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APPLI ANT 
AGREEMENT 

AU U T 4, 1998 
MINERAL LEA E DID APPLI ATION 

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

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

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

APPL[ ANf Name ;_c.:;:~--------------------
TITAN RESOURCES, L.P. 

I DENT IF I A TION 
TO APPEAR ON ;_::A.::..:dd:.:....:rcs=s:...___50_0_W_. _T_EX_A_S_, S_V_I_T_E_5_0_0 _____ _ 
LEA E (type/pru1t) 

AREA 
DE IUPTION 

. .. . . . 
• •• UCO ..... 

• • • • J 

e 4 9\1 . .... 

•• • • . . . 

M L.NO. 

lO 

APPL[ ANT 
TAX l.D. fl 

(type/print below) 

r 

City MIDLAND St,ate TX Zip 7970 1 

Telephone ( 9 ! ; 498-8600 
{Include +4 Code) 

Culberson/Reeves Public chool Land 
County(ics) Survey/Arca -----

53 28 (If Applicable) 320.50 
Blockfrsp. __ _ Acres ----

Section!fracc ____ _ 
{If Applicable) 

J..:( A.:..,.):....:::.cas~ I--• 0=:...oc....n __ uc:....s E--· r_,c....:lo_se_d--(.._S,__) -------(t)1>dprint amount below) 

$8,326.59 --------
~(O:.L).::S=:...al~cs:....:l~:ec.:.e.:...;/1..::..:lta.::.:c--he.:....:d__,,_($:.,.) _______ (type/print amount below) 

$124.90 
Th is Sales Fee is I - 1/2% of the cash bonus as provided in Section 32.11 O of the 
Natural Resources ode as amended. 

APPLI ANT (same as above) 
TITAN RE OURCE , L.P. 

~ohn E. Lodge 

no U AM UNTO LY (A) 
o Not include sa les fee) 

~ 8,326.59 
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©: ustin , ~e xa s 

OIL AND CAB LEASE 
NO. M-9%M 

WHEREAS, punullll to the T cus Nlltlnl llc:tcNr'ccs Code Qaplcr1 32, 33, $I, IDd 0u,pca- $2, Silbc:hlpCCl'I A-0 IDd 11, (said Code bciDI bcrdnal\cr rdcmd IO • NJLC.). IDd aibjcc:l to all 
rulc:a IDd rqubdom promulpcd by thc Commissicmcr of lhc Geocral LIDd Office md/rx Ille Scbool lAod 8oenl punun d>a'Clo, mid all ocher 'l)Pllcablc IWUla IDd 8111codmc:na to said 
N.ILC.. thc £ollowln1-. to-wic 

Wll OP su:TION 11, BLOCK 5l, l'\JBLJC SCHOOL LAND SURVXY, C\JLB£JtSON AND REEVES COUNTl"ES, TEXAS, CONrAINlNG APPROXIMATELY 310.50 ACR.f.S 
AS SHOWN ON TIIX OFFI~ MAPS OP CULBtRSON AND REEVES COUNTIES ON F'lU: lN Tirl: T£XAS GENERAL LAND OFFICE, AUSTIN, TEXAS, 

w-, efta- bcln1 duly adva1i,c,d, olfcrccl frx lease oo 1hc 4 .. dlly o£ Aup.st, lffl, 11 I 0:00 o'dodc un., by tbo Commir.slooer o( the Geocral Lmd Olllce of the State o( Tcus Md tho School 
Lmd 8-,1 oltbe StalO ofTCXM. frx the IOle Ind ooly pd'pOIO of prl)lpCClin1 Ind clrilUna ffX, IDd pro<Ndn1 oil md/rx PJ that may be found IOI.I proclucod from the aboYc cbcribed area; IDd 

WUEllEAS, efta- Ill bids md ranittlnocs ...tldl wa-e reoelved up to said time ba~ been duly comidcml by the Commlslloocr ol lhc Ocncn1 LIDd OfDcc IDd the School Land 8aird II a rqlllar 
mCCU111 lbcno(ID tho Omc:nl Lmd Office, on tho 4 .. ~ of Aupsl, lffl, bcrdnal\cr Ibo •cffcctJ~ cblc• md ii was found nl dctcrmlncd that TITAN RESOURC"ES, L.P. whose addrca ls 
500 W. TEXAS, sum 500, MIDLAND, TX 7"101 bad olfcrccl the hlabcst IDd beat bid frx a lcucoflhc arca aboYC dcac:ribed IOI.I ls, lba-c(orc, cntidcd to rccc:lw a lcasc ~ 

NOW, nlBEFORB, I, o.ry Mmro, Commlaloacr olihe Gcocnl l..-1 Olllce oltbo S-olTcxu, bcmna.fla: IOIDdima rdcmd to • "Lea«; wboN addrca ls ADrda, Tau, by virtue ol 
die~ .._i ID - md la comidcnli<m ollbo ~ by the bcrc:lnal'lcr dcalp,IIDd 1.-, thc ..m ol t'..lpt Thomaacl nne lluad.rtd l'wmty Sh &Ad !"100 OoOan (sa.,JU.5)). 
receipt o{ wt.lei, la hcftby ~ end o{ tbe royalt-. "°""""8111 slipuladom IDd -6itlona CODl8inal IDd hcftby qroc,d to be p.id, obeerYcd IDd pu{ormcd by 1.-, do hcftby dcmbo. 
snm. ie- md Id tmlO tbo ai>cM mentloncd bidder tbo cxcllllive riabt IO PfOlllCICt for, promicc IOI.I tab oil md/0t ps ftom tbo aforesaid 1rea upon tbo follovtiq lcrmJ llld canditioo.s, to-w!c 

L R.tSDl VA TION: There ls bcrcby c:xcq,ccd IDd raa¥CC1 to Lestor die full .,. ol the property cow:rcd bcrcby IDd all ri&hll with rcspea to the ..&cc IDd ammrr- dicrool Crx ay Ind 
..u JIUIJ>OICI w:qi1 lbo90 pWlllod mid io 1hc CX11cOt bcrciD armtcd to Lcucc. IOCcdia- with tho riabU or lnarca -t evcu IOI.I.,. o1 Aid i-is by Lestor -i 111 mlDaal laKa, f0t purpa1a o1 
cxplorill1 frx IDd produdog tho mln,cnb which ..., DOI llC1Y'CRld, rx wblcb may DOI be cow:rcd ID the~ -ier Ibo lcrml o( lhb I-, but wblcb may be locaud witblll the surucc bouDdlric:a al 
lhc ie-d 1RL All of tbo ripu la Ind to tbo leascd prcmua rctalncd by i.a-and all o( tbo riabt1 la llld 10 die teated prcmua pmlCd ID Lcsscc bada lhall be cx:cn:ucd la IUcb I mMDCr diet 
neither ,ball Wl<klly lnlafcrc with die opcralions of the ocba. 

1. TERM: Subject 10 tbo ocba provblom bcrco{, thil lcuc shall be frx • tam of live (5) yan &cxn tbc efToctive date bcrcol'(bcrcui called "pri.mwy tam"} and• loaa lbcrcaJ\cr u oil or ps 
IJ prodoc:cd la Jl9YUII quantltlc:a &om aaid 1RL 

l. Ou.A Y Rf.NT ALS: I( DO -11 bo oommcocod oo the lmd bcrcby 1-.d oo or bdore the -1-..y date o( this le-, this '- ahalJ la'IIWUllcl u 10 boch pmtla wtlca tho ~ on or 
before l&ld dlto shall .,.y °' laldet" IO die Commluioncr oltbc Gcncnl Lind Office oldie Stato of Texas • Austlll, Tcus, lhc JU111 of Ooe Dolt.r (Sl.00). per acn, which lhall opc:nle • rental 
IOI.I covw tbc priv!Jeae o( deferrln1 fbc commaiocmCDI of a well fOl twdve (12) DIOlllhl from aaid cla&c. In like llllllllCt and upoa like Pll)'IIICIIIJ Ol lclldc:n the OOll!rnaM'aXICDl of a well may be 
fia1ha" ddcmd for lilc:c periods at tbc same number of moolhs ~ durina dlo primary term bcrcol'. 

