCcroc o( the lcue, lododlq lllY liabWties to the It.lie for ,mpald royaltica. 

II. UL.EASES: 1..-may rclcuc the riplS pw,led bcrclmdcr to the Saie at aey time by rcool'dillg the release la the COWi\)' wbcrc tbia arc.a IJ slnwed and fillilg the rccordcd rdeasc or 
ostifiod copy ol lMllC in fbc Ocncnl Land Offioc witbl.a a.lncty (90) days after itJ cxccutloo accompenled by tbc fillna fee prcacnocd by the General Land Offioc rule:& la dfect oo the dale of 
receipt by lbe Ocncnl Lllld Olfioc al aiCh rdeue or certified copy tberco{. Such release will DOC have fbc dica of rdcasiq Leacc from lllY lublllty fhcmo(ore accnacd In mu-of fbc Stilt. 

U . UE.N: la accordmoc with NJLC. Scctloo 52.136, the Stu rball have a lint lica upon all oil and ps produoed from the .u coYU'Cld by lhla lcue to accurc ~Clli o( all ..,,.id 
~ md oCba - al-,, that may ~ due uodcr lhia lcuc.. By ~ of lhla lcue, Leacc snntJ the Siatc, in additioo to the lica provided by N.R.C. Sec:tloo Sl. 136 llld my 
oCba -.,plbble ltllUlol)' lic:o, • aprca OOlllr'ICtll&1 lico on llld accurlty lnterc:&t In all lcucd mioen1J lo llld c:xtnacd from Che lcucd praniacs, all prooccds wtikh may 90CNC to Leacc 
6ua -.C u1c ol IUC:b lealCd m.l.ocralJ, wbcdl« &UCh prooccds arc bdd by Lcacc or by a lhird !*'>', IDd all fixture:& on llld lalprovancuts to the leued prcmiac:& IIICd la conncctioa wieh lhc 
prodildioa or proocaing ol IUC:b lcuod mJoenlJ la order to accurc the ~cnt ol all royaltlca or other m1oun11 due or to bcoomc due under thlJ lcuc and to accurc .,.ymcm ol srry damqa or 
1oa M Leaor may aulfcr by reuoo ol Leucc'1 bRacb of my covcnaot or coodltioo o{ tbla lcue, wbc:dicr exprcu or bnplled. TblJ lico IDd acc:vrity interest may be forcclOICII with or 
wldio.t oourt procccdinp In tbc manner providcd in the Tide I, Olaplcr 9 ol the Tc:x.u Dllli.oesa and Commcroc Clodc. Lcacc "ll'Cc:& that the Commlssloocr may roqwrc Lcacc IO c:x:ccute 
-S ~ IUC:b bucnancau u may be reuooably ---,, to ldcnowlqe, att.acb or pcnccc lhla lico. Leucc hereby rq:,<elcaU that then, arc no prior or IUl)Crior liew aruln& &om •d 
nudag ID Lcacc'a Ktivitic:s upon the abovo-dc:&aibcd propcrtr or from 1-'a acquiaitloo ol this lease. Should the CommJssloacr al any time dctcrm.lnc that thlJ rqn,cntatioo lJ DOI true, 
tbca die Comm.Jssloocr may dcclarc tbJa lease forfeited u provided bcrcin. 

10.. FORJIErnJRE: If Lcacc lhall Call or rduac to malcc the ~' ol srry awn witbl.a lhlr\)' (30) days after It become:& due, or if Lcsscc or 111 auChoriz.cd agait lhould knowin&lY make 
m:, &la l'ellllll or Ca1ac rq>ort COIICCnWII producdoo or drillinL or if Leacc lhall fail or rd'illc to drill any omct wdJ or wdlJ In good faith u required by law IDd lhc rule:& and regubdons 
~ by the Commwioocr ol lhc Gcncral Land Offioc, or if Lcuec llbould Call to me rq>otU In the manocr required by law or Call to comply wieh rule:& and rcculltiooa promulptcd by the 
Omcnl Land Office, tbc Sdiool L.-1 Doerd. or lhc R.allto,,d Commissioo. or rcfillc the proper autboril)' accesa to the rccordJ petl.linlng to openticxu, or If Lcacc or 111 au:tbor!fflt agcot 
eo.ld la,owlqly fail or rd'UJc to slvc correct laformatioo to lbc proper autboril)', or lo>owin&IY fail or rd'UJc to fumlab the Gcncral Land Office a oorrcct log of say wdl, or If Leucc &ball 
~ Y viwtc Ill)' ol tbc malt!rial provWoru of this lease, or If tbJa lcuc b asdlJIC(I IDd the asd1J1111ent b DOC filed In tbc Gcncral Land Office u required by law, the rigbu ec.qu1rcd uoder 
du.a lcmc m.all be aabjcct ID forfeiture by lhc CommlJsloocr, IDd Ile ~ forfeit ume wben ad!k:lcotly Informed o{ the Cacu which authorize a forfeiture, and wben forfeited Che ll'C& lb.all 
lpia be aubjcd to 1c&,c ID Cbc bl~ bidder, under the ume rcculltions cootrollln, the ori&inal &ale oC leases. llowcvcr, nothlllg bcrdo ahalJ be conatnled u walvlna lhc IUlomalic 
la:miudoo o( dllJ lcuc by opention o< law Of by rcuoo of eoy ,pedal 11.mltation arWn& bcreundcr. Forfclturu may be act aside and dllJ lcuc and all rights tbcn:undcr reinstated before the 
npa o/ IDOlhcr in- lll)OO aawfac:cory C'Vidcooc to the CommlJsloocr of the Gc:ocnJ Land Offioe of future compliaocc with the provialooa of the law and or dllJ lease and lhc rules and 
rcculadooa dill ~ be adop(cd rdatlvc bercco. 
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11. RJV£RB£0 TRACTS! lo die cwat thlJ lease CCMirs a rlvcr1>cd. Lcaoc is licrcby spccffic:a11y paolOd tbe npl o( - domaia and ooodcmnac- u JJl'IMdcd for Ill NJLC 
Secdons .Sl 091-.Sl 093, u a pwt o(die ooosldcndoa IIIOY\lll lO Lcuor for tbe COYCIWlts baaa made by Lal« 

n APPLI OLE LA ws AND DRJLLINC R£STIUCTIO S: Thu lcuc shall be ,ubjcc:t IO all MCI and ~cwatioas. and --imaits lbcrcto, promulptcd by tbe Commiuioocr o{ 

-.c Gcncnl IAnd Office ao-uuia dn'llilla and producuaa opcrauom oo Pamanmt rrcc Scbool Laod JPCClrlUUy iDdudilla any nala promwp&.cd dul rdale io plaiu ot opcnuoas, peymaa o< 
royaltlca, and MldAtina proooduru. and aba1I be aab;cc. to all other valid ltllUI.CI, Nies, rqul.attonJ. ordcn and on1auocca dul aay atrcc:t opcntiou under tbe pnMJioas o( this 1-. Witliouc 
limilUII tbe lffl<Rlll)' o{ die f~aolaa. Lcasce bcttby acrcca. by tbe aocc:ptanCe or chlJ lcue. to be bowld by and aabJcc:t to all llatVIOry aod ~gulalOly proYIJions rdaluia to tbe Ococnl Laod 
Office'• IUdat billiq IIOCicc and IUdit bariqs proccdurca. Said provislou arc aaTClllly f Olllld at 31 Texas AdmilllJlrltlvc Code. Chapccr • , and T cxu NaunJ Raourca Code Scc:tlom .Sl.13S 
md Sl.137 chroup .Sl.1•0. lo tbe cwat dw lease CCMirs 1-s 6-hbcd or lcucd or od>awitc ued by a n.mptio,11 dulnct or by tbe Ual.lOd Stltca for the purpoec ofuvipooo or odicr 
purpose l.ncldcot to the opcntioo ot a pon, tbco Lcucc &hall DOC be alllded to Cll!c:r or possess u:b Lind without pnor approvll u pnMdcd under &cc.loo 61 117 of the Tcxu Wlkf Code. but 
l..caec mall be cotitled to deYc.lop u:b t-i for oil and au by dlrcc:tlooal driJ1uic; proyidcd. bowewr, dial DO uuce drillina locadoa may be -11wi 660 feet and ll)CCW pcnnislloa from 
lie Commwloocr of the Gcncnl Lmd Oflioc is DCCc:UatY to mate my mrucc locadoa - Ihm l, 160 feet mcuurcd at npt glCI from Cbc acarcil INll.bcad 1ioe or from lhc llCal'Clt 
*"dgcd bottom cdac o( any dwuld, alap, or tumlaa bu1ll willdi lw bccn aulhonz.cd by tbc lhulOd SUI.a u a federal projc,a for '- oooswctioo, wtudlcw,r is -

U . REMOVAL OP £QU1P £EXT: Upoo tbe tcnnina.doo ol dw lca,c, for •Y c:awc.. Lcucc lhalJ DOC. In my C\'alt. be pamiw.d IO ranOYC tbe CUUll or any pmt of tbe cqul.-,ai1 0-­
..y produda.1, dry, or abmdoGcd wclJ or wdb witboul die wrin.c:a - al Ille ComawiOOCI' of lhc Gcncnl t...d Office or his lllllioriz.cd rcprammllw, DOr aba1I 1.-, Wltbout die 
wrlucD --.i of wd Comm.luiOOCI' or his aulhoriz.cd ~vc rmiOYC from the lcucd prcm.isc:a tbe CUUII or 1111y other cqulpmca1. ~. machmcry, appl.- or propcriy owned 
l,y Lcucc and ucd by Lcucc la the devdopmai.t and procluc:tioo or oil or ps lbcRfrom until all dry or abandoDcd wells have bccn plugcd and un11I all aJusb or rcf111e pits have been properly 
filled and all brokai or chJCll'llocl lumber, machlncry, or debris &hall have been ranOYCd from tbe prmu.rca to the atisfactioo of tbe aid Commwi- or bis wlhori.r.cd rcprcxDtall•'C 

U. FORCE M.A.JEUR£: Should Lcucc be preYCOIOd from complylaa widi any express or imphod-t ofthls lease, from cooducwig dnllllll opcnllOU lhc:r-, or Crom pro4ucul1 
.. ad/or p1 IIM:rdtoaa. al\cr dTort made la aood fallh. by-.. or-. rd>cllloa.. riots, 111\lca, firc:a, 11et1 o( God « any Ofdc:r, Nie or repbdoo of pcnuncntal awhoril)', thai "'iille ao 
~ '--'• obllpdoo IO oomply with mda -.- lball be IUpCllldcd wpoo prop« wl utisf8CIOfy pnJtO{ pracmcd IO tbe Commiaiooc:r al tbe Gcncnl Land Office la support o{ 

1-'1 OOCllelldoo and Lcucc ah.all DOC be liable for cbm-,ca for CaIJarc to comply tbercwidi (cxccpc ID Ibo eYCllt o( '- opawtiou auspendcd u pnMded ID Ibo Nlc:a and rcauladou 
edop(cd by the School Land Boerd); and this lcuc &hall be extended while aDd ao long as Lcacc is preYU!tcd, by any such cause, from drilll.ai, ~ opcntlom or J)l'Oduclaa oO aodlor 
p1 from the lcucd prcmlsc:s; provided. bown-cr, thac nochina bcrd.ulwl be ClOIUCNcd to ~ the payma11 o( rcntals dunq tbe primary or CXlcndod tam, Dor to abridae Lcucds ript to a 
IUpClllloo uada' aay applicable lltAIUlc o{ this Swc. • 

ll. LEASE Sf.CUIUTYI i.e.- aba1I tab die blghdt dcsroc o( C8tC and all prop« afcguardl to proc«t &lid pmniJca and to prcvall theft or oil, pa, and other bydrocarbocu produc,ed • 
6- Aid lcuc. This iDcllldca, but b DOC limilOd to, tbc buc.lJhtioo al all acocua,y oqaipmall. ~ ~ or otbcr ~ pn,ICCltivc dcviccl oa or a1 all aoccu points • die lcuc'1 
produccloa.. pdicriaa and IIOrlgc l)'llcmJ wbcrc theft of~ CM occur Lcaoc lha1I be liable for the loa o( my la~ rcaultillg from did\ wl shall psy the Swc of Tcxu 
royaltlca thO'COO u providod bcrdn oo all oil, au or other ll)'dt'ocl,t)oo la1t by ausoo o( tbd\. 