4. PRODUCTION ROY AL TIES: Subject 10 tbe provblom frx royalty rccb:dooa Id OUI Ill~ (B) ol this pancnpb 4, upoa procluclion ol oil -Yrx ps. the 1-..,._ IO Pl'Y 
or-10 be paid ID dlo Commlsaioncro{dlo Gcncnl Lmd Ofl'ice In Allllill. Tcuo, for the 11111 md bc:ad'i1 oldie Stato o(Tcua, CU'UII the lct1II bcrooC 

(,\) OIL1 >J a royalty on oil. wbicb b clcfinocl • lncludill1 all llydrocarboos prodoc:cd la I liquid form II the moulh of the well aod abo all coodcnsalc, cislillalc, aod ocba liquid 
llydrocarboos reoowrcd from oil °' ps nm ~ ab • 1CJ*111or °' other equipment, u ~ provldod. 115 pllt o( tho poll production °' Iba nurkd value tbcn,ol; • the optloo of lhc Lessor, 
1ucb w1uc 10 bo dda"al1-I by 1) 1be hiabc:al pDIIOcl price. plus prrmlum, It aay, olfcn,d Ol l*d '°' oil. QCXKhqje, dlstillalc, rx otber liquid bydroawboal, rapectlvtly, or a liu MIO and p'lvlty 
la lhe acncnJ area wbcrc proclucod IDd when nm. or 2) the hlglic.,t marb:t price lhcn,o{ olfcrccl or paid la the 1c:ncnl area wbcre proclucod aod wbcn nm, °' 3) the ll'ON prooc,cdl of 1bc ale 
dlcrcol; wblcheYa- Is d,c, pala'. l..c:ascc ..,._ !hit bcf orc IOY Pl prodoc:cd from the lmd bcrcby lc:ued " told, ucd or proc:aa la • plant, It will be ND froo of cast IO Lc:aor tbroqb .. 
odcqu8lo oil and ps lqlll'IIOr o{ coavcotiocal type or oth« cqulpmcat II ICM u dilcicat ID tbe cod th.II all liquid b~ ,_,,_..t,le &om tbe p.1 by IUcb meMS will be rocovend. Upon 
wrilkD couml of Lc:aor, Ibo roquircmcnt tb.al lUCII p.1 be ND lhroupl IUcb I tq*1I« fX otho- oqwpmCDI may be waived upon IUdi lcrml aod coaditloos U prc:aa,'bcd by l..cafX. 

(B) NON-PROCESS£0 GAS: >J • royaliy on any au (lacludina Oared ps). which ls dcf'JDcd u all bydroauboos and pseou., 1Ubllaocc:a DOI ddiocd u oil la IU~ (A) above, 
produced Crom ray -11 on aid lmd (c:xcq>I • provided bcrdn whb reapccl ID ps proccacd la • planl frx Iba CXl1KUOD ol p.lCllinc. liquid bydroc:arbon, fX otlltz producu) 115 I*\ ol tbc p'ON 

procluclion °' the mar1a:c value dicrcoC, • Ibo optloo of the Lessor, IUcb value to bo bated on the hiabc:al mar1a:t price paid °' offi:red for au of compm-able qualil)' la tbo 1cncral area wbc:ro 
proclucod and wbco ND, or the IJ'OII price .,.id °' olfcrccl IO die producer, wbkbevcr Is arcai« provided that the maximum prcslW'C buc la IIICUWUII the p.l under dlb lea,c oontnc:t abalJ DOI It 
aqy time acccd 14.65 pollDds per~ lndi abaolutc, and tho lt&Ddlild buc lempcnturc lha1I be sixty (60) dcarcc:a Fabrcnbcit, correction to be made frx pr=ure ICOOl'Clin1 ID Ooyle'1 I.Aw, IDd 
for ,poclf,c gnvil)' .ccording to at mJde by tbc Oalaocc Mdhod or by die moa approved melhod of testina bcina mod by the ~ • lhe limo ol lcllina. 



... -

(C) PROCF..SSW CAS: Ar. • royalty OD any p.s procc:ssed lo • guoline pbnt OI' ocher plant fOI' the l'CCO\U)' of psollnc OI' ocher Uquid hydrocarbons, 1/S pan of the residue gu and 
lhc liquid bydrocart>oos c:xtnctcd OI' the m&rut value~ It the oplioa oC thc Lessor All royalties due bcrdll ahall be t.sed OD ooc hundred pcnlall (100%) of the lOtll plant productJOD of 
residl,c ps lltribu1ablc to ps produood from diia lease, and oa fifty pcn:cnl (SO%) OI' tblt pcrccnl accrulng ID Lcuoc, whichever Is the greater, of the toe.al plan1 producdoa of liquid 
~droarbolll, attributable to lhe pa produced from thu lc:ue; prov\dcd 11w if liquid bydrocarbooa arc rccoYa"Cd from pl proccaed lo • plant In which Lessee ( ot its parcn1, aubsldia,y ot 
alral.c) owu - lnlcrc:IC, Iha, lhe pcn:cniage applieablc ID liquid b~ aba1J be filly pa'CCOl (SO%) ot lhe bigbat pcrccot accrulng ID I thlnl pu1)' proceuing ps through IUCb plant 
mocr- • proceuina aaro-ait ocl'(ICUlcd "' mu lcagtb (OI' if dicre Is DO aac:b third l*'Y, the bighat pcrccot then being ll)CClfled lo proceuing av-,scou QI' OOD1nCU lo the lndwtry), 
wbicheYcr la the puter. The rcspocdve royalties OD rcsiduo p1 and oo liquid b~ lha1J be ddcnn.locd by I) the bigbest marnt price paid OI' olrcnd foe any ps (or liquid 
~oca-boo.s) of compwable quality In the general area oc l) lhe IJ'OU price peid OI' offend for IUCb rcsldue p1 (ot the wdghlOd ava'llie IJ'OU Idling price for the respective gn,dea of liquid 
'1d,oca-boo.s). wbichcYcr la the grcatcr. la DO evml, however, aba1I the royalties ~e wider thb puagrapb be lc:u than the royalties which would have bocsi due had lhe p.s noc bocs, 

proceACld. 

(D) OTI LER PRODUCT'S: Ar. 1 royal!)' oo carbon black, IUlpbur ot any ocher produc:u produood or manufactured from gu (accpdna liquid bydrocartxxu) whether said p1 be 
•casinahead, • •c1ry• or IQ)' ocher ps, by f'rlctlooaling, burning or any ochcr proceuing. 1/S part of groa productioa of IUCb producu, ot the man::ct value theroo( 11 lhc option of Lessor, such 
mw1cct value ID be ddamlncd u follows: 

(I) Oo the baslJ or the highest man::ct price of each product, during the ume month in which IUch product Is produced, or 
(2) Oo lhc basis of the &\ICl"l&C ll'OSJ Ale price of each product fot the ume moo th In which IUclJ products arc produced: whlc:bevcr Is the greater. 

(E} VARI.AD LE ROY AL TY: (1) Subject IO the ocher provisions ofthu lease, it Is hereby provided tllll in the evml productloo in paying quantities is established pursuan1 to the terms 
o( diia lcue and IUCb production la brought Oii llnc and Ales lheroof arc commcoccd within twal.t)'·four (2~) months of the dTcctlve date bcreo( the royally rate provided bcrdn aball be 
reduced to 11.15%, and aba1J apply to cacb subac,qucnl wdJ drilled and produced on the land cownd by thu leuc. Provided that, if during such twcoly.four CU) month 1crm during which 
~ m-r-. 1 reduccd royalty l'IIO ot 11.15% u bcrdll provided, i.- lhould drill lo aood r.ltb end complete tbc fi111 well u • dry bole OD the land cova-cd by diil lease, Lcs,ec may 
rocdve a throe ()) month cxtA:nsloo o( the 1crm I.a which to earn • reduced royalty rate by slvlna nodce IO the Commissioner of the Gcncnl Land Office, commc:odna drilling opcntlons on an 
additlooal wdJ prior IO thc cxpumoo of such throe()) mooth period md p-osocudag dillgcntly and la aood fahh thc drilling of such additional wdJ end completing aamc so tllll production I.a 
.,.,.i.., quantitic:s Is cstabUlhcd and ao llw such productioo is brought oo line end Illes thcreo( are oommcnccd prior to thc ciqxnlioo o( such lhroc (3) month exlenslon period. 

('u') ID thc C'Wl1I prodllctioo la payl.ag quantitic:s Is CSlabliJbcd plll'IUOI to thc lcr1llJ of th.ls 1- and IUCh productioo Is brought on llnc md Illes theroo( arc commcnccd alla the 
cx:pindoo ol~ CU) montbl from thc effective date bcrcoCbut prior to the cq,lrllioo orr~ght (41) montbl from thc dfoaive date beroo( lhe royalty rate provided hcrdn aba1J be 
roducod to l) .375% IDC! aba1I apply to cacb sublcqucn1 wdl drilled and produced on the land cownd by th.ls lcuc. Provided that, if dwiag lucli twallY-four (14) month 1crm dwiaa whlcb 
LCAce may earn I roducod royalcy rate o( l ) .J,S• u hcrdn provided. LCAce ahowd drill lo aood faith and ccmplcte the first well u I di)' bole oo the land cova-cd by th.ls lease, Lcsscc may 
rocdve I throe ()) month cxtauloa ol the 1crm lo wblcb IO earn a reduced royalcy rate by slvlna notice to the Commwloocr oC the General Land Office, commcndng drilling opcntlons oo an 
edditional wdl prior IO the cxplnllioo oC IUCh lhroc ()) month period and p-osocudag dillfClllly and in good faith the clrlUlng of such additional well and completing aamc so tllll production in 
payl.ag qualities Is c:JUblisbod md eo tblt -=ti productiOll la brought on llnc md aalc:s chcrcof arc commenced pnOI' IO the cxpintloo of such lhroc ()) mooth cxtcnsloo period. 

(P) NO DEDUCTIO : 1-agrees tllll aU royalties accruJna IO Lessor wider th.ls lcuc &hall be without cloduction for thc cost of producing, ll1lllSpOl1ing. end odicrwisc making the 
on. ps md oCbcr productJ produced hcn:undcr ready for Ille or use. 

(C) llOY AL TV IN KIND: Notwitlutmdln1 ~ ng cootained berd.n to the oootnry, 1-may, 111 lts option, upon DOC less than 60 day9 notice IO LcQec, require III any time or Crom 
time to time fhll paymeat o{ all or ,ay royaldea ICCnlia& to Lcuor under lhiJ lcue be llllde lo kind without deducdoo for the cost oC producing, ptbc:ring, IIOrln&, lq)lnl.ing, treating, 
~ comprcsalDa, proceuing, traNp(ltl1ina and ochawllc maldaa lbc on, p1 and other producu produced bcrwDdcr ready for aale or use. Leuor'1r\gb110 wee its royal!)' in kind 
lbal1 DOt dimlnlsb or ocptc 1-'• riabts or 1-'1 obliptioos, wbdbcr c:xprc:s, or lmpliod, l.mdcr diil kale. 

([I) PLANT FUEL AND RECYQ.£0 GAS: No royalty ahall bo pl)'lble on ,ay ps u may rcpraml du.a lcuc'a proportiooa1e abarc of ,ay fuel u.scd to process pa produced 
licnmdcr ID ,ay prooeuiq plant. NO(wj~ mydwig ooatalncd hcrdn to the c:oalnry, md IUbjcct to Cbe OOIIICDI I.a writing ol the Comm1ssioocr of thc Oenen1 Land Office, t­
m-r roc:ydc pa Carps lit\ pmi- on the lcucd pranhcs after Cbe Uquid llydloca-boo.s cootal.ocd In tbc ps have bcm ranovcd, end DO royalties abalJ be ~ on lbc gu to rccyded until 
IUCii time u the - m-r thcRaf\cr be produced end sold or used by 1- la IUCb - u to entitle Lcuor IO a royalcy tbcrcaa wider the royalu, proYUHlllJ o{ diil lease.. 

(I) MINIMUM llO Y AL TY I Duriq ,ay ,._- after the cxpintioo ol thc priaury lcr1ll o{ Chis lcuc, It diil lcuc la mailltahlod by production, thc royalties paid IO Lcuor in DO ewnl shall 
be lea 111111 • aouot oquaJ to the tlOUI mom! delay reatal hcrdn provided; ochawiJc, dla'c lhall be due llld pl)'lble oo ot before the last day of thc mooth ~ thc lll1IIM:rW)' date of 
lhla lc.e a MD equal IO lbc toe.al mauaJ rcotal lc:u thc amoum of royalties peid during die prccc,dlD& ,._-. 

(J) MARGINAL PRODUCTION ROY AL TY: Upoa '--'• wri11a1 appllcatloo, thc School Land 8-,I may n:ducc thc royal!)' .-.u 1ct out I.a diil peragrapb IAd/oc the minimum 
~ ac,t OUI In ~ 4 (I) IO CXlmd thc ~ life oC tbia kale llld -.... l'OCOYa)' oC oil or ps thlll might ochcrwlsc rcmmn uotOCO\IU'Od. Ally aoch royal!)' roduc:tion mllll 
ooofam to thc requlrcmcnts ot my Scbool Land 8-,1 eclmlaiJlndve rules on diil aabjcct.. Royalcy may DOt be roducod below thc appllcable ltlt1IIOry minimum. 

S. llOY ALTY PAYMENTS AND R.£PORTS; All royaltia DOt takm In kind aba1J bo paid to !be Commluioocr ofthc Ocacnl Land Office It AII.Jtin. Tcxu, I.a the following llllllllcr. 

~ ol royalty oo producdon al oil md ps ahal.l be u provided ID Cbc rula eet (cxib ID the T CXM l.qiltcr. lluka CUtl"CCdb' prov{dc thlll royalcy on oil la due md mllll be noccivod I.a die 
GCDcnl Lmd Office on or bdorc thc Sib ~ ot the aocood mouth ~ lbe month oC producitbl. md royall)' oo ps la due md must be noccivod ill tbc Gcncnl I.Mid Office oo ot before 
die 1$0a ~ o( thc aocood -lb IUCCOCding tbc month oC production, ~od by lbc affidavit oC thc _., manager OI' other audioriz.cd agcol, compldcd in lhe focm end maoocr 
pwcrlbod by lhc Ocacnl Land Office llld abowing thc sroa ~ md dispc,Rtion of .U oU md pa produced end thc m.-lcd value of the oil md ps, IOgCtbcr with • copy of all doc:wna1ts. 
recordll OI' rq>orta coo.lirmlng cbc sroa production, dispc,Rtlon md m.-lcd value lncludiq ps mceer .-fiop. pipeline noccipu, ps line rooeiptl end othcr choc.b or mcmonoda ot ..,ow,, 
produced md pu1 Into plpcllna, tlllka, or poob md ps lines ot ps IIIOngc, IDC! my oihcr rq,oru or rooorda which die Ocacnl Land Office may n,qulrc t.o ~ thc sroa production, 
dilpOlltion md aurut value. In aU c:ucs lbe autboril)' ot • 1118ft11U' ot IJall lO act for lbe 1-bcrdD mUJt be filed ID thc Gcncnl I.Mid Office. Each royalcy ~ cot abalJ be ~s-led 
by I cbcclc 11\lb, adlodulc, IUIXUIIII)' or oCbcr rcmlttmcc advice abowl.ng by thc uslcncd Gcncnl I.Mid OOloe lcuc Dumber thc .... OUDI of royal\)' being paid Oii cacb lcuc. lf leSJcc Pl)'J his 
royalty oo or before thirty ()0) day, after lbc royal!)' ~ c:ot wu due, lbca Lcucc owes a paialu, of S% on the royalty or SlS.00, wblcbcver la grcatcr. A royal ty P')'IDCDI which la ova- thlr1y 
()0) day, IJIC ahall eccruc I penalty of I 0'4 of tbc royalty due or ru .00 whlcbcver la p-ca1er. lo addition to a paialcy, royalties aba1J eccruc interest It I rite of 12% p« yer, IUCb lolCl'ell will 
bcgia accruJna wbm lbc royal!)' la ~ (60) day, OYa'Ckle, Afliclmts md supporliq docwncnts wbldi IR D0t filed wbm due aba1J Incur a penal!)' I.a ID llUOWII Id by the 0cocraJ Land 
Office edmWJlndve rule wblcb la dfoc:dve oo thc dMe wbm lbc affidavits or IIJPl)ottlng docwlcnts wa-e due. Tbc Lessee aba1J be.- aU rapoosi'bilicy for pay{na or c:awlna royaltles IO be 
peld • prcscn'bod by thc due date provided bcrdn. hymcnl ol thc dclhaqucacy paiall)' mall ID DO WJ(j opcnto ID prohibit thc Slad1 righl of forfd lW'C u provided by law Dor act IO postpOIIC 
lhc dlllC oo wb.ldi royalties wa-e onaiDaUY due.. Tbc above penal!)' provislou aba1J not apply lo cucs al title dilpUIC u to tbe Stat.di portion o( thc royally or to tblt portion of the royal!)' In 
dilpUIC u IO fair m.td value. 

6. (A) R.F.Sl:RVES, CONTRACT'S AND 011CER RECORDS: Lcucc aba1J muually (urulsb tbc CornmJuioocr ofthc Ocacnl Land Office wifb its bcsl poaible cstlm.ic of oil and p1 