1'. REDUCTION OP PA YMENrS: I!, durlaa the prim-,, tam, • portioo o{ tbe land oowrcd by chlJ lcuc Is iDcludod witlw, the boundaries of. pooled unit thac tau been appro-s by 
.. School Land eo..d In ecoordaacc with Natural Raourcca Code SoctlOOJ .Sl. IS 1-Sl. lSJ, or lf, at 1111y time al\.cr tbc cxpintJoo of the prim-,, tam or the CXlcndod 1am. this lease c:own a 
.._.. -,ber o( aaa tbm Cbc IOCal amount dcacribod bcrdll, ~cots cbat we made oo a per acre basis bcrcundcr &hall be rcduood acoordlq to lbc Dumber of aau poolod, ~ lcasod, 
wnad,Rd, « odioerwl9c .-'Cd, ao cbat ~ts dcccrmlAcd oo a per atn b&JiJ under tbe c.cmu o( this 1ca,o durina tbc pnmM)' lam lha1I be c:aloulal.od bucd upoa the Dumber cl aacs 
omide Cbc bound8rica al a pooled unit, or, if al\cr the cx:pinatioo al tbe prim-,, lcnD, cbc Dumber of alll'CI actually l'dl1ood aDd ooYa'CCI by this lcuc. 

17, SUCCESSORS AND ASSICNS: The oowmnts, oooditloos and a,rccmaits coo.talnod bcrd.D ah.all CXIClld to and be bl.Ddlq upoa tbe bdn. cxccuton, admlo.islnlln. IIICCCPOl'I or 
..!ps of Lcacc lacrdA. 

l&. ANTIQVJTU'.S COD : ID dic CYCOt diet aay felttn o( arcbooloeJc:al or bl.storlc:al llltaut is -.ntcrod dwm& tbe ec:tivitica autborizr,d by lhb lcua, i.- ,...u lm.modw.dy ccuc 
8Cllivldel md ..m laarf....,. 90lify Cbc Gcacnl t...d Offioe wt Cbc Trm l ll,corlcal Com.miuioD ao that edcqual.o- ...-,, be mda1akai to proc.oct or,-Aldi~« 
......_ • ~ 1-111 cxprc:ldy pl.aced oo 80Cice aldao Ntdoo.11 r~ Prcacrvadoo Ad al 1966 ~ . IO S-91S; 16 U..Sc.A. 00) 1..- sbal1 oomply widi tbe 
Allliqultla Code al Tc:us, C1uipa' I 91 , Nawnl R.Clout'cCI Code, u amcodod.. 

n. VENUE: 1-and lcuoc, iDcludula lc:uc,d1 _, and w{pa. IMrd,y lll'W that - for aay ddputc wiq ouc al a prowloa al this lease, wbcdlcr cxpu1 or lmpllod, 
fllPl'IUI ~ cl this lcatc, or tdJtiq Ill any ""'1 IO this lcuc or IO -.,plkablc cue t.w, ICIOl1a., or admiablrativc nalca, mall be la a aut al oompCllmt jurbdlCltloo loQl.cd la Trav\S 
COUDCy, Suite o(Tcua. 

JO. Lr,ASg P'1UNG: l'w1UaDl 10 C1uipa' 9 al Cbc T ct. Bu. • Ccllll Code. Cb.I, leuc - be filed o( ,-d la lbe offioc al Ille C--,. Ocr1' • my COUii()' la wbidt all or aay l*1 o( die 
leacd prcmlJca Is looatc,d, wt ccrtifiod oopica tberco( all.It bo filed la die Ocacral t...d Offioc. 1lac pracribcd 6liq fee abalJ accxmc-y tbe ca1lficd oopia tc:111 to tbe Gcncnl Land Offioc. 
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31. f.XEClTTlON: Thu oil and ps 1C&JC musi be signed and adcnow1cdgcd by the Lessee before ot ls fi led of record In the COWlCy rccon:ls and in the General Land Office of the State of 
Texas. 

LESSEE 

~ 
~ TITLE: ___ ________ __ _ 

f DATE:, _____________ _ 

. 
0 
:Ill 

; 
MONV WHEREOF, ....... . .......... or•,c.mm""""'""' ~ ofT= w .... . , ... , .. _....., om~. 

~ 
GENERAL LAND OFFICE 

~ 
:=l 
? 

AP ROV&D 

nlcnts ,J;tv',v 
~ • I ~ 

SD ~ 
E:1_ec __ _ 

STATE OP _ _________ _ 
(CORPORATION ACKNOWLEDGMENT) 

COUl'nY OP _______ ___ _ 

BEFORB ME, the und=igocd authority, oo thiJ ~ pcnonally appeared·-------------------­
laiowD ID mc 10 be lhc pcnoa whoso 111111c is 1Ubsaibcd to the foregoing irutrumcnt, u'------------ -------'or 

------------------------------and ecknowlcdged to me that he cxceutcd the same 

ror Ibo purpose, and consldcntioo tbcrcill cxprcsscd, in the Cll*lty IUl.cd, and u the .ct and deed or Aid corporation. 

Oivai under my hand and lcal of office thiJ tbo. ______ ~ or _____________ _, 19 ____ _ 

Notary PubUc in and foe. ____________ _ 

STATE OF __________ _ 
(INDMDUAL ACKNOWLEDCMEHT) 

COUl'nY OF __________ _ 

Before me, the Wldcnigocd authority, oo thiJ day pcnonally appeared _______ ____________ _ 

bOWD IO me IO be the ~ wbolc umca are subsaibcd lo the fon:going UUU\lmcot. &Od aclaiowtcdgcd to me that they crcailcd the 
Ame for the purposes and consldcntioo thcrcin cxprcucd. 

Givco under my hand &Od acaJ of office this the. ______ ~ of _____________ _, 19 ____ _ 

Nowy Publlo lo 111d for. ___ _________ _ 
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September 17, 1998 

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

Dear Mr. Lodge: 

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

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

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

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

Sincerely, 

Robert B. Hatter, Director 





. .. 

©usttn, -0:cxRs 

OIL AND CAS L£ASE 
NO. M-99603 

j//<i3 

WHEREAS, punuanl 10 tbc Tew NINJ'al Rt::sourca Code Oiapccn 32, 33, 51, and Qaplcr n. Subcbapccn A·D and H, (said Code bcm1 bcrdnaJ\cr rd'crnd lO • N.R.C.). Ind ~bJCCl lO all 
Nico and resuJadons promulptcd by lhc Commissioner ol lhe Gcocral l..and Office IIKl/or &he School Land Bo..d punuam tbcmo, md all ocher lppl,cablo lllll\ltes and amcodmcnu lO aid 
N.R.C.. Ibo followlna....., io-wic 

Nil OP SECTION 42, BU>CK Sl, PUB LIC SCHOOL LAND SURYt:Y, CULBERSON COUN'n', TEXAS, COl'(J'AINlNC APPROXJMAT£LY 310 ACRF..SAS SHOWN ON TILt 
omClAL 1AP OP CULBERSON COUNTY ON PlU IN nu: TEXAS CEN£RAL I.AM) OFFICE, AUSTIN, TEXAS, 

wu, after bcin1 duly lldvcrwcd. olfcrcd for lease on the 4lh cby ol Aurwt, 1998, 111 10:00 o'clock a.m... by lhe Cornrn•nioncr of die Gcocral t..md Offic:c of lbc St111e o(Tcxas and lhe School 
t..md Board oflbe Smto ofTcxa.s, for the IOlo and ooly purpoM of prolPCldllll md drilling for, aod producula oil IDdlor ps tlw may be fow,d and produced from lbe abol.-e cbcnl>ed area, md 

WHEREAS, aJ\cr aU bids md remittancu "'il.lch wa-e rccdwd up 10 aid Wiie haw been duly coa.sldacd by Ibo Commissioocr ol tbe General l..and Offic:c 111d lhe School l.aDd Board It a re..,._ 
rnccw,g tbcreolui lhe Galen! Land Office, on lhe 4lh day o ( Aurust, 1998, bcmnafter tbe ·c.lTecu\19 dale" 111d ii wu found and ddamiDcd tlw TITAN RESOURCES, W'. wboee address b 
.SOO W. TE..'<AS, S\JTTE SOO. /I OD LAND, TX 7'701 bad otrcrcd lbe hlsl>c:a and bcsl bod for a 1-oflbe area abow dacribcd and Is, tbercfore, cnodcd lO recc,w a'- tberoon. 

NOW, TIIEREFORE. I. Garry Maw'O, Comrn•PIOO<r oftbc Gcocral Land Offic:c of&IM Swc ofTcxaa, bcrcmaJ\cr aornewncs reJcrnd 10 as ue:saor; '"boM addrcu II Aus:nn. Tcxaa, by YU'1UC of 
tbe .. tboriiy \l'CII.Cd in. rne and u, coa.slclcratioo o( tbc pmymcnt by tbc badnalla dcsipau,d Lessee. tbc sum or £lrh1 Tbou.saod Thrte lhmd....i Thl..-n aJMI 60(100 OoDan (st)U60). 
recd pc of which b bcrd,y aclc:ncrwled1cd and of lbe royalocs, covcnanis. 1t1pulao0111 aod conditions coolaU>ed llld bcttby aar-ced to be paid, oblaved and pc.rformcd by Lcs:scc, do hereby demise, 
pa111, lease and lei WllO lbc above rncntioocd btddct lbc cxclusiw np 10 prolpCCl tor, produce Md tab oil md/or ps from tbc aforesaid a,u upon lhc followui1 lmllJ and cood,uons, io-wit 

I. R£SE.RV TION: There b baoby excepted and reserved 10 Lcsaor tbe full usc of lhe property c:owred b=by and all nshlJ witb respc,a 10 tbc surface and aibsumce thaeof (or 111y ml 
all purpoxs except lbooc pa1110d and ID tbe cx1C01 bcrcin pwnlOd 10 1.-, toaetbcr witb lbc rishu or ingress and egress and usc or said lands by Leuor and •ts awicr.i 1csxcs, for PlllJ!OICS of 
cxploruia for IOd pn,ducina tbc rnincnb which are noc covered, or ""hid, may DOI be c:owred in I.be rliwrc, la>dcr lbe 1crm.1 of this lease.. but ,.tud, IIIJI)' be located wulw, tbe surface boundancs or 
I.be leucd area. All of the rishu ui and 10 tbc lcawd premua rewnod by Leuor and all of the nsbts m and 10 tbc leased premises pw,led 10 l.csscc bcro,n shall be =scd m such• manna' lbM 
oc•thcr shall W!Wly mlaf'crc wilh lhe opcratioa.a of the ot.ba'. 