,--underlying diia lcuo or aUocablc IO tbia lcuc md ahall furnul, aald Cornmln lon« with oop{c:t oC all OODlnCU mwScr whld, pa la sold or proccssod and aU subac,qucnl agromicau ad 
IIDCIDdmma to IUCii cootrKU withla thirty ()0) day, atlcr aucring llllo or making IUCb COOlnCtJ, 1aar-ncnt1 ot ammdmCIIIJ. Such cootrKU end agrcc:mcnu when l'llCd vod by lhc Ocacnl 
Lmd Offioc lhaU be held ID coofidcocc by lbc Oenen1 Lmd Office mlcu ocbcrwuc llllborb:cd by Lcucc. All OCbcr OOlllrlCU md records patalDin& to die produc(loo, ll'IIUpOrtltioo, sale .ad 
a.1c.cdng o( tbe oil md pa produced oo aald prcatlaca, lncludin1 lbc boob md IOCOUDU, rocdpu and ~ o( aU wdll, tmb, poolJ, mCl.c:n, md pipeline, mall It aU tlmcs be subJocc ID 
lupcc:tloo md cxmnlnadon by the CommluJoocr of thc Ocacnl Land Office, tbe AllOnle)' Ocacnl. thc Oovernor, or the rcpramlatlve of 1111)' of them. 
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(B) ORJLUNC R£CORDS: Writtca llOCioe o{ all opcralioru on dilJ I-ah.all be submitted to tbc c.om.mtssloocr o{tbc Gcnc:nl Land Offioc by Lessee or opc:nLof live (S) ~ before 
lpOd d8lc, ....or1coYcr, rc-cnlrY, lcmponry llbmdc,maCD( or plu& and -,doamc:ot o{ my wdJ or wdla. Sud! wnucn DO(Jce to lbc Gcnc:nl Land Offioc abaU illclodc copies o( Railroed 
o..u.t.loa fomu for iippliadoo IO ~ 0..,. ol wdl IC:SIJ, oomplcdoo rq,orU and pluuiq rq,orU abaU be supplied to the Gcnc:nl Land Office • 1b.e time Ibey - li.Jed wich the Tc:xu 
bilro.t CommJuloa. '-- ah.al.I aupply tbc Gcocnl Land 00'."toc wich aoy rcoords, mcmonoda, *XOUDIS, rq,oru, cutti.np and cores, or ocher buormatloo relative to tb.c opcnlioo o( the 
~'bod prcmtscs, whkh may be rcqucstod by the Gcnc:nl l..-1 Offi«. In additiOD to tboac bcrcul c:qnssly pnMdod for. Lessee aha1J have ao c.loc:u,cal and/or radtoeccivity ~ 
aadc OD lbc boro-llolo acc.tlOll, &om tbc baJe al the Mfaoc cuia& to tbc total depth of wdl, of all wd1s dn1led oo lbe above dcsai'bcd prcmbcs aod 11wJ trmsmit a IJ\IC copy of the loa of each 
..vey oo cacb well to the Gcnc:nl Land Offioc wichln fiftoca (IS)~ after the maldn& ol II.id ,uryey. 

(q P£NAL Tl F.S: i.- aball lnc:w- a penalty~ rq,oru, docwncnts or other maicrials arc IIOt filed In tbc Ocncn1 Laod Off.ICC wbal due. The penalty for 1-1.c fillil& aha1J be Jd 

by lhc Gcnc:nl Land Office admin!Jtr.dvc rule wblch b effective oo tho dale wbca the m&lcnals WCR due In the Gcnc:nl Land Office. 

7. RETAINED ACREAGE: Nocwithstaoding aoy provi.doo oC dilJ leue to the oootnty, aJ\cr a well producing or capable of producin& oO or CU bas bcal oomplcc.cd on tbc lwod 
prcmlscs. Leacc lhall cxcrclJc the diligcocc of a rusonably pnidcnt operator In dtillin1 IUCh additional wdJ or wells u may be reasonably ncccssat)' for tho proper clevdopmcnt of the leased 
prcmbcs and In marketing the production thcrcoo. 

(A) VERTICAL: 111 the evcot dilJ lease u in {on:o and d'fcct two (2) ycan aJ\cr the CJq)indoo dalo oflho prima,y or cxtcodcd term II shall thca Lcrmhwo u to all of the lascd prcmbea, 
EXCEPT (1) 40 acrcs IUIT'OUDdlng each oO well c:ac-blo of producing In paying quantities and 320 acrcs IWTOUDCllng each ps wdJ capable olprodudna In ~I quantities (lnclodlna a abut· 
• oO or ps wdl u provided In ~ 11 hereof), or a we.II upoo wblcb Lessee b then capgcd In ooolllluow drillin& or rcworldag operations. or (2) che number of acres Included In a 
~ pooled unit punuaot to Natural Raoutca Code Socuom 52.IS 1-5l.lS3, or (3) such greala or•- number of acres u may thca be allocated for productiOD purpo1e1 IO a pronlioo 
.it ror C*:h alCb prod.udna well under the rules md regulations of the Railroed Commluloo of Tcxu.. or any ~ qcocy, or other govcmmc:ow authority bavina jurisdlctloo. With.In 
,o dql o( a f*tia1 I01D.lnatioo al lbls lease In IIClCOC'daoc:c wich dilJ subpara&rlqlb and upoo paymc:ot o( the minimum lilla& fee Jd by Gcnc:nl l..-1 Office rules In c:ffocc ll the time o( che 
..... ~ i.- lhaU haYC the right 10 obtala a M"UCO 1euc for blvca and cvca on aod - the ICl"IIUIWOd pordoa of the leuod prcmbcs u ~ be IUIOGlbly llCCCUIIY for tho 
~ opcntioa ol Cho p()fdou al Cho 1euc rcm.alnlq In force and dfca. If Lc:srcc fails to 8"PIY for a aruoc 1euc with.In tbc 90 dq period tpCCUied aboYc.. Lessee m.-y apply for a 
.<ace lcmo &om lhe Land Office, but lbc Land Commlsslooa-lw lhe cluc:rcdoa IO p'&llt or dcay IUdl applicauoo aod IO Id the fee (or such uf.co lcuc. 

(B) IIOIUZONT AL: In the CYaU this lea.sc IJ In force llld dTCCI two (2) ycan aJ\cr tbc expiration dalo of tbc primary « cxtc:oded tam It ahall fwtba tamlnatc u IO all dcptha below 
100 feet bdow the total dq,cb ckilled (bcrclnal\cr- •dcq,cr dcpchs1 In adl wcU loc:atod on .c:reap rua1a.cd In Pvqnpb 1 (A) above, lllllcsa on or bdorc two (2) ycan a.t\cr the primary or 

• cxtcDdcd 1a111 i.- p.y1 111 amOlml oqua.l lO ooo-lwf ( I fl) of the boo us oripn.ally pud as ooo.si.dcndoa for dilJ lcuo (as lpCICificd oo pqo I bcn,ol). If aid! MDOUIII IJ paid, dilJ lease aha1J 
be In foroo md dfocc as IO IUdl doq)a- dq,Chs. Md Aid 1cn11.wtlon ahall be dd.-yod for III additional period of two (2) yan and IO loci& tbcrcal\cr u oil or gas b produced In ~ quantities 
&om such doq)a- dcpchs OOYCrCd by this lease. 

(q lOfNflFICATION AND IIIUNC: The IUl'!IICIC acrcaio rewncd ben:undcr u to each well ah.all, u acatly as pncdcal, be In the form of a lqUll"C wich the wdl localed In the ococa 
~ . or lldl ocher IJbapc as may be IPIJl'OY'od by tbc School Land Bon. With.In th.ir\Y (30) days aJ\cr partlaJ laUllnatioo oC this lease as provided badn, Lcsscc &hall cxccu.to and roc«d a 
n,lcac or rdcmcl coataia1q a ~ 1epl dctcrlptioo of tbe acrcaio md/or dcpchs DO( retained bawndcr. The rocordcd rclcasc, or a ocrtified copy ol Ame, lhall be li.Jcd In tbc OcncraJ 
Land Offloe. ~ed by Cho film& (cc pracn'bod by the Gcnc:nl Land Offioc Nies In df occ oo lhc dale lbc rel- 1J li.Jod. If Lcaco rau. or rdusca IO cxOCUlc and record IUCb rc1- or 
,,..._ .,.... tuDOI)' ('90} dql id'la-bdq rcqoalCd IO do IO by Cho Omcnl Land Office, tbcn the Commlsslooa- Ill tu, Ide dl.tcrctioo m.-y dc:apu,IC by wriu.ca lmcrumc:ot tbc &aQ&C ao,d/or 
~ IO be ...-,d MnUDdcr and roc«d mch lnstnamcat Ill Lcuce'1 c:q>c:o.M In tbc coum.y « counties wbcrc tb.c lcuo b 1oclll.od and In lhc official rcccnls o(tbc Gcnc:nl Land Offioc and 
.:ti ..... ..,._ ..ii be bladln& ~ Lc:srcc for all JIWllOICL If II any time di.er lhc dT ccti vc dale o( the f*tial ICr'lllin.tloo proviJlons bawC, the applicable field Nies arc cbao&cd or cbe 
wcll or -a. loc;,au,d daercoo arc rcclaulfied eo tblll less -ae b lbc:rc:allcr allocalod to II.id well or wdlJ for producdoo parpoecs, dilJ lcasc shall lhawpoo IC:rmlmt.o u to all -ae DO( 

tlicra6er ~ to Aid wdl or wells for produc:doa purpolCS. 