1. TtR.111: Subject ID Ibo odicr provisions bcrcof; this lease shall bo for a 1mn or fh.e (5) yew11 Crom lhe cfTecuw date hereof {baffll called •pnma,y ICl'lllj and u Iona tbcrea1\cr u cd or au 
b produced in payu,1 quanulics from Aid area. 

3. DELAY Rf.l'(J'ALS: lfoo -.tJ bo commenced on lhe land hereby lca,cd on or bcfore lhe lMJwnaty date olthis lease, Ibis lease shall lamlllale u ID boll, pa,ucs u.nlcss lhe Leu« on or 
bcfoc-o said dale slwl pay or laldcr to lhe Commu11oocr oflbo Gcocral Lmd Ofllce or the Swc ofTcx.u • Ausun. Tex.as, the sum of Ooc Dollar (Sl .00), ~ · acn. "'iuc!, shall opcn10 as renl.ll 
and cover lhe privilege of de(cmna lhe commcnec:rncnt of a well for Mcl'vc (12) months Ctom Aid date. In lilce rn.aMcr 111d upon blce ~cnu or ienclcn lhc commcnc:ancnl of• "'cU may be 
funhcr dcfcm:d for like periods oftbo same number of moolhJ 1UCCCUlvcly dunna lhc pnmary ICl'IJI bcreo(. 

4, PROO CTIO ROY AL TI ES: Subject to Ibo provblons for royaliy ~ctlons Id out m aibparqrapb (E) ofthiJ paravaph 4. upoo pl'Oductioo of oil and/or ps, lbc l.csscc asrccs 10...,, 
or cause 10 be paid to lhe Commi.aioocr or lhe Gmtft! 1.Jand Office m Ausun, Teus., for tbe use ll1ld beod'il of tbe Sllll& ofTexas, dwin1 lhe lCl'm hereof 

• • • • • (A) 0 1 L! A, a royaliy on oil, "'hid, iJ de.fined as includtna all hydrocarbons produud 1n a liqwd form at lhe rnoutb of tbe well IOd also all c:oodcnsatc. cluallate. and Olhcr liquid 
bydrocarl>ooJ recovered from oil or ps run tbroush a Kpatlllor or ocher cqwpmc11. u bc:mnaftcr provided, 115 pan of lbc srou producuoo or lbc marlce1 value thereof, " tbe option or lhe Lessor, 

• • .. ~ ' di value ID be dttcrmUlCd by I) Ibo hlahca posted pm:c, plua prmuwn, If 111y, ofTmd or p11d for 011, "°dcnsalc, disull11c, or Olhc:r liqWd by~ reJpffllvcly, or• hke rype and pwvliy 
• • die seoaal area '"here produced and "'hen Nil, or 2) tbe bia,bcsl awltct price thereof offered or paid III the acnenl area "'bcrc produced and wbcn run. or 3) the IJ'OU proceeds of lbc sale 

• lbaeof; ...,bJchcvcr ls tbc putcr. l.csscc •IJ'CC' that be.fore any gu pn>duc:cd from tbc laod hereby leased 11 ,old, used or processed ma plant, 11 will be run free of ce1t ID~ lhrousl> 111 

• • I e oil and ps separu,r of coovcnllonal 1ype or otbcr cqwpmcnl It least u c.ffiacnt to lhe end lhat all liqwd bydrocauboos rccovcnble from the ps by aich rncans will be rc,co,.crcd. Upon 
• • •: wnucn con.sen& of Lcssor, lhe requlfflllcnl that JUcb ps be run lhrouab such a scpentor or otbcr cqwpmc:nl may be , ••• .,.od upoa such ICl'IIIJ and coodiUODJ u p-acn"bcd by 1.a.lor. 

< •• •• : (8) ON-PROCESSED GAS: MI royaliy OD any ps (UICludula llared ps), "'tuch •• dcfmcd u all bydroc:&rboaJ and pscous subsw>ccs 00( ddioed u Oil 111 1111bparagnpb (A) above, 
• . Crom any wcU OD said laod (cxccp1 as prov,dcd b= wilb re:spc,ct 10 pa proccsacd III a plan& for lhc cxtnoc:1100 or psolu,e. liqwd bydrocarboos or od,cr products) 115 pan of the IJ'OU 

• product,OD or tbe mtd:a value tbcrcof. at Ibo option of tbe Lessor, a;ch vai ... ID be based on lbe hlshcsa mark.a pnce paid or olfacd for ps or comparable qualiiy U1 tbe acncral area "'iic:re 
• • • and "'hen nm. or lhe srou pric:c paid or olfcml to tbc produca. "'hlcbcvcr b peatcr pn,vidcd lhat tbc maximum pressure base m rneasunn1 lhe ps under Ibis lease coouact shall DOC III 

time ac«d 14 6S pounds per square inch ati.olule, md lhe sl&Ddard base lCllpcnlUre shall be IU.l)' (60) dellJ'CICI Fahrcnbc1t, CIOl'T'CldJOD 10 be rn.ldc for preslW'C accordin1 to Bo),tc•a Law, and 
rpcafic pwVl&y .acordmg 10 tcs1 made by lbe Balance Method or by die rnOII approved mctbod o( ICSDDI bc1111 used by tbe in~ 111 tbe 11111c of 1CStu11, 

• . .... . . . . 



(q PROCESSED GAS: As a royalty OD any pJ processed in a psoh.oe plant or other plant for the recovay of psoline or other liquid bydrocatbons, 1/5 p&r1 of the residue p.s and 
the liquid bydrocatbooJ c:x1ra1;tcd or the awict value thereof, al the opdOD of the Lessor. All royaltkt clue h= shall be bucd on one hundred pcrccot (100, ) of the touJ plant production of 
residue p.s attnbutable to gu produc:cd Crom thb lc&Sc, and oo filly pcrca,t (50%) or tba1 pcn:cnt accrulns to Luscc, whichever is the IJUICT, of !he touJ plant productiOD of liquid 
b)'drocatbocu. attributable to the p.s produoc,d from lhiJ lc&Sc; provided that lf liquid bydrocatbocu arc rccovcrcd from ps procc.ucd in a plant In which Lcucc (or iu parent, IUbsldlary or 
affiliale) owns an intcna, then the pcrccoraae applicable to liquid bydrocarbocu shall be filly pcrccot ($0%) or the hlahcst pcn:cnt accrulng to • third pany proecsslng p.1 through IUch plant 
Wider • proc:culng aarc,cment neaodatcd a1 arms' length (or it there iJ DO IUcb third pany, the highest percent I.hen being apcclficd lo proccuina agr«menu or cootncu lo the Industry) 
,.i,jcbeva- Is the p-wer. The respective royalties oo rcsidue ps and oo liquid bydrocarbocu shall be dctcnnincd by I) the hlsbcst mari:cl price paid or offered for any ps (or liquid 
bydrocatt,o,u) of -,,panble qu&lity in the 1cncral area or l) the p-oa price paid or offered for IUch residue p.1 (or the wdabtcd avenge srou acllina price for the ~vc andcs of liquid 
bydroc:a,t,oas), wtuchewr is the IJUICt la DO event, bowC'Ya', shall the royalties payable under this penanpb be lcs.s than the royalties which would have been due had the p.s DOI been 
proc:csaed.. 

(D) OTill:R PRODUCTS: As a royalty on C11tboo black, sulphur or any ocba products produced or manufacwrcd from ps (acq,una liquid bydrocarboru) whether uJd p.s be 
0

CU1.11ahead, • "dry" or aoy other ps. by fracuooaw,1, bununa or any ocber proecssln1, U5 pa,t of srou production of IUcb producu. or the millet value thcrco(, a1 the opdoo of Lwor, 1Uch 
market value to be dctcnruned u follows 

(I) Oo the buu or the blabcsi market price of cac:b ~ clunas the Ame mooth In which such product is produced, or 
(2) Oo the basis or I.he 1vcnac pou &ale pnce of each product for the same moolh in wbic.b 1Uc:b produc:u arc produced, ,.hJcbe,,er is the srwcr, 

(t) YARJ.ABLE ROYALTY: (i) Subject to the ocber provisions oflhis lc:uc, h iJ bcrcby provided tlw In the e,,cnt producuoo in payuia quantities u CJW>lisbcd punuant to the tcrnu 

of this lcue and ,ucb productioo Is brouaht on llfte and &ales thereof arc commenced witlwi twcoty-four (2•) moolhs of the effccthe dale hereof, lhe royalty rate provided herein shall be 
rcduccd to 11.75"/., and sball apply to each a1bMqucnt ""'" driUcd and producod OD the land coHred by lhis lc.a1e. Prov,dcd t1w, If dunna such r..cnty· four (l•) month t.cnn durina which 
l..csJce may earn • reduced royalty rate of 11.75% u bcrcui provided. Lessee should dnlJ in aood faith and -,,p1ctc the lint well u I dry bole oo the land cova-cd by this lease, Lcsscc may 
rc:cdw • three()) month exlaUIOD of the tcnn in wbic.b to cam • reduced royalty r1UC by sjvu,a notice to the Commiuioocr of the General Land Office, commcnc:ina drillina opcnlioos OD an 
additional -U prior ID the CXJ)U'l(IOD of such three()) mODth pcnocl and proscani,,• diliacntJy and in aood r .. th lhe dnllloa of such additional ,.ell and complctu11 ume 10 that production in 
payina quut1ties Is CSlablisbcd and 10 tlw such production Is brousht OD li.oe and &ales thereof U"C commenced prior to the cxplJ'llioo of ,ucb three ()) mooth cxtcnSioo period. 

("ii) la the event productiOD in i-YUII qu.ent1t1es is csrablisbcd punu.1111 to the tenns of lhu lease and IUcb production Is brousht oo line and &ales thereof uc commenced after the 
c:xpnbOD oftwcoty-four (l•) months Crom the cffccavc date bcn:o{but prior to the cxptnlioo of foriy~atu (41) moollu Crom the effccave dale bereoC, the royalty rate provided bcrcin sbalJ be 
Rdiaccd to 19.375"/. and shall apply to each sublcquau wdJ dnlled and produced OD lhe llOd cavcrcd by thb lc.a1e. Provided that, it dwi.os IUcb twcoty-four (24) maith tam durins ,.iuch 
l..csJce may earn a rcduc.od royalty rate of 19.375'/. u bcrcui prov1dcd. Lessee should drill in aood wth and complete lhe lint"'"" u I dry bole oo lhe land cova,:d by lhis lease, Lessee may 
receive a three ()) month cxtcnsloo of the term in which to earn • reduced royalty rate by IJYUII notice to the Commissioner of the General Laod Office, commcnc:ioa drillins opcn.tioa.s oo m 
additional .. ~ pnor to the expnliOD of such three()) mooth pcriocl aod pnlkCUWII dillscntly end In aood (aJlh the dnlJU11 of IUcb addltiooal ,.cu and complctins ume 10 that producuoo in 
payina quubtict Is emblisbed md IO that suc.b productioo is brousj,t OD line aod &ales thcrcof ll'C commenced prior to the cxptnltioo of such three ()) mooth cxu:nsloo period. 

(F) ·o DEDUCTIONS: Lcsscc a;rccs that all royalt1C1 acc:niioa to Lessor under tlus 1-abalJ be without dedUC:tlOO for the cost of produc:m1, lJ'aJUJ)Ol'llll&. and ochcrwiJc malcins the 
oil, p.s and ocher producu procluocd bcmmdcr ready (or &ale or u.sc. 

(C) ROY Al. TY IN KIND: Notw1thstanchn1 mythin1 CODIAU>Od bcrcu, to the CODtnry, i..a- may, Ill lU optlOD, upoa - lcs.s than 60 days DOClce 10 Lcsscc, roqwrc al aoy time or from 
111110 to time that p11ymcnt of all or any royalties acaulaa to Lcssor Wider lhis lc.a1e be made in lcind wilhout doducdOD for I.he OOll or producu,1, plhcnoa. storina. kpal'llioa. treawaa. 
~ comprcssma. pnx:cssiaa. ll'lll.lpOl'WII and othcrwue malcioa the oil. p.s aod other producu produced bcmmdcr ready for &ale or u.sc. l..wor'1 riaht to take ia royalty in kind 
aball DOt dlminub or DCpl.e Lcs.sor'a risbtJ or C-'1 obllptioo.s, wbClbcr cq,rcu or Implied, llllda- this lcasc. 

(fl) PLANT FUEL AND RECYCLED GAS: No royalty sbalJ be p11yable OD 111y p.s u may rcpmc:ot thlJ IC1J0'1 proponiooate llw-c of 111y fuel used to process ps produced 
bcramdcr lo 111y proee:l&UII plant. Notw1tlul:aodui1 111ytlwl1 -taiood bc:mo to the cootnry, and subject to lhe consent in wrltios of lhe Commwlooer of the Gcncnl I.and Office. Lcsscc 
m.,- recycle SM for SM lift purpose, OD the leased premises a.lier the liquid b)'droc:arbocu ~ in lhe ps baw bcco removed, and oo royalbes abalJ be peyable oo the ps ao recycled until 
IUch time u the ume may tbcrcall.cr be produced and Jold or used by Lessee in ,ucb IIWIDCt u t.O entitle Lessor to a royalty th~ undc:r lhe royalty provisiOOJ of this lease. 

(I) MINIM UM RO Y Al. TY: Ouruia any ye. a.lier the CXJ)U'l(IOII of the prima,y t.crm o( this lease, it thu lc.a1e is malnraloed by productioo, the royal ties paid to Les,or ID DO event sbalJ 
be lcss lhan 111 81DOWlt equal to the t.oul anaual delay rental bcnin provided. Olhawuc, there sball be due aod payable oo or before the lasl day of the month suc:ceedloa the annivasa,y date of 
this lease a 1UD1 equal to lhc lOUI anaual rental lcss the mnOWlt of royalties paid dunaa I.he prccedin1 yur. 

(J) MARGINA L PRODUCTIO ROY AL TY: Upoo Lessee's written applicatJOll, lhe School Laod Board iu.y reduce the royalty rate act out in this penanph and/or the miaimum 
royalty act out in aubpengnpb 4 (I) to atcod the economic life of lhu lease and cnc:ouraae rccovay of oil or p.s that mlchl ocbc:rwuc remain unrccovcrod. Ally IUcb royalty roductioo must 
ooo!orm to the requinmcn11 o( aoy School Laod Board admlol.stnti~e rules oo thlJ subjcc:t. Royalty may DOI be rcduced below the appllcablo swuuwy awilinum. 

S. ROY AL TY PAYMENTS AND RE.PORTS: All royalties DOt taken In laod abalJ be paid 10 lhe Commissloocr of the Gcncnl Laod Office a1 AwtuJ. Texas, in the Collowiaa manner: 
l'lyment of royalty on produc:tioo of oil and SM abalJ be u provided lo the rules act forth in the Tau Rcpa1a. Rules currc:ntly provide tlw royalty on o,J is due aod must be rc:cdved in the 

GcncraJ Laad Office OD Cf' before the Sth day of the~ mooth ~I the mooth of produc:tioo, and royalty oo ps iJ due and must be received i.ri the GcnCTal Land Office on or before 
the I $th day of the leCOlld moolh auc:cccdlo1 the mooth o( producoOG, accompllllicd by the affidavit of the owner, manager Cf' O(ber authomcd aaent. completed in the form aod maaaer 
pRSCn'bcd by the GcncnJ Land Office and abowuia the p-oa ainOW1t and di.apo.it10D of all oil and ps producod and the m.i..:t value of the o,J aod ps. together with a copy of all doaunenu, 
records or rcporu ooofinnioa the IJ'OSI production. disposition and marltct value inc:ludin1 pJ meter rcad,.np., pipeline rccc.ipU. ps lloe rccc1pu and other chccJcs or mcmcnnda of amounl 
produced and put into ptpctina.. tanks. or pools and ps lines or pJ IIOl'lgc, and my othcr rcporu or records which the General Land Office may require to vaify the sross producti • • 
dlspositioo and awitct value. In all cues the autbonty of a mmaacr or aacot to ac:t for the Lcsscc bcrdo must be filed la the General Land Office. Each royalty payment lhalJ be - ~ • • • • 
by a cbcclc 1t11b, achedulc, ,wnm-,. or ocbcr rmutwlCC advice &bowins by the u.t1111cd GcnCTal Laod Office lc.a1e aumbcr the 81Dount or royalty beina paid oo each lease. lf Lcsscc pay, ~ 
royalty on or before thin:y ()0) days a.lier the royalty payment wu due, lhcn Lcsscc owe1 • penalty of 5% oo the royalty or ru.oo, wbicbC'Ya' Is SJ'Caler, A royalty peyman which I, over ~ ~• •, 
(30) day, we shall lCCNC • penalty of JO, of the royalty clue or ru 00 whicheva-ls purer. la additiOD to a penalty, royalties aba1J accrue lnlCTCSI at a rate of 12% per yar; such lotcrcs1 a.ilJ • • 
bcpa acaulna wben lhe royalty Is aixty (60) days overdue. Affidaviu and supporuog doauncnu which arc noc filed wbcn clue shall iac:ur I penalty ia an amount 1e1 by the General Land • 
Office adminlSll"IUvc Nie wblch is cffcc:livc on the dale when the affidavits or supportlna documcnu were due. The Lessee sball bear all l"CSJ)OIISl'bahty for payina or C&IWlll royaltid 14 k • 
paid u prescribed by lhe clue date provided berdn. Payment of the ckliaqucncy pcnalty shall in no way opcntc to prolu'b11 the Slate's right of forfeiture u provided by law oor act to postp00( • • • 
the date Oii v,1lich royalties "'ere onguwly due. The above penalty prov11iocu shall aoc epply in cases of title dispute u to the S1a1e'1 portion of lhe royalty or to that ponloo of the royal~ in 
duputc u IO (air mari<ct value. • .. ,. • • , 

• • 
'- (A) RESER V£S. CONTRACTS AND OTH ER RECORDS: Les.sec shall annually furnish I.he Commiuioocr of the GcnCTal Land Office with lu best pouible estimate of oil aod gu • 

rcscrvu undcriyina this lcuc or allocable to this lcue and ab.all furnlsb &aid Commwioo..- with copies of all coacnct.s under which au Is aold or processed and all subsequent agrccmcnu Qd. • • 
amcndmenu to such coo= withtn thirty (30) daya after entcrio1 Into or malcina such cooiracu. aarecmcnu or ammdmcn11. Such cootncu and aarecmena ""hen recdvcd by the GdiiJ1

0
, • 

I.and Office ahall be beld in confidence by the Gcncnl Land Office unlcs.s ochowisc 811tboriud by l...cSJcc. AJI Olhcr cootraas and records pcrtairuoa to the production, tranJpOrWion. sali and 
mam:tio1 of the oil and au produced on &aid prcm!KS, Including tho boob and accounts, rccc.ipu and discharges of all wells, Wllu, pools. mc:ten. and papelina ,Ji.all at all timct be subJ.,ii ~ • • 
lnspcctioo and cumlnadoo by the Commlulooer of the OcnCTal Land Office, Ibo Altorncy General, lhe Govero«, or lhe rcprucnwive of any of them. • • 
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(D) t>RILLINC RECORDS: Written nodcc or all opcratlons oo this lease shall be subminod to the Commluioocr of the Gcncnl Land Office by Lcsscc or opcmor five (5) clays before 
sp.,cl date, Wlrtover, rc-couy, tanporvy abandonment or plug aod ab&odonment o( any wdl or wells. Such wri11a1 oodce IO the Gcocnl Land Officc shall include copies o( Railroad 
Commluioo (onru for applic:arioo <o drill. Copies of well !CSU, complcdoo rcpo<ts aod plugging rcpccu shall be suppUod <o the Gcncnl Land Office at the lllD~ they arc filed with the Tcxu 
R.aHroad Commission. Lessee shall supply the Gcocnl I.and Office with any rcconis, memoranda, ICCOWI~ rcporu. cuttings and -u. or other infomwioo relative lo the opcndoo o( the 
abovc,.dcsa,'bcd premises, which may be requested by the Ococnl Laod Officc, in additioo lD those bctdn aprculy provided for. Lessee shall have an electrical and/or radioecdvity IUIVcy 
m.ade oo the bor'c-bole section, from the base or the sur{ll(;C casing lo the lOW depth o( well, o( all wells dnllcd oo the above dcsal'bcd prcmLSCS and shall D"lllmlit a tNc copy or the log or each 
swvcy on each well to the Gcocnl Land Office within finccn (15) days &lier the maldna o( Aid aurvcy. 

(q PENAL TIES: Lcsscc shal.l lncur a penalty whenever rrporu, documents or other materials arc no< filed III the Ocncnl I.And Officc when due. The penalty (or late filing shall be IICt 

by the Gcocnl Land Office adminl.snrlvc rule which u effective oo the date when the matcriab wen, due in the Gcn.cnl Land Officc 

7. RETAINED ACR£.ACE: No<whhsaoding any provisioo or this lease <o the cootnty, after a well producl.og or capable or producl.og on or ps bas bcco completed oo the leased 
premises, Lcsscc shall cxcrc:isc the diligence o( a l"C&JOQAbly prudent opcn1or in drilling such additional well or wells u may be reasonably occ:essa,y for the proper development o( the IUJed 
premises and In marltcting the productioo thcrcoo. 