I. OP1'SZ'r WELLS: If oil md/or cu lhou.ld be produced In commc:rdal quantities Crom a wdl loc:atod oo Imel privudy owned or oo Slalc Imel kucd III a lcucr royalty, wbkh wdl b 
wtllill - ~ (1,000) feet oltbc area bdudod t.adA, or wbldl wcll b drualq lhc area OOYCrCd by Ibis lcuc, tbc Lcsscc .iwJ. ..-ithln ~ (60) dl,)'I a.t\cr mcb Initial producdoa !iom 
......... well « Cho wdl loc;,au,d wi1hlD CDC Cbou8lld (1 ,000) feet &om Cbc area OOYCrCd by lbil 1cuo bep In sood Cailh and proeocule dili&aidY Ibo ct{lliq of Ill o&d wdl oo tho area 
_.. l,y t,a i-., md ma c,«m well lllall be &illcd IO IUdl dq,cb II may be -,, IO p'C'lalt fbo wnctuc dnlnqc o{ Cho area OOYCrCd by this lcuc, md Cho Lcucc, mmap or drillc:r 
.. w 1111 - _,- la a sood fiudi drort 10 ,n8li;o IUdl off...c wdl produce oil wJI« po ID ~ quamitlea. Only llpOO tho dccerml,udoo ol Che Ccmmiuioocr -S with "11 
~ ~ ~ tho ~ ol a oomi-,atory royalty IIWly Che obliptioa to Mil III otr.d well or wc.111 requlrod under lbls ~ 

J . DRY DOLIUCESSA TION OP PllOOUCTION OUIUNC PRJMA.RY T£RM: lC, durin.1 the prima,y tam hcroof aod prior to di.co-,, aod producdoa of oil or ps oo II.id laud, 
i-1111,oa&d drill a dry lldc or~ ~ or If durioa the primary ICnD bcrcol and aJ\cr the cilJcovuy and ldUal produdloo oC oil or ps &om the lcuod pn:mlscs such procb:doo tbcno( 
*-lei - ~ m.y -. 11111 lcue lhaU IIOC IClr1llluto I( om « bdore the c:xpindoa of ~ (60) days &om date al oompldion o( II.id dry llolo or OCIAlloa of productloo Lcaco 
--eddidoul clril1bl& or l'CWlnDII opc:ntlou ~ or ,,.,._ or lcOdcn lhc DCX1 aoau.al delay rcmal In the - manner u provided In th1J lcalc. If, duriq tbc last ,._- o( the 
prlaury am or wkhla sixty (60) it.yi prior tbcrdo, a ~ bole be oomplccod and llbmdonc:d, or tbc produc:dOD ol oO or ps lhoald oea,c for any -, Lcacc'1 riahts llwJ ranam In full foroo 
md dfed wklloat fur1hcr opcndcm m1iJ Cbc ciq,l,1llioa o(Cbc primary leoll; and lfLcaco lw DOC l'CIUIDed productloo In~ quantities ll the c:xpindoa o(lhc primary lcrm, Lcaco-, 
_....11111 lcue by _.t.eoiq llddidoul cki11lq or l'CWlnDII opcntlom punumt IO,....,.. 10, uiq die c:xpindoa o{ the primary tam u tho c181c of ocmlloo ol produc:doo UDdcr 
......,,.... 10. Sbould tbc tint well or my~ wdl Mllcd oo Cho &bow cbcribod land be oomplcc.cd u a shut-aa oil or pa wdl wlib.ln lbc primary ICnD bcn,oC, i.- m.y -e 
,.,--a(.., -.i ,._.. la Cho - - 11 provided 1-cla om or bdore the rem.J JNIYUll dat.o Collowlq Cho c:xpindoa o{ ~ (60) days Crom the dale o{ oomplcdoo ol mcb shal-aa oil 
« IM -a md .,.. dlle Calhn IO ..ice IIIC:it .,.,...-. lllb lcmo lhall lcJeO '-*> lcnllln.u. 1f Ill the c:xpindoa of Cbc primary 1a111 or my lime tbcrcaL\cr II shut-at oil or ps well IJ local.cd oo 
.., i-c1 pnmi-~~be ma la accordaooc whb the shut-at proviJlons bcrooC. 

11. CESSATION, DIUWNC, AND UWORJCINC: If, id'la- Cho c:xpindoa al die priaury 1crm, productloo aC oil or p1 from the lcuod prcmlxa. 11\a" ooco obtaiDod, shollld ocue 
._ my -, 11111 kae shall DOC .....- IC 1---ldditloul *i11lq or l'CWlnDII opcndool wiAhm ~ (60) dl,)'I al\cr -* CICNlll1oQ, and dilJ lcue lhaU ranam ID ful1 
boe ..t .«ec:11 for eo loac • .cfs ~ OODl'-e In sood &lib and ID worbn.m1lko - wiflaoul ~ 110Ca1Jai more lbao sixty (60) dl,)'I. lC IUdl dr!1l.lq or l'CWlnDII 
~ ,-II In Cbc producdoo of oil or ps.. cbc lcue lhaU ranm In full foru and drCCI for eo loac II oO or ps IJ produced from the 1cuod prcmbca lo ~ quaolitics or ~cat ol 
.,..4 oil or p1 wcll royaltia or~ ol com.--o,y royal.Ilea b made II providod hcrda or u provided by law. If lbc *i11lq or reworidna opcntlon.s ,-tt In tbc oomplcdoo al a well 
• a "1 loole, Ille lcue will DOC lcnllmlllO If the a.-comm- additlooal ..rutn& or mwoddq O{>Cftllons within~ (60) days al\cr tbc oomplcdoo o{lbc wdl u a ~ bole, and lbls 1cuc 
lhall ,_... ID .«occ eo loac u i-ooatioua ~ or rewooidng opcndons In sood Caleb and la a ~ IUllllCI" wilboul lnla'Npdons totaling more !baa ~ (60) dl,)'I. Leacc 
lhaU Jive writtca nocloc IO the Ocncnl Land Office wlthla lhlrty (30) days o( cy ocuatioo or produc:doa. 

I L SHUT-IN ROY AL TIES: For purpoecs o( lh!J l)lnlnPh. •well• means any wdl that lw bcal asslpiod a wdJ number by tbc stao aaaicy havina juriJdlctioo aver the produc:doo of o0 
md ps. 1{ 111 my limo lftcir Cho cxplndoo o{ the primary ICnD ol a lcue tb111, mcil bc:in& abut ID. - bc:in& IIWll.wncd In (oru and dfoc:t, a wdl Clplblc o{ produdq oil or cu In ~ 
~ Is loc;,au,d oo Cho lcacd prcmlxa. but oil or p1 b IIOt bc:in& produced for 1ac1c ol suitable productloo fadUdes or 1ac1c al a suitable ~ tbc,a Lcucc mq ~ u a shut-bi oO or cu 
royal1Y III mDOUDl oqua.l to double Cho aoau.al rmtal providod le the lcao, but aot lea lhao Sl,200 a,._- for C*:h Mil capable ol prc,dQclq oil or ps ID p.yl.na quami.tics. To be dTcctive. 
C*:b ln1tlal ... -bi oO or p1 royalty lllml be paid OD « before: (I) lhc c:xpindoa ol tbc primary 1er111, (2) 60 dql al\cr the Lcace ocucs to produoe oO or p1 Crom the 1cuod proml-. or (3) 
60 dl,)'l lfter i-oomplda a .nlina or rewCllidq opcndoa In ~ wllh Che lcuo proviJlons; whldicwr date b IIIIClll. If lbc ihut-bi oil or ps rorallY b i-Jd, the lcuo sbafl be 
ooaadcnd eo be a produdq 1cue and Cho pqmcn1 &all ca-s Cho -.oe Cho lcue for a period ol ooc .,._ from tbc end ol lhc primary 1crm, or &om lhc lint dq ol Cbc -lh r~ tbo 
..ooda • .,\ldi productloo ccaod, md, after that, I( mo aulublc productloo fac:rutica or aultable aurlcd (or the oil or p1 exists, Lcace uy cxlCOd the lcuo (or (our men succealvc periods o( 

ooc ( I) ,-- by ~ the - mlOUIII C*:h re-- oa or before the c:xpindoa ol adl abut-aa yu,. 

11. COMPt'.NSATORV ROYALTIF.S: I!, durill& lhc period lhc 1euc b lcq,( In dTCCI by ~c:ol ollhc abut-la oil or ps royalty, oil or ps IJ eold md ddlvcrcd In JM01lll qu.aotides 
from a wdl loaAcd within ooc tbouADd (1,000) fed olthe leuod prcm1- and oomplcc.cd In tbc umc ~ rcsO'\l'Olr, or In any cue In wbkh dnlnqc b ooc:urTUl&, lhcrigbt to oootinuc to 
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..uJtaia tbc lease by payi.111 lhc abut .... oil or ps royalty ahall cc:uc, but lhc lease abalJ ranain dTocuve for lhc rmwndcr of lhc year for which lhc royalty lw been paid. The Lessee m-r 
uD1Aia tbc lease for four more IUOOCUive ycan by Lessee payi.111 compcusacory royalty at lhc royalty rmc provided lo lhc lease o( lhc maritct val11e o( producdoo from lhc wdl cawing the 
*-up or .,..i>lcb lJ complctod lo die same produc:uic rcsc:rvolr and withla one lhouand (1,000) feet of lhc lcascd prcmlJC:S. The compca.ucary royalty Is to be paid monthly to the 
c.oa..aw.loocr bepnru.ag oa or bd<n die Lut day of die mooth followin1 tbc month lo wblcb the od or ps Is produced from lhc wdJ causina the dn.lnage or that ia completed m the ume 
~ rcsc:rvolr and localed witb.lo ooc lhousmd (1,000) feet or the kascd prcmucs; If lbc compcnwory royalty paid lo any 12-month pcnod lJ 111 an IIDOWlt lcu than die annual &hut-in 
oil or p1 royalty, Lcuoc lhaJJ pay u amDIUlll equal to the difference within durty (30) ~ from lhc cod of lhc 12-<nooth period, and oooc of lhcsc: provisioas will rdievc Lc:ssce of the 
oblipdoo al reasonable development aor the obllptloo to drill offset W'Clla u provided lo N.R.C. Scc:doa 52.0J.4, bowcWlr, at the dctcnnloatloo of lhc Commissioner, and with the 
Commlmooct'1 written approval. the paymco.t ol compcnwory royalties abalJ &atisfy the oblipooa to doll offset "'du Compensatory royalty ~c:nts wblc.h 8l'C ooc ti.mdy paid will ocaue 
penal.I)' 1DC1 lolCRSI lo 8CCOldanoc with Pwalf1l)b 5 of thlJ lease. 