(A) VERTICAL: In the evcot this lusc is in force and cffea two (2) ycm-s &lier the cxpiratioo dale of the primary or extended tam it shall then lenninate u lo all o(the lcucd premises, 
EXCEPT (I) <40 acres surrounding each oU well capable o( producing in paying quantities and 320 acres surroundln1 each ps well capable or produ=1 in paylna quanuties ("ancluding a shut­
in oU or ps well u provided in J>aragnph 11 hereof), or a well upon which Lcsscc u then enpaed in cootinuous drilling or rcworidna opcratloos, or (2) the number or la'CS included in a 
producing pooled 1111it pumwit lO N1111r1J R.cso\ll'ccs Code Scctioru 52.IS 1-n.1 n, or()) such puta or lesser number of IC1'CS u may then be allowed for production purposes io I proration 
unit for each such produciag well under the rules and regulations of the luilroad Commluioo of Tcxu, or any succe:uor agency, or other governmental authority having jurisdiction. Within 
90 days of a partial tc:rmio.ation of thls lusc in accordance with this subparacrapb and upon payment of the minimum ftlina fee IICt by Gcncnl Land Officc rules in effect at the time of the 
!*tiaJ tcrmlnatioc., Lt:ssce shall b.a~ the right to obwn a surface lease for incress aod •cress oo and aaou the tcmunaled portion of the lcucd prcmucs u may be reasonably DCCCSSll)' for the 
cootinuod opcratloo of the portions of the lease rcmalnlng in force and ctrCCl. lf Lt:ssce fails IO apply for a surfll(;C lease within the 90 day period spoci!ied above, Lt:ssce may apply for a 
IWiace lcasc from the Land Office, but the Land Commlssiona hu the disactioo lo gnnt or deny such application and to set the rec for 111ch suria.ce lease. 

(B) IIORlWNT AL: In the evcot thls lease is in force and effea two (2) ycm-s after the expiration date of the pnnary or extended term it shall (wthcr lcrmlllale u to all dcplha below 
100 feet below the total dcpth drilled (bc:rdnaftcr "dccpcr dcplha") in each wdl loeated on acreage rcwned in J>araanpb 7 (A) above, unlcu oo or before two (2) ycant al\cr the prima,y or 

• CXlcOdccl tam Lessee pays an amount equal to ooc-half ( 112) of the bonus oripnally paid u considcralioo ror this lease (u specified on paae I hereof). If such amount is paid. this lease shall 
be in force aod effect u to such dccpcr depths, and said termination shall be delayed for 1111 additioaaJ period of two (2) yean and JO long thcrcal\a u oil or ps is producod in paying quantities 
from SU.ch dccpcr dcplha covered by this lease. 

(q COENTIFlCATION ANO FlLCNC: The surface acreaae retained hc:rcundcr u to each well shall, u nearly u pncdcaJ, be in the form ofa aquare with the well lowed in the cent.er 
thc:rcoC, or such other ahapc u may be approved by the School Land Bow. Within thirty (30) days al\cr panW t.crmin.atioo of this leasc u provided bcrcui, Lessee shaJI execute and record a 
release or releases containing a aatis!K!Or)' legal dc:scripdon or the acreage and/or dcplha no< rcwned hereunder. The ,--dcd release, or a certified copy or same, shall be filed in the Gcocnl 
Land Office, accompanied by the filing fee prescribed by the Gcncnl Laod Office rules in effect on the dale the release is filed. If Lcsscc wa or refuses to cxcc:utc and record such release or 
rel- within nine1y (90) clays after being rcqucstod IO do JO by the Gcocral Land Office, then the Commissioner at bu tole disadion may dcsipwe by writtal insttument the acreage and/or 
dcpchs to be released bcrcundcr and record such instrument at Lessee'• CXl)CUSC in the COWlty or COW1tics whc:rc the lease ii located and in the offic:ial record, of the Gcocral Land Officc and 
such dcslpiatioo shall be binding upon Lcsscc for all pwposcs. lf at any time al\cr the effective date of the partial lcmlinatioo provisi.ons bc:rco(, the applicable field rules arc changed or the 
well or wells localed thcrooo arc reclassified JO that lcu aauge ls thcrcafu:r alloeated IO Aid well or wells for production pwposcs. this leasc shall thcrcupoo terminate u IO all aa,:aac no< 
thcrcal\.c:r allowed to Aid well or wdlJ for production pwposcs. 

I. OFFSET WELLS: If oil and/or gu ahould be produced in commercial quantities from a weU lowod oo land privately cr.o11cd or oo Sw.c land IUJed at a lesser royall}', which v.cll is 
within ooc thousand (1,000) feet of the area included bcrcui, or which well ls inlnina the area covcnxl by lhls lease, the Lt:ssce shall. within sixtr (60) days al\cr such illitial produc:doo from 
cbc chlnio& -u or the well located within ooc thousand (1,000) fed from the .... COY<nd by this lease beain in aood wth and prc»ceute diligently the drillin& of an offset well oo the area 
COY<nd by thiJ lease, aod llUCh ofisct well ahaJJ be drilled to such depth as may be ncccssmy IO pl'C'Y'Cllt the undue dn1na&• of the area COY<nd by this lcuc, cid the Lcuce, manaaa or driller 
lh.alJ me all means IIC()CSSm}' In a rood wth cffon to make such offset well produce oil and/or ps Ill commcrclal quantities. Only upon the determination or the Commiulooer and with ht. 
written approval, may the ~ent of a compensatory royalty &&tisfy the obllptlon to dnll an offset well or wdls required under this Pancnph. 

, . DRY IIOL£1CESSATION OF PRODUCTION DUJUNC PRIMARY TERM: If. durin1 the primary tam bcrcof and prior to dixovcty and produc:tioo oC oil or ps oo Aid land, 
Lcsscc ahould drill a dry bole or boles thereon. or If during the primary tam bcrco( and aJ\cr the di,covcry aod actual production of oil or ps from the IC&SCd prcmues IUdi producdoo thc:rcof 
abould ocase from my ca.use, this lease shall not tamlnatc If oo or before the expiration o( sixty (60) clays from date of COOJplction of Aid dry bole or cessation of production Lcsscc 
commences additional driUin1 or rcwoncin& opcntioos thereon. or PIIYI or tcndcn the ocxt lllDu:al delay rcol&J in the a.me mmnc:r- u provided in this lusc. I!. durina the lul yur or the 
primary term or within sixty (60) clays prior th.crclO, a dry bole be COOJplctcd aod abandoned. or the productioo of oil or ps should ccasc for ciy caiac, Lcsscc'a nabta shall remain in full fon:c 
aod effect withoot further opcntiocu until the cxpindon of the primary tam; and If 1..cs.scc bas not resumed production in payinc quantities at the cxpiratioo or the prim.aty tam. Lcsscc may 
maintain this lease by CO<Klucting additioaaJ drilling or rcwoncing opcndoos punuant IO Pwacnph I 0, u.sina the cxplnrloo of the primary tam u the dale of cessation of productioo Wider 
Paragraph I 0. Should the flnl well or my subsequent well dn11cd on the above dcsalood Land be COOJplctcd u a &but-In oil or ps wdl within the primary l.cr'm bcrco(, Lcsscc may resume 
peyment of the annual rental In the ume manner u provided bcrdn oo or before the rcotal paying date followina the cxpindon o( sixtr (60) clays from the date of complctioo of such shut-ui oil 
or ~ w,lt>md upon the Calhn to make such payment, thiJ lease shall Ipso facu, t.crmlnat.c. lf at tbc cx:pinwon or the primary tcnn or any time thc:rcaJ\a a shut-In oil or ps well is located oo 
the ~ ,.;mues payments may be made in accordanc,c with the shut-In provi,lons hc:rcof • .... 

... ~ TION, DIULLINC, ANO R£WORJONC: If. al\cr the cxpiratioo or the primary tam, production or oil or ps from the lcucd pn:miscs. aJ\cr oooc obtained. mould ccuc 
from .;y - · this lease ah.all DOI tcrminatc if Lcsscc oommcocea additional drilling or rcwon.io1 opcndoos within si:xty (60) day, after such ccaaadon, and this lease ahall remain in Ml 
force i6d drcct for JO loog u such opcratlocu continue in good faith Cid ln woriananlikc manner with.out intmuptiocu tocaliaa more than sixty (60) days. If such drillina or rcwlll"1dng 
opcnd- ~t in the produc:doo of oil or ps., the leasc shall remain in M l force aod effect for .a long u 0<1 or ps ls produced from the leuod prcmucs in payina qu:antities or piryment of 
m....d or ps weU royalties or peymc:n1 or compauatory royalties ls made u provided badn or u provided by law. If the dnllllla or rcwonan1 opcndon.s result to the COOJplcdoo of a well 
u a dry bole;, the lease will DOt t.crmlnat.c If the Lcsscc commences additional drilllng or rcwondng opcndons within sixty (60) days aJ\cr the completion or the well u a dry bole, Cid this lcuc 
~ ~ dJ'ect oo long u Lcsscc continues dn1llng or rcwondng opcntions In aood faith and In a worlauanllkc: manner without lntcrrupdoos totaling more than si:xty (60) days. Lcsscc 
shall 'i;vc ~ ucn notice to the GcocnJ Laod Office within thirty (30) day, of &11y cc:uat:ioo of production . 

ll• 6HUT-lN ROY AL TIES: For purposes of this pan.anph. "well" mcan.s any well that ba.s bcco u.,igned a well number by the swe aaency havina jurudic:doo over the productioo or oil 
and.,. .. V-a1 any time af\a the expiration or the primary tam of • lease dw. 1111til being ahUl ln. wu being m&111tained in force and effect, a well capable of producini oil or ps in paying 
quantities l,Jocatcd on the lcucd pranl,cs, but oil or ps ls not beln1 produced for laclc of IUltablc producdoo filcll1t1es or laclc o( a lUltable ma«ct, thco Lt:ssce may pay u a shut-In oil or ps 
~-ount equal to double the lllDual rcotal provided in the lease, but oot lcsa than SI ,200 • yur for each well capable of produdna ml or ps in payini quantities. To be cffcctlvc. 
each \iitial ~ut-ln oU or ps royalty must be paid oo or before: (I) the cq>lradon of the prima,y tcnn, (2) 60 clays aJ\cr the Lcsscc ccuc:s to producc oil or ps from the leased premises. or (3) 
60 days al\cr Lcsscc completc3 a driUlag or ~I opcratloo in accordance with the lcuc provisions; wbicho...... date ls lat.est. If the shut-In Otl or gu royalty is palcl, the lease aha!l be 
ooruidc:rcd to be a producing lcuc and the payment ahall extend the tcnn of the lcuc ror a period o( ooc year from the cod of the primary t.crm, or from the flnl day o( the mooth following the 
month in which production oca-1, and. after dw. if no suitable production facilities or IUltable marltet for the oil or ps cxisu. Lessee may extend the lease for (our more succcuivc periods or 
one ( I) year by paying the wnc amount each year oo or before the expinllon of each shut-us year. 