13. EXTENSIONS: U: at the cxpn(IOD o(lhc pnma,y term ofthu lcuc, productioo of oil or ps lw ooc been obwoed oo the lcascd prcmucs but dri.lllog opcntloas ll'C beuig cooduc:1cd 
thcrcoo lo eood faith and lo a eood and worfananlike mamcr, La.see may, oo or bd<n the cxptrabOII o( the pnmary term, file lo the Gc:nc:nl l..and Office written applkatioo to the 
Commissloocr o( the Gc:nc:nl Land Office for a thin)' (30) day cxtcmioo of thu lease., accompanied by payment of Three Thousand Dollars (SJ,000.00) if thlJ lease cova,i six hundred forty 
(640) eacs or lcu and Six Thousand Dollars ($6,000.00) If thu lease cova,i more than six hundrcd forty (640) IICllU and the Commissloocr &hall, lo writing, CXICDd thu lease for I thin)' (30) 
day pcrlod from and al\cr the c:xpiratloo of the pnnwy term and ao looc thcn:al\a u oU or ps ia produced in payina quanutics; provided fwther, tbal La.see may, ao looa u such drilling 
opcndoos arc bciJlc cooducted make lile appllcauoo and paymco.t durin& any thuty (30) day cx.1cndcd period for an additiooal cxtcosioo of thin)' (30) daya and, upoo rccdpt of aucb 
IIIJl)llc:atioo and payment, the Commlssioocr lhall, in writing. again cxtcod thu lcuc ao tbal umc aball remain lo force for aucb additiooal thirty (30) day period and ao loog thcrwler u oil or 
ps ia produocd in paying quantities, provided, howeva-, tbal thu lcuc abalJ ooc be extended for m<n than I IOlll or lhrcc blllldn,d ninety (390) day, from and al\cr the cxplratioo o( the 
primary term u.nlea productioo in payina quantities lw been obwncd. 

1'- USE OP WA TEil; SURFACE: Lcuoc ahall have the right to u.se waler produced oo &&1d land ncc:awy for opcntioas bcm,odcr and aoldy upoo the leased premlscs; provided. 
~. La.see &hall ooc u.se potable water or Wiier awtable for Uvcstoclc or lniptloo purposes for water Oood opcnti001 without the prior written consent of Lessor. Subject to its obliptioo 
IJO pcy IUlfaoc damqcs. Lc:sscc ahall have the ricbt lO UJC ao mudi of the aurfacc of the land that may be reuooably occessary for drilling and opcntin1 wdls and tnnsportlng and manccting 
tbc ptOducdoo thawom., auch u.sc IO be coodlac:tcd under coodltioos of least injury to the IW!acc of lhc land. Lcascc ahall pay IWfaoc damacca in an amount act by the Ocncnl Land Office 
(cc acbcdule which ls cJiocuv,, oo the date wbCll the activity requiring the P9Y1Dent of IWfacc dam11e1 occun 

lS. POLLUTION: 14 ~lopu11 this area, 1-a.hall use the blpcst dcvce of care and all proper aal'csuardJ to prcvcot pollution. Without lunltin& the Coreaol.ng, poUutloo of oouw 
-.Landa, utuRI wataw1y1, riven and Impounded water a.haJJ be pn:vcatcd by the UJC o( cootalnmait facilities auffid cnt to pn:vcat ,pillage, acq>a&e or ground waler ooataminal.ioo. In the 
eYCOt al polllltloo, Lc:sscc ab.all u.sc all mcaiu a& Its ~ to rcc:apturc all CICllpCd ~ or odicr pollutant and abalJ be rcspoosi'ble for all damage 'IO J)llblJo and priYl!c properties. 

(A) UPLANDS: Lcucc mall blllld and maintain (coca around rtl dusb., .ump, and ~ pits and tank baUmca ao u to prolCC( ll\laUIClc against 1oa, damage or injury; and upoo 
compldioa or abandonment of my wdl or wells. Lc:sscc ahalJ fill and kvd all dush pits and ccllm and oomplctcly dean up the dri.lllog lite of all rubbub thcrcoo. 

(B) SUBMERC£0 LAND ! No di.tdl.wJc of aolld wutc or prt,q,c aball be allowed loto Stale~ from any clriJJ.iq or auwort va.aclJ, produc:doo platform, acw or supply boat, 
IMrsc. jack-41p ri1 or o!bc,r oquipmcat loailod oa the lcuod area. Solid wute abalJ iDcll>dc but sball DO( be limltcd IO cootalncn, oqu.ipmm1, nibbuh, pluuc, pus. aod .,Y ocher man-cnado 
~.dablc itmu. A AID mlUl be~ lo a blcb traffic area oo all YCUds and mmacd piat{011111 aw.iAI, "l>ucli.mp of any aolld wutc or prbqc ialo Sat.c Wau:n from YCSSCIJ 
or pud'orm, " l(ricdy prohibhcd IDd may aubjea I Stale o( T CUI lease IO (orfci.wre.. Such ltalallco.t abalJ be in lcucrlna o( a( lcut , • in alz.e. 

(C) RIVERS: To the CXlal1 aeccsmy to prevail pollutioo, tbc provisions found in IUblcctloos (1) and (b) o( thu parall'l)h lhaJJ alao apply lO riven and riYCtbcda.. 

(D) PENAL TV: Falhn IO comply with lhc rcquirc:m.cnts ofthls provl,loo may .-.It lo the maximum pmall)' allowed by law Including forfeiture of the lcuc. Lcucc ahall be liable for 
tbc clmuca cau.,cd by auch whn and any oom and cxpcDJCI iDcurrcd In clcmlnc lll'CU affcctcd by the diJcbargcd wutc. 

1'- ID!NTIFICA TION MARKERS: r...cs- ahalJ croc:t, • 1 diJtaooo DO( ID ex:cccd lwall)'-6w (2S) Ccc:t from each wdJ oo the prcmbcs CCMrcd by thu lcasc:. 1 legiole ligu oo which 
..0 be IIIIICd tbc ume oldie opcnter, tbc ~ dcsignadoo and tbc wdl amnbcr. Where two or more W'Cl1a oo the ume lc.uc or wbcr-e W'Cl1a oo two or more leases we ooaocctcd to the umc 
t8111t blacry, wbcchcr by lndivldual flow line OOIIIICCOOGJ dIR,ct ID the lmilt or tanb or by uc of• mwtiple header ryatem. each line bctwcco each wdl and aucb Wik or header aba1J be lcai'bly 
ldmdfiod • all timca, dthcr by • firmly llltaCb,cd 111 or plalc or m ldcatiliait.loo propa1y painted oo auch line at • dlJtlDCC DO( to exceed three (3) feet from auch tank or header COOJICCtloo. 
Sad AID', tap, plates or odicr ldcati.ficadoo aurlc:n lhall be malotalncd in a lca,ole ooaditioo throughout the term of this lcuc. 

17. ASSICNMENTS: The lca,c may bo transfcm,d at Ill)' t.imc. All tnmfcra must rd'cn:ooc lbc lcuc by the file number and must be recorded in the OOUlll)' where die area LI loc:atcd, and 
die rocordcd tnoa{er or • oopy ccttiliod ID by d>c Counl)' Oen: ol tbc OOUlll)' wbcrc the llmlfer ia rocordcd must be filed lo the Gc:nc:nl Land Office within nlncty (90) ~ o( the cx.ccutioo 
dMc, • provided by N JLC. SoctloD Sl.026, 11000111i-iod by the fillq rec p,acribod by cbc OancnJ Land Office rules lo effect oa the dale al rwcipt by cbc Oc:ocnl Land Office o< aucb 
--.Ccr or certified oopy tbcrcoC. Ewry cnndcrcc abalJ auccccd to all richta and be IUbjcct IO all obliptlooa, UahiUtica, and pcnaltles oMOCI lO the Stat.c by the oriclnal lcsscc or aay prior 
nad'crcc olcbc lcuc, lnchadiq aay Uabllitlca IO the._ for anpald royaltica. 

II. ll£Ll.ASES: Lc:acc auy rdca,c tbc ri'.&bta pmlcd bcmmdc:r ID die Stat.c at any time by rocordinc the rdcuc lo the 00\lll(y wbcre thlJ area LI altualcd and filiq the recorded rclcasc or 
-,;6c,d oopy ot ..... In Ibo Oancnl Land Offioc wlibln ~ (90) ~ aJ\cr ks cxocutloo aocomrlcd by die 6.llq (cc pocn'bod by the Oc:ocnl Land Office rules In dfcc:t on cbc dale o( 

,'IICCipt by !be Oancnl Land OOJco al IUc:h rdc:uc or ccnificd oopy lbcreoC. Suda rdQN will DO( li.aYC tbc dfcct al rdcuiq Lc:acc from aay Uabllily lbcrdolorc accracd in r.vor of tbc Stale. 

U . Ul'..N: la acoonS.cc willa NJLC. Socdoo n.136, ibc Stale lhall uvc a 6ra llcn ui- all oll lDd pa prodllccd Crom !be area CCMrcd by this lc:uc co accurc ~co.t of all unpaid 
rorall)' -.I odacr -=a al_,. due ...y booomc doe~ lhls 1-c.. By 8CCCp1.- o(lhls lcuc, Lc:acc pWDlS the Suite, in odditloo to the Uc:n provided by N..R.C. Sccuoo Sl.136 and aay 
aCbcr ~ lt.lMOfy lien, • cxprcaa coolnlCCU&I Uca oe IDd aocaril)' iala"cst lo all lcatcd llliD«aiJ lo IDCI cxtncecd from tbc lcatcd pn:m1,ca, all prooccds wbldl may .oc:n,c to Leacc 
6-- .. Ale al IUc:h lcucd mincn1a, whdh« IUCb proceeds arc bdd by Lc:acc or by a dtlrcl '*'>', IDCI all fixwrca oo and impnM:,ma111 to tbc lcucd prcmJ,cs ucd In CODOcctioa with the 
prod,lc:,lioa or prooc:uiq o( IUCb lcucd tnlncnb In order ID accurc tbc pcymcnt al all royalt1cs or ocher mnounts clue or IO become clue llndcr lhls lcuc and IO accurc ~c:nt of any damages or 
loa duc ~ auy suffer by -- al Lcuoc'a brad, ol my oovauat or oooditioo al this lease., wbdhcr cxprcu or Implied. Thu Um and ac,cu;ty inlCRSI auy be foreclosed with or 
wliboat -.n prooocdinp In tbc manDcr provided lo tbc Tille I , Chptcr 9 al die T cxu Buancu and Commcrcc Code. La.see acroca chit the Commiuloocr may RiqUlre Leacc to execute 
-' reoord aocb uutnlmCll.ta u auy be rcuooabty nocc:a.y ID eebow\cdac. lll1ldl or pafcct ebb lien. Leacc hereby rqnaaita that there arc no prior or IUl)Crior Ue111 arlJlna from and 
........ ID l...cuod1 acdvltles upoo the llbovo-dcKn'bod property or Crom l...cuoda acquisitioa al lb.la ~ Should the CommlJ.dcocr • aay time dctcrmlnc that thlJ rq,rcacntatioo lJ not INC, 
lbCII ibc Commlsaloocr may dcclarc this lease forfeited u provided herein. 

10. PORnJl'URE: lC Lcucc ahall Cail or rdUIC to aub the ~ or my awn widiin thirty (30) ~ aJ\cr It bccomca clue, or If Leacc or• audiorizcd agent abould know!nily mw 
aay &l,e rctum or fal.lc report ~ producdoo or drilllo1, or If Lcucc lhall Cail or rcf11.1e IO driJJ any olrsct wdJ or wells in Sood faith u rcqulrcd by law and the rules and n:gulatlOOI 
~ by the Comm.wioacr ol lhc Oc:ocn1 Land Office, or If Lcucc llhould Cail to file rq>ortl in the manner rcqulrcd by law or Cail IO comply with rules mid n:gulatlOOI promwptcd by lhc 
Oancnl Land Office, the School Land 8-,1.. or Che ~ Comm.wloo, or rcfux tbc proper autbori.ty access IO the ,-'Cb pcrl&inlq to opcnt.lona. or If La.see or ., autborimd 11cnt 
lboald lmowio&IY fail or n:l\uc to &fw corrcct inforaudoo ID !be proper authority, or kllowlqly fail or rcf11.1e ID (umlsh the Oc:ocnl Land Office I correct lo& of aay wdl, or If Lcsscc ahall 
lci,oo,oiqly vlou&c my altbc mJIIC:rial pnMslot:u al this lcuc, or If this lc:uc b udpcd IDCI die uaisnmc:nt la not filed IA die Gc:nc:nl Land Office u rcqulrcd by law, the rights acquired UDdcr 
tlala '-c ahall be ~ bjcc:t to forfeiture by die Com.mls:aloocr, IDCI be, ~ forfeit lllllC wbco lllffidently informed of the f.ac:u wbkh lldhori1.c • Corfdturc, and wbco [orfdtcd die lt'CI aball 
apla lie IUbjcct to lca,c ID the lupca bidder, -S..- Che same rcgulatloos cooll'Ollloc the orlpnal aale al kuca. llowcwr, DOthlq bad.a ahalJ be ooostrucd u walvlnc the autom.atlo 
tcnD.iutioa ol thlJ lcuc by opcndoa ol law or by n:uoo ol my spocial llmltadoo 11UU1g bcmmdcr. Forfcltwu may be act uldc and thlJ lcuc ..id all rigbta thcreuDdcr rclo.swcd before the 
rict,a al .aolbcr bltcrva,c upoo aaw:Caa«y rndCDoc to the Comm.wloocr al lhc Gc:nc:nl 1.-1 omoc of ruturc compliance wlda the provlaloas o( the law and of this lease and the rulca and 
rcpl.atioca chit may be adopted rdati~ bcrcto. 
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ll. IUV£RB£0 TRACTS: ID tbc - d:liJ lease COYm a riYatlcd. Lcacc b badly lll)OClfica11y srmtcd lbe np ot-i- cloawa and -,dc,mnet- aa prvYldcd (or 18 N.R.C. 
Soc:docu Sl.091-Sl 09), as a pe,1 o( the coosldcrallon IIIOYUIC IO Lcuor for lbe oownants bcrdn mado by Lcuoc. 

11. APPLI BU: LA ANO DRJLLINC RESTIUCTIO : l\lJ lcuc sh.all be subjc,ct 10 all rula llld RpldoGs, and --,dmcots lbc:rdo, promwpcd by 1be Canmluiooer o( 

~ OcncnJ lAnd Office 10\IU'IUIII millina and produc,na opcn!loru on Pcnnancn1 Free School Land spcciCICally lndudui1 aay nilcs prcxnulpted that relate to pl1111J of opcnbOm, ~cot or 
~ llld audatinc proccdurca, ..ct sh.all be subjc,a IO all ocher valld --111cS, Nia, rqulAidoas, ordcn and ~ chat may aJToct opcntioaa under the prowioaa of this le&sc. Widlout 
liiaJdaa tbc ceocralil)' o/tbc fOlq'OUII. La.Jee bcrcby ap'OCI, by lbc ICCqltmOc o/dJ.iJ !cue, IO be bowld by and IUbjc,a IO all--,. -s R,ulato,y provuiou l'CUIWII IO I.be Ococnl I.Md 
Offioda IUdit billin1 IIOlicc and IUdit bcarutp procodurc,. Said J)l'OYUloaa arc CWTCDtly (ound 111 l I Texas AdminlA,i,YC Code, Ouptcr 4, IDd Tau NannJ ~ C.odc Scctioaa n 135 
..t Sl.137 lbrwp Sl.140. la tbc evau dJ.iJ lease OOYU'I land 6w,duJc,d or lcuc:d or odicnriJc u.scd by a uvipllon diJlnct or by the UIIIIA,d Sl.ltcS (or Ibo pwi-c of a.av!pdon or ocbct 
P9llC* lnadc:nt to the opcntion ol a pon, dica Lcsscc lhall DOt be cn.btled IO cntct or poac:u sadl laad without prior ~ a pnMdcd IIDdcr Scctlon 61 117 of lbc Tau Wm,;,; Code, but 
t- lhall be cotitled IO dcYclop Neb land for o,1 and p1 by duutioaal dri1wi,; pnMdcd, bowcYa', lhll 80 -<- *'11"'& locatlon ...y be - Iha 660 Coct me! lpCdal pc:n,llaloa from 
tie Commudoacr of the OcncnJ LIDd OOJoc It i,ccasa,y IO male any airfKC loc:atioa nearer than l,160 (cct measured II richt anclcs from the DeMat bwlbcad line or from the DCal'CII 