ll. COMPENSATORY ROY AL TIES: If, during the period the lcuc ls lc:q>( in effea by payment of the shut-in oil or gu royalty, oil or ~\~~vcrccl in paying quantibcs 
from a well loeatcd within ooc thou.sand (1,000) feet of the lcasc:d prcmlses and completed in the wne producina rcsc:rvotr, or In p~ · ~ i:(IIRYi&bt to cootiouc to 
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malAtala die IC&JC by P.Y'A& lhe &but-i.o oil or ps royalty shall cease, but lhe lease shall rc:m&111 cffoc:llvc (or die rmwocla- o( the ya,: (or which the royalty h.u bcc:o p.d.. The l..c.s.sc:d may 
malAtala cbe lease for four more -=casivc yun by Lc:sscc paylo1 compcnsa1.ory royalty II the royalty nt.1e provided ID the lease of the mantel value o( pn>ducuoo from the wdl causioe lhe 
dn.loaae or ,.-bJch Ls complCIOd io cbe same produao1 rucnolr u>d witluo ooc thou.sand (1,000) feet o( tbe leased pn:mlSC1. The compcnwory royalty Ls IO be paid monthly to lbc 
Commwioocr bclPODio1 oo or before the Lui day o( the mooth followu,1 the month io which lhc ool or p.s Is pn,cluccd Cron, tbe wdl causlo1 the drau>aae or tha& Is completed io the ume 
produaoa reservoir and locau,d wuluo ooc tbousAod (1,000) feet o( the lcucd prcmisc:s; if lhc COCDpcns&IOfy royalty paid 10 any 12-mooth pcnod iJ III an amow:u lCSJ1 dwi the anoual shut-in 
oil or ps royalty, Lc:sscc shall pay • amowit c,qual to the dufcrmce witluo tlurty ()0) days from the cod o( the 12-mooth pcnod; and DOiie of these pnMSIOIU will rdi CYc Lessee o( the 
obliptioo o( rcaJOa.lble development DOr the oblipDoo to dn1I offset wells u provided lo N R.C. Secooo 52.0J.C, however, at the clctennio.arion of the Commwi~. Md with lbc 
Commiuioocr'a wnttca approVII. the payment of compcnsuory royalbu shall Win)' the oblapnoo to dnU offJCt wells Compensatory royalty paymcata which 1ire DO( 11.mcly pa,d will ICa\le 
penalty md lo1acst lo ICCUdanc:c with Pvappb 5 oftbu lease 

IJ. EXTENSIONS: II. 11 the cxptnlloa o( the pnma,y tcno o( tbu lease, producooo of oil or au bu oot bcc:o obtained oa tbe luscd pn:mlscs but dnllin1 opcnuoos are bcin• cooduaed 
tbCl'<IOO In eood (11th and UI a eood md woriananlike manoc,-, Les.see may, oo or before the explnlloo of tbe pnmary term, file io the Gcncnl I.And Offic:e wnllal applicatioo to the 
Commissiooer o( the Ocncnl I.And Office for a tlurty (30) day cxtcnsloo of this lease, accompanied by payment of Tbrcc Tbouand Oollan (SJ,000.00) ,f tbu lease coven six bWldrcd Cony 
(640) tcRS or less and Six Tbousa.nd Oollan (S6,000.00) af this lease coven more than six bWldrcd Cony (640) IICrc:s and the Commi.uiooc,- shall, in wnune, extend tlus lease (or a thiny {30) 
day period Cron, and oiler the expiration of the pnmary 1crm and ID 1001 thcrca/\cr u oil or ps is produc:cd in payln1 quanutlcs, provided funhcr, that Lessee may, so looa u web drilling 
opcnuoos are bdnc cooducted make hkc applieatioo and payment dunnc any tlurty (30) day extended period for an additional extension or thiny (30) days and, upon rcc:clp1 of such 
appUcalioo and payment., the Commlsslooer ahall, lo wridne, agalo extend this lease so that same shall remain in Coru for 1ucb additional thiny (30) day pcnod and so looa thcrcal\cr u oil or 
ps Is produc:cd in payins quanbdu, provided, bo,.cvcr, that thu lusc sh.all DOI be cxtcoclcd for more than a tot:al oC three hundred nmcty (390) days Crom and after the cxpuatioo oC the 
primary tam un!CSJ1 productioo in p&)'llll quanuuc:a bu been obwnod 

, .._ USE 01' WA TI:R; SURFACE: Lc:asec shall b.ave the nght to llSO water produced oo uid land neccssuy (or opcradoos bc:mmdc:r and solely upon the leased prc:mises; provided, 
bowcvcr, Lessee ahalJ DOI u.sc potable wata or water JWtable for ln•cstoclc or lrripuoo purposes (or water Oood opcntioos w11bout the pnor wntteo cooseot o( ~ . Subjcc:1 to Its oblipdoa 
to pl)' surface damqc:a. Lcsscc ahalJ b.ave the nght to UK so much of the surface of tbe land that may be reason.ably occasary for dnll1111 and ~ wdls md trllllSp0(1ul1 and manc.ctio1 
the production thcre&om. such u.sc to be cooductcd undc:r coodittOIU or lc&Jl Ill.Jut)' to lhe surucc oC the land. Lessee ahall pay surf1CC damqc:a In an amowit Jet by the Ocncnl I.And Office 
(cc IChc:dule which Is cffcc:uvc oo the date wbcn the ICUVlty reqwnn1 the payment or llltUCe damqu occun 

IS. POLLlfTlON: ID dcvclopu,1 lhls uca, Lc:sscc shall UK the lup,CSl dcsrcc of care and all proper wcsuarc!J IO prevent polluuoo. Without limillDI the (orc1oiila. polludoo of ooasw 
wctbnds, nalunJ ~ rivu, and impounded wau:r shall be prnentcd by the 11SO or coota1nmen1 facil111c:a sufficient IO prevent lll)lllaac, seepage or pouud waicr cootaailiw:ioa. ID the 
cYCDt o( polhmoo. Lmcc: shall llJC all means at iu disposal to rcaprurc all c:acapcd bydroc:a,bocu or other polluwu Md lhaJJ be responsible for all damqe IO public and privau properties. 

(A) UPLANDS: Lc:ss« lhaJJ build and m&UIWD Cc:occs around 111 alush. sump, and dnlnage pits and lall.lc bancnu so u to protcc:t livestock aplllSI lou. damqe or ajwy: and upon 
compldioo or abandonmait o( 1111y wc1J or wd1.a. l..cssc,c shall fill and level all slllSh pats and ccl1111S and compleldy clean up the dnllin1111e of all rubbish thcreoo 

(B) SUBMl.RCED LANDS: No clacharae o( solid WUIC or ptbqe shaU be allowed loco Swe watcn from any dnllinc or support Y'CSSCls, producdoo plalfonn, cr"CW or supply boat, 
bettc, jaclc-iip nc or ocher oquipmcnt loc:ak,d oo the luscd area. Solld WUIC shall =ludo but ahall lM)( be llirutcd co cootaincn, oquipmcnt., rubbuh, plutac, cJus. and any ocher man-<nadc 
ocx,4,iodcgndable Items. A sign must be displayed In a blgh traffic: uu oo all wucla Md manood platforms swin1, "Discharge of any solid WUle or prba,c Into State Wiien Cron, vasels 
or plalforms Is IUictly prolu'bltcd and may subjcc:1 a Swe o<Tcxu lease to fori'c,ture, • Such tt11cmcn1 ahalJ be io lettering o( at leas1 1 • lo she. 

(C) RlYERS: To lhc c:ncnt occc:ss.vy IO prevent polludoo, the provui01U found In subsccdoos (a) and (b) or this pan,nph shall also apply to rivers and riverbeds. 

(D) PENAL TV: Failure to comply with the reqwmncnlS o(thiJ provisloo auy result in the maximum penalty allowed by law iocludio1 forfeiture of the lease. Lessee lhaJJ be Uable (or 

the damaig eauscd by ruc:h (lllurc and any costs and expenses inc:um,d m clcanln1 areas &!Tcctcd by the cfucb.arsed wutc 

l'- IDEHnTICA TION MARJCERS: Lessee ab.all creel, at a disamce DOI to exceed twalty·6vc (l5) feet Crom each well oa tbe prc:mises OOYCrCd by tbis lease, a lcp1>1e sign oa which 
lhall be~ the ume ol the opcnior, the leaac dc:sip.alioo and the wdJ number. Wbc:rc two or more wells oo the wne lease or wbcn, wells oo two or more lcasd are COIIIICClCd to the same 
tm1c i.rtay, whether by i.adividual Oow hoe COllllcc:doa.s direct to the lall.lc or tmla or by II.IC of a multiple header sysu:m, each li.oc between each wdJ llld such llU1lc or beadcr shall be IC111>1Y 
ldcntiflcd III all tunes, cilher by a firmly attxhcd ta, or plate or an ldcodJicataOO property painted oo such lioc III a duw,cc DOI to exceed lhtcc: (3) feet from such lall.lc or bcada- CODDcc:doa. 
Said signs, tap. plata or ocher iclc:obficatioo mncn shalJ be m1111waed III a lc1iblo coodatloo throust,out the tam of tbis lease. 

17. ASSl CNMENTS! The 1casc may be tnnJfcrrod at my WDc. All ll"IUISfcn mUJt rcfereocc the 1-by the file number and must be recorded III the county wbae the area Is located, and 
Ibo rccordcd tnnJf« or a copy eaufiod IO by the County Ocrlc of the -,,,ty wbcn the tnnsfer Is rccordcd mllSI be filed In the OcocraJ Land Office w,thio a.ioecy (90) da)'I of the execution 
date, u provided by NJLC. Sec:doo n .016, 111CCOmpao.ied by the fillDc Coe prescribed by the Gcocnl lADCI Office rulc:a lo cffcc:1 oo lhe date oC rcc:cip1 by the Gcncnl Land Office of such 
nod« or ocrtilied copy thereof. Evay tnnJfc:roe shall succocd to all nshts and be IUbJCCl lO all obliptioos, liabihttcs, and pcnalttcs owed to the SWe by the oripoal lessee or any prior 
nosfc:t'C!G ot the lcue, lodudlq aoy liabtllbcs to the ltalc (or unpaid royal bes 

IL RE.LU.SES: Les.see may release the rishts snotcd bcn:widc:r IO the Swc II IOY time by ,-,dins the release In tbe COW1I)' when, this uu ls llituatcd Md 6.lloe the rccordcd release or 
certified copy o( same In thc Gcncnl Land Office within 1lioecy (90) da)'I al\a- ita exccutloo 111CCOmpanied by the lilio1 fee prescribed by the General I.And Office rules in cffcc:1 oo the date oC 
recd pt by the Geocnl Land Office or suc:h release or certified copy tha-co(. Such release will DOI b.avc the effect of releasioc Lessee Crom any UabWty thcrcto(ore accrued lo favor of the; ~ . . . . 

U. LIEN: ID accordaDcc with NJLC. Seclloo 52.136, the Swc shall b.avc a first lico upon all oil and p.s produc:cd from the uu covered by lhls lease to aecurc paymcot of all~"! 
royal()' IOd ocher sums o( money that may become due uoda- th.u lease. By IClCCplaDCC of thu 1c&sc.. Lc:ascc IJ"&DU the Sw.c, lo addidoo to the lico provided by N .R.C. Sccdoo 52.13614<tll17 • 
other ""9«cable .wwory lico, 111 c:xprca coocncrual Uco oo and IC>Cllriiy ln1acst In all luscd minerals In and cxtrxtcd from the lcucd prcmJscs, all procccds which may aocrue Le Les-. 
from die sale of such luscd mlocnla. wbctba- such proceeds arc bcld by Lmcc: or by a lhlnl peny, and all fi.aurcs oo and improvanents to the leucd pranJscs llSOd iD COODCCdoo with ~ 
prodocooo or procc:uln1 of sucb 1eued mlocnJs In order co aecure the peymcnt of all royalties or otba amounts due or IO become due UDdcr tbis leue and to aecure P'O'Dlcnt or any <Wi~i'. or 
lou ths Lessor may suffer by reuon o( Lc:ascc's blucb of IOY oovcnaot or c:oodattoo o( tlus lease, wbctbcr express or implied. Thu lim and sccunty lnl.c:RSl may be Coredoscd wi• or 
withoul court procccdinp In cbe mlDACI' provided ID the litle I , Cl>aplcr 9 o( the Tew Du.ucsa and Commerce Code. LCSJlcc &IJ"CCI that the Commissioner may require Lcsscc to a M! • 
and rooord sucb io.Juuma111 u may be reasonably oeccssary to lda>owlodac, IIIKh or pa(ect cliis lien. Lessee hereby rq,reac:nts that thae are oo prior or oupcrior t.COJ uislns r.i:,m "M • 
~ to LcsJec's dVlbes upon the aboYo-dc:saibcd propcny or from l..esxe's .cqubatioo o( th.ls lease. Should the Comml.ui~ at any time cletct'IIWIC that this rqnsc:otatioo Is :J ~ "" 
then the Commluioocr 11111)' dcclarc this lease Con cited u pvvided bc:rcu, 

10. FORYEITURl.: lf Lcuoe shaU fail or refuse to mw the paymcot o( any sum witluo thirty (30) days a1\cr it becomes due. or l.f Lcucc or ao aulborizod ~mt abolald lcnowioci., ·~ • 
any Cabe n:wra or (Alu rq>ort COIICCr1liq produc:uoo or dnlliila. or if Les.sec lhaJJ Call or rcf\uc IO drill my ofrsec well or wells lo cood faith u required by law and the ruJg and resuM<flf 
adopted by the Commlssloocr o( the Gcncnl Land Office, or if Lcsscc &bould fail co file rcpof1J In the tDallDCI' rcqwrod by law or fail to comply with rules md replatioos promul~ W. ~~ • 
Gcncnl Land Office. the School Land Bo.rd, or the Railroad Cocnmiuloo.. or rdwc the proper authority access to the records pertaioiog to opcradoas, or if Lascc or an ~ Ii._ 
should lcnowuicJy Call or rcfilse to pvc com,ct ln(onnarloo to the proper authority, or lcnowincJy £111 or rcfluc to furnish the General Land Office a com,ct loa o( any wdl, or if Lcsscc mall 
1:now!ocJy violate any of the matc:nal provuloos of lhls lease, or lf lhls lease Is assigned and the uslgnmmt ls DO( filed lo the General l..aDd Office u rcquircd by law, the righta acqulrcd under 
lh.l.s 1- shall be subjcc:1 to fori'citure by the Commwiooer, and be &ball Conell oame wbcn ....mclently Wonned of tbc facu wblcb authoriz.c a forfeiture, and wbco fonc,tcd the area ~ 
apio be subject to lease to the highest bidder, Wlcla- the same rcsuJatioos cootrollio1 the oripoal sale of lcues. llow=, oolhla& bcmn &ball be COllStrued u walvlo& the aut.omalic 
tcnnloatloo of this lease by opcradoo o( law or by rc.uoo o( any spc,clal limlwloo arising bcrcuoda. Foncacurcs may be ac, u ide 1Dd lhls lease and all rights thcrcw>dcr rciosat.cd before the 
ri&hta o( another lotcrva>e upon aati.Jfacto<y evidence to the Coounluloocr of tbe Gcncnl I.And Office of !\mare compliance with the provialoos of the law and of lhl1 lease and the rules and 
resuJatloos that may be adopted relative bcmo. 
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11. RlVERB ED TRACT'S: lo !he evait dlis lc&Je coven a riv..-bcd. Lcsscc is bcreby 1pCC1fic:ally snnted !he nsbt of cmuicnt domaua and c:oodaruwioo u provided few in N.R..C. 

Scc:tiOOJ '1.092-52.093, as a pan of lhc c:oasidcn.doo movin1 IO l.aJor few !he covawus bcmn m.adc by Lessee. 

ll. APPL! OLE LAWS AND ORJ LLl C R£STIUCT10 S: lbls lease llwl be subjoa 10 all Nies and rcSWAIJOlll, and amcndmcoll lhcmo, promulplcd by lhc Commiuioacr of 
lhc Omen.I l..aod Office 1ovauin1 dn11in1 and producin1 opcnoOOJ oo Pam1na11 Free School Land specifically indudia1111y rules promulpu,d dw relate IO plans of opcr.tioru, pa)'lllcnt of 
royalties, and auditiog procedures. and ah.al l be subjCQ IO al l ocher valid swutcs., Nies, rcsulatioos. onlcn and ordmmccs lhal may affect opcnlloos undct die prGVISIOOJ of lhu lease Without 
limitiog !he gaicnlicy of lhc fon:pna, Lessee bcreby airc,cs, by lhe acc:cpuncc of dus lease, IO be bound by aod subject co all IWUtOt)' and rcsuJa!ory proYuiOOJ reLuuia co lhc Gcocn1 Land 
Office's audi1 billing oodce and audi1 bearinp proecdurcs. Saad provisions arc =lly fOWJd 1131 Ta.u Admmlslrabvc Cock. Oiap(cr 4, and Ta.u Natural Raourccs Code Sccooos n 135 
me! Sl. 13 7 lhtoup Sl.140. ID lhc cvc:ot this lc&Je coven wid fnochbed ew leased ew oc.bcrwise uscd by a uv,paoo chsmct ew by lhe United Swes few lhc purpose o( uv,p1100 ew ocher 
purl)O$C incidatt 10 lhc opcntioo of a pon. Ihm Lc:ucc slwl DOI be mulled 10 colcr ew i-s,:ss such land wilhout priew approval u pn:,vided wide.- Sccuoo 61 117 of lhe Texas Water Code, t,u1 
Lc:ucc slwl be cotitled IO develop such laod few oil and ps by dirccuoa.al milling; prcMclcd. howcva', dw DO surface drillln1 IOClllloo may be ncaru than 660 fec1 and spc,c1aJ pcrmwJoo from 
lhe Commlsslooer o ( lhe GcocnJ Land Office is necas&ry IO ml.kc aoy ..,{ace locaooo nearer lhlll 2, 160 feel musw-cd It nsbt aoaJes from lhe nearest bu.llchcad line ew from lhc near= 

drcdJ!cd bonom ed1e of any dwlncl, , lip, ew Nmin1 be$in wlucb lw been aulhoriud by lhc United Swu u a (cdcnJ proJCCI few lunn consuucuoa, ,.,hicbcvcr is ocara-

lJ. REMOVAL O F EQUIPM ENT: Upoo lhe 1crmliwioo o(lhiJ lease for 111y cause, Lessee ah.Ill DOl, in any C\lffll, be pcn:nicud ID remove lhe CUUII or any pan oflhe equipment from 
my producing. dty, or abandoned wcU or well, wilhout lhe wriuen ccxuatt of lhe C«nmlssloocr of the Omen.I Land Office or bis auchoriud rcprcscnwlvc; nor shall Less«, without lhe 
wriucn consent of said Commlsslooer or bls aulhoriud rcprcscnwivc remove from lhe leased premises lhe C&Sllll or Illy ocher cqulpmen1, material, maduncry, appli1111c:a or propeny owned 
by Lessee 1111d used by Lc:s.scc: in th.e dcvclopmenl and production of 0tl or ps therefrom wiul all dty or 11.bandooed wclll bavc beco pluued and wiul all slum or refuse ptll bave been property 
filled and all broken or disardcd lumber, mldtlncry, or debris shall bavc bccu removed from the premises 10 lhe saddactioo oflhe S&Jd Commiuiooer ew hu authorized rcprcscowavc 

l4.. FORCE MAJ£UR£: Should Lessee be prevailed from comply!n1 wilh any cxprcss or Implied covawil of lhu leuc, from coadUCW11 dnllllll opcnUOOJ th=--. or from producinl 
oil md/or p.s lhcrc:&om, a.l\cr effort made in aood faith, by rc.uoo of war, rcbcUlon, riou, arikcs, fires, acu of Ciod or 111y order, rule or rcsuJatioo of aovcmmenw au:thoricy, chm ,.,-bile ao 
prevcotcd, Lessee's obllpdoo 10 comply with such covawit shall be swpendcd upoo propa and aos:(aaory proof prcsailcd ID die Commwioocr of the GeocnJ Land Office in IUl)l)CX1 of 
Lc:sscc'a cootenlioo 111d Lcsscc shall DOI be liable for cbmaac:s for failure 10 comply dicrewich (cxcq,t in che evenl of lease opctatioos suspended U provided in lhc rules and rccwaooos 
adopted by the School 1.-d Board); and lhls lease shall be extended wtule and ao loa1 u Les.see ll pm,colcd, by any such cause, from dnlhna. rcwomn1 opcrllloo.s or producllll oil and.'« 
p.s Crom lhc leased prc:mlsc:s; provided. bov,ever, lhal 0011un1 bc:rc:t11"1hall be QOOSU\led IO JUspend lhc paymenl of rcntw dunD& lhc prunary or extended lcrm, nor IO abnd&e Lessee'• risbl co a 
suspension under 1111y applicable Jtanm, of this Sw.c. 

ll. LEASE S&CURITY: Lc:s.,cc slwl tab !he blsbes1 dcgr,:,c of care and all propa afccua,ds IO proccct laid prcatUCJ and IO pm,cnl chcl\ of otl, au, and ocher bydrocatboo.s ~ 
from said lease. ThiJ IDc.ludcs, but 11 DOI Umllcd ID, !he buullanoo of all ~ equipment. seals, 1oclcs, or ocher ~ protcc:U~• devlea oo or It all acccu poinu It lhc lcasc'a 
produc:doo. plbcrina and aon,e l)'IICmJ where lhcJ\ of bydrocatboo.s can occur. Lcsscc shall be liable for chc loss of 1111y bydrocatboo.s rc:suJa.o1 from lhcl\ and &ball pcy the Sw.c of Texas 
royalties lhcrooa u provided bcrcin on all oil, ps or ocher hydrocarbons !Oii by rcasoo of lhcft. 

1&. REDUCTION OF' PA YM£NTS: If, durina lhe primary 1a111. a portion of lhe land co~crcd by dus lease is included wilhlll lhe boW>dancs of a pooled unit lhal lw been tppr0ved by 
lhc School l..aod Bocd in accordancc wilh Natural R.csourccs Code Scaloo.s Sl.151-Sl.153, or i(.1t 1111y time aller che cxpinuoo of die prunary Lam or !he extended la'DI. lhls lease coven a 
lesser number of .a-cs lhan the IOCaJ amount dc:scribcd bcrc!A. paymcoll dw arc m.adc on a pa- OCR basis bcreuodcr &ball be rcduc;cd accordln1 ID che number o( acres pooled, released, 
IWT'Clldcrcd, or ochctwiJc aevaod, ao th.a.! payments dclamlncd oo a pa- OCR basis Wida- lhe lermJ of lhu lease durin1 lhe primary 1crm &ball be calc:ulatcd bucd upoa lhe number of acres 
outside die boundaries of a pooled unit, or, If aJ\cr lhe expiration of lhe primary la'DI. die number of acrcs actually rcuined and covered by lhls lease. 

27. SUCCESSORS AND ASSIGNS: The covenants, coodiliOOJ and agrecmenll cootained herein ah.all extend IO 1111d be binding upoo the bcin, cxcc:ulOrl, admlnistn.ton., succeaon or 
assigns of Lessee bcrcin. 

l&. ANTIQUTTIES CODE: lo lhe cvc:o1 llw e,:,.y fealUre o ( lll'Cheoloaical « bislorical inla'CSI is c:ocounlcrcd duno& !he acuv,bes autborued by dus lease, Lcsscc will unmcdialcly ccuc 
acdvilies on.cl will immediately ootify !he GeocraJ Land Office and chc Ta.u Hlslorical Commiuioa ao lhal adcqullc mcuurc:s may be uodcrukcn IO protect« rcc:ovcr IUCb discovuics or 
findings. u appropriate. ILc:ucc Is c:xprc:uly plaecd on oodce of lhc Nadoa.al Historical Prc:sav1ilioo Act of 1966 (PB~9-66. 80 Statute 915; 16 U.S.C.A. 470) Lessee &ball comply wilh lbc 
AAtlqultlc:s Code of Tcxu, ~ 191, Natural Raourcca Code, u amended. 

U . VEN\JE: Lcs.sor mid lcsscc, includlna lcs.scda IUC()CUOt'I and usiczu, bc:t'Cby aarcc lb&l venue for any dispute INIIII ou1 of a provuioo of lhu lcue, ... 'bcula express or implied, 
rcprdlog inlaprctarioo of this lease, or rclatio& in any way IO dus lc&Je or co 11pplicablc case law, swutcs, or adawusu-ativc Nies, llwl be m a coun of compctcol juri.adictioo locaud • TnMJ 
<Auncy, SWc of T c:xas. 

30. LEASE Fl LINC: Punuan1 IO ChapcCf 9 o( che Tex. 8 UJ. & Com. Code, lhis lc&Je mUJt be filed of record ID lhc office of die <Aunl)' Ocrlc in any couol)' in which all or any l*l of lhe 
lcucd prc:mlscs is locaud. and ccnified copies lhc:rc,of mUJt be filed in lhc GcocraJ Laod Office lbc prcsa,l>cd films fee &ball acc,ompaay the ecrufied copies ac:ot ID lhe GeocnJ Laod Office 

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

•••••• . . 
.... 

• • .... . ...... . . 
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Te!; EXEctmON: this oil and ps lease must be signed and adnowtcdged by the Lessoc before it is filed of record in the county record., and in the GcncraJ. Land Office of the sblte ~f 

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

~~··~~ 
an • o e 

11TLE: Vice President - Land 

DATE: ___ S"-e'-'p'-t'-'e"'m=b.ce.c.r_2::;S:c,'-'1c:9.c9.cB __ 

INTESTIMONYWHEREOF,w;1neutheo-oftheCommissino"oftho~ofT...,und"thosoalofthoGonc:rall.andOfficc. 

GENERAL LAND OFFICE 

AP ROVED 

...... ~ 
Lec•I 

~ .. ~ 

STATEOF ___ T_E_X_AS _____ _ (CORPORATION ACKNOWLEDGMENT) 

COUNIYOF _ _,_,M~ID~LA"-"'N~D ____ _ 

BEFORE ME. tho und=ignod authority. oo Iha day ponooally appoaml. __ D_A_N_P_. _C_O_L_W_E_L_L_'· -----------

lmowa to mo to bc the pa,oo whose oame is sub<cnbcd to the fo,egoingin.mumm~u. __ V_I C_E_P_R_E_S_I D_E_N_T_c_LA_N_o _____ --'of TI TAN RESOURCES I, I NC., 

General Partner of TITAN RESOURCES, L.P. 
------------------------------~-and acknowledged lo me th.at be executed the same 

for the pmposcs md considcntioo therein expressed. in the capacity sta:tod, md u the act and deed of said corpora.tl0tt. 

Givm under my hand ilDd seal of office this the 25th ~ of _ _:S:.;ec,:p:.;t:.;e:.;m:.;b..:e.:.r __ --;--::-,7',;z...~ 

STATE OF _________ _ (INDMDUAL ACKNOWLEDGMEN1) 

COUNIYOF __________ _ 

Before me, the undcnigned authority, oa dtls day pcrsooally awearod·--------------------­

bown IO me to be the persons whose names arc subscn'bcd to the fon:going instrument. and acknowledged to me that they cxccutocl the 
same for the purposes and considcn:t:ioa therein expressed. 

GiVCD.UDdcrmyhandilDdscalofofficcthisthc. _____ ~dayof _____________ ~l9 _____ . 

••• • • • •• • 
•••• • • • • •• 

• 
•••• • •••• 
• •••••• • • 

• 
•••• • • • ••• 

• -------------------~.,a.o~:· 
Notary Public in and for, ____________ _ 
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Lease Numlle1 B ,ok/V, . Page Entry C'ounty I Parish t:tte 

TX299 - 109 - 144 -000-00 78 296 51193 CULBERSON TX 

e NIIM I State of Texas I · ase Oat• I 08/04/98 

Leg,l Deacr1ption 

N/2 ot Section 12. Block 52, Puhlic Srho,ol Land u1vey, C'ulbezoon C'ounty, Texas, containinq appr xirn,,tely 120 acree as shown on 

th Oftl 1al M,p ot Culler• n C ~nty r. t 1 l, In lhl.! Tex B ereral t..,nd Otti e, Aus•1n, Trx,a 

99J56J•18 

PROSPECT TX299 - PARAGON INDIAN/ST/Fl - :t ·, \ 
ye 8 Account Number AmOunt 

State of Texas ~x320.00 
General Land Office 
1700 N. Congress Avenue 
Austin, TX 78701 

Tt-h11 /lee ..-UJ r CPS /_.,f- ) (fdl 
. . . 

08/04/1999 RN • eriod Beg . DELAY RENTAL C"HECl • 100416 
• • . 

• N , TO DEPOSITORY You have been designated 11• depository tor • he aoove described payment Please c-redlt the proceeds 
thcr ~ , •hepart1esname:111nd1nthea unte1nd dt l t, .da 1 d,f!1 ,ty tan,nr rear,se l,TRE; '.RI, rt-.._ tc,t 
mak,oO' l • od po•1t to the c-,e ht of the pnrty n..med 1n a •I'" 1al accou' and advise us as so,on au possible for further 1n11truc-uons . . . . .. • . . 

•• 

i·. . ... 100416 



.... . . . . . . . . . . 
• • • . . . 
. . . . . . . . . . . . . . . .. . 
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Check # 101228 
Pr:>perty Id / MMS Eff. Date RecordinQ Information State County/ Parish 

TX299- l 09-144-000-00 08/04/1998 11/21/98 BK 78 PG 296 ENTRY 51193 TEXAS Culbe™>n 

M 9CJ603 

Property Name / Lessor 

Commissioner of the General Land Office of the State of Texas 

Property Legal Description 
N/2 of Section 42, Block 52, Public School Land Survey, Culbe™>n County, Texas, containing approximately 320 acres as shown on the Ort1oal Map of 
Culbe™>n County on file in the Texas General Land Office, Austin, Texas 

Payee Name & Address SSN/ Tax Id Number 

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

\ 1-y&O 
Account Number 

Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 
Due Date (1n months) Description Due Charges Sub-Type Sub-Id 

08/04/2000 12 Delay Rental 320.00 0.00 

I I 0.00 0.00 .... 
• . .... 
• ··71° 0.00 0.00 

. . r, ..... .. /" ,: 0.00 0.00 11 I ..:u ~ l/ ........ 

/. I 0.00 0.00 . . . . . • . .. 
Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties 
named and in the amounts Indicated. Should any difficulty arise, make the deposit in a special account, and contact us 1mmed1atel'1\I ~ 1 Q 12 2 8 



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

• . . . . ..... 



Check # 102561 
Property Id I MMS Eff. Date Record ing Inform ation State County/ Parish 

TX299 109 144 000-00 08/04/1998 11/21/98 BK 78 PG 296 ENTRY S 1193 Texas Culberson 

M 99b03 ~--~ 
Property Name / Lessor 

Comm1SS1oner of the General Land Office or the State or Texas 

Property Lega l Description 

N/2 or Section 42, Block 52, Public School Land Survey, Culberson County, Texas, conta1n1ng approximately 320 acres as shown on the Offlaal Map of 
Culberson County on file 1n the Texas General Land Office, Austin, Texas 

Payee Name & Address SSN/ Tax Id Number 

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

-Pur~ 
0.00 

~ (51,(.f'Cl.S LP Account Number 

Total Bank Charges 
0.00 

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

08/04/2001 12 DELAY RENTAL 320.00 0.00 

I I 0.00 0.00 ... . 
f 2 / .. . 

I I 0.00 0.00 

01049571 .... 
• . . 

I I 0.00 0.00 -· . 
v ~,;) e,o .... . . ... --

I I 0.00 0.00 /\ J~V • • ...... 
• 

lnstructlons to depository: you have been designated as depo51tory for the above descnbed payment(s) Please credit the proceeds thereof to the parties 
named and In the amounts Indicated. Should any difficulty anse, make the depo51t in a speoal account, and contact us 1mmed1atf<j ~ 1 Q 2 5 61 



• • •• • • •• 
• 

•••• • • • • • • 
• 

•••• • • •••• 
• • •••••• • 

F11eNo.JJJF(a?96t 3 

~~JJ:rt: 
By :~~urst, Commissioner 



Check # 9901465 
Property I d / MMS Eff. Date Recordlna Information State County /Parish 

1)(299-109-144 000-00 08/04/1998 11/21/98 BK 78 PG 296 ENTRY 51193 
... 

• 
0
Texa 

. . Culberson • • • 
M 99601 • . . . . . 

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

COmm1ssloner of the General Land Office of the State of Texas 

Property Legal Description 

N/2 of Section 42, Block 52, Publlc School Land Survey, Culberson county, Texas, containing approximately 320 acres as shown on the Offioal Map of 
Culberson county on file In the Texas General Land Office, Austin, Texas 

02042315 

Payee Name & Address SSN/Tax I d Number 

State of Texas, acting by and through the commissioner of the General Land Office 
1700 N. congress Avenue Federal Tax Withheld 
Austtn, nc 78701 0.00 

I iJ 
Account Number 

Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 
Due Date (1n months) Description Due Charges Sub-Type Sub-Id 

08/04/ 2002 12 DELAY RENTAL 320.00 0.00 

I I .-_~ 0.00 0.00 

c ... I 

I I -- j 0.00 0.00 ,;n ·--- -. ,..... 
I ....... ,.......T\ 

I I j ..) 0.00 0.00 \I A-1V 
l..!..I = "'JV .. -

I I • I 0.00 0.00 ... 
-

l nstructJons to depo51tory: you have been designated as depository for the above descnbed payment(s). Please credit the proceeds the~"'to th1~rtJes 
named and In the amounts Indicated. Should any difficulty arise, make the depo51t 1n a speoal account, and contact us immediately. j ~ Q 4 6 5 



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

By 
owhu~-' ~~ 