~ bottom cd&c of 111y dunnd. d ip, or llll'niq basla ,...11Jda lw boca IUlborbcd by die Ullltcd Stltca u a fcdcnJ project for flllllrC COIIICNCtloa.. wb.icbev.- b -

ll. REMOVAL OP f:QUIPMF.Hl': Upon the 1em11natlon o{thlJ lcuc (or any cawc, Lcacc dwl not. In any cvait, be pcnnibcd to remove the casiaa or any part oftbc cqwpme11t from 
my producloa. dry, or abeodoncd wdl or wdls without tbc wnttca OOOJall o( the Commiuiona of lbc Oaicral I.And Office or hiJ aulhorixcd rcprcsalDW.-c, nor lball Lessee, wiU-1 lhc 
Miaai ClCXUCIII o< Pld Commissioner or hiJ autborircd rq,rac:otltiYC remove from Ibo loucd prmucs Ibo CUIIII or 111y other cqwpmcot, malarW, machincty, appl1allCCI or property ownod 
11,y l..cAoc and u.scd by Lcuoc In the dcYclopmcn1 and production of oil or cu thc:rdrom unul all dry or abandoned wdb have boca pluued ead unul all dush or rdl1Jc pall have been JWl)Crly 
filled ..ct all brokm or dlxardcd lumber, mKhinay, or clcbriJ lhall have boca removed from the prcmtJCS to the lllllfacuoo of the aid Commissioner or hb euthorw:d rcpn:sc:ntallvc 

14.. FORCE MA.Jt:URE: Should Lcsscc be PfCVU!tcd from complyina with 111y cxprca or Implied covcaant of lhiJ lease, Crom conducuna drilho1 opcntioos thereon, or from produdn 
oil ..tJor p1 ~ al\ct dfon made IA cood faith. by -- of-. rcbdlloa. riou, 1tru.a, f1re1, ICU of God or any Otd«, rule or rqulation of eo-umcotal authoncy, then while IO 
~ i.-•a obUplioa ta oomply with IUCb OCIYCIRlllt dwl be ~ upoo proper and AlisfldOr)' proo{ pracn!A,d to Ibo Commissioner o( lhc Gcocnl und Office in ~ o< • 
1-'1 oonte11tloa llld 1- dwl DOt be Uablc (or damage, for falhn IO comply lba-ewith (cxcq,t In the C\lall o( lease opcntlocu awpcodcd as provided In the rulcs and Rculalloos 
.doptcd by lbc School I.And ~ and lbiJ lcuo lhall be encoded while and 10 loq aa I.- b pc-cwnlcd, by Ill)' Neb C8IIJc., Crom drilllq. rewortda1 opcntioos or produdn, oil and/or 
ps from the lc:ucd prcmlsc:a; provided. however, that nothloa bcrdo -shall be oonsuucd IO awpcnd the paymcot of rcntalJ dunna the pnma,y or cxtClldcd 1cn11, nor IO abndac 1-'1 ri 
IUJ)Cllllon under Ill)' lpplJQblc --ute of lhiJ SUie. 

15. LUSlt SEC\JR.ITV1 1.-ab.all llllcc tbc hlpcst clcvc,c o( CIR and all proper uCegmrd, IO pnMCI laid prcmlacs and IO prewllt lhcft of oU, CU, and ochc:r byclrocmboas produced • 
&ca aid lcuc.. Thi, lncllldca, bua b DOt Umitcd IO, the butallatioa o( all DCCCIAt)' oquipmcot. acau, locb, or ochc:r appropnalC pn!UCtlve dcvico9 OD or Ill all - pohlta II die tca,o·, 
produc:don. plhctlq IOd IIOl'agC l)'IIClll.a wba'C lbd\ o( bydroc:arbom QD occ.w. I.- sh.all be llablc for lbc loa o( Ill)' la~ raultinc 0-- lbd\ and lball pay Ibo Slale of ri 
royaltlc, ~ as provldod bcrda on all oil. ps or other bydi~ loll by ,_ o( tbdl -. .. ,. 

1'. RD>UCTION 01' PAYMENTS: U: durio& lbc primary term. a portioa ollbc land~ by this lcue b lodudcd wilbia lbc boundaries oh pooled unlt thll has bcco epproYCd by 
-.C Scbool Lmd 8oerd la~ wi:lb N-.1 ~ Code S«:tlou Sl.151-$1.ISl, or if. II Ill)' IUN al\cr lbc cxpirll.,oa ollbc pnmsy ICl'ID or dtc CXlclldcd 1cnD., lbiJ lcuc cown a 
'-a' -bcr of ecrca Iha tl,o IOtaJ -ounl dacn'bod bc:rda. .,.,,..,CDIJ (U lf'C made OD I pa' Kn buu bcmmdct lbalJ be roduccd aooordiq IO the aumbcr o( 1C1U pooled, rclcucd, 
- I wdeNd, or oCbcrwla -'cd. IO tluil paymcntJ ddcrmhicd on I per ~ bals midcl- lhe lcrm.l o( dl1J lcuc cbiq lhe prim.ary ICl'ID ab.all be cak:u.laac,d bucd upoe I.be aumbc:r o( ICIU 
Cllltalde lbc boundaries ol a pooled mit, or, if aft.er the cxplntloa oldie primary tctm, lhe -bcr ol ecrca accua!Jy rcwDcd and ~ by dm '-. 

17. ~RS AND ASSIGNS: The Q1Y'CIUftlJ, oonditlonl IDd a,rc,cmCDLs ~ bcraA sh.all cxl.CDd to aod bo bindial1 upoo tho bcin, ~ adnu.nblnlora., - or 
..... .,... ol~ bc:rda. 

U. ANTIQUTIUS C'OOE: la the CW111 lhM 11\Y fellln ol ~ or hlJUlric:al lnlCrclt b COCOUllla'cd durlna lbc IICIIMtlca aut.hcrimd by lhiJ lcuc, l.c:aco will immcdialc(y ccuc 
~ wt wUI l•uf....,, 90Ci.(y the Omen! I.And Office IDd tbe Texas l llstorical Oeeiulao ao cbM edoqull.c eCURI ID.I)' bo mdcrtab:D IO pnMCt or i'OClnU' auch ~ or 
ftiaclap, • ..,...._. 1- la aprc:aly pbood OD eoCioc oldie N.adonal fliAonaol l'rctcrVlllioa Ad. of 1966 (PB-19-66, IO~ 915; 16 U.S CA 470).. Lcacc ahall oomply wldl the 
~ Code ol Tcx;u, Ou.pa- 191, N.wnl R.aounlca Codo, ., lfflcodcd. 

2'. vvrut.1 Le.or md lea-. lndudioa ~. _.. IOd wicns, bcrcby llf'CIC thll vai.uc for my dlJputc arls!oc out of a provision or dlb !cue, wbcdacr cxprcaa or Implied. 
reprdula latc,rprcudoe of dJ.iJ lca,e, or rdaiq In my way to dJ.iJ lcue or to "l)l)IJQblo cue law, llalutca, or lldm.lniJtratlvc nilcs. ahall be in a ooun or competent jurlJdlctlon loc:atcd la Ttma 
ec-cy, ~ o/Tcxu.. 

30. t.r.AS~ P"ILINC: ~ 10 au.,c« 9 o( the Tex. Bua. A Com. Code, lhb 1-mllJt be filed o(-,1 In the office o( tbe C,owi(y Oen: In Ill)' COWll)' In whicb all or any part of the 
lcuod prcmlacs b locm,,d, IDd ocrti6cd oopics cbcrco( mWl be filed la tbe Gmcral I.And Office Tiie pracribod filiq fee ahalJ ICOOGlpall)' Ibo certified oopics ICll1 IO Ibo Gmcral Land Office. 

5 



.. . ~ 
~ l I. EXECUTION: This oil and ps lease must be signed and eclmowlcc!Jed by lhe Lcsscc befOC'C it is filed of record in the counl)' records and in the GcncnJ Land Office of the Slate of 

Tc:u.s. 

LESSEE 

TITLE: _____________ _ 

DATE: _____________ _ 

INT MONY WH EREOF, Wltncu the signature of lhe Commissioner of lhc GcncnJ Land Office of the State ofTcxu under the seal of lhe GcncnJ Land Office. 

STATE OF __________ _ 

COUNTY OF __________ _ 

APP OVED 

o cats ,A~ 
Lq1I ~ 

~ ~ 
Euc __ _ 

0 

(CORPORATION ACKNOWL£DCll1EN'l) 

BEFORB MB. the undcnlgncd aulhority, on thu day pcnocwly appeared, ___________________ _ 

bows IO me to be 1he pcnoa whoso name is aubsaibcd to 1he forcgolns inltNmcot, u, _________________ o.f 

------------------------------'aod ICknowlcdaed CO m.e 11111 be executed lhe umc 

OiWII undcr my hand and lcal of office Ibis thc ______ day of _____________ _, 19 ____ _ 

Notary Public in and for, ____________ _ 

STATE OP' ___________ _ 
(IND MD UAL ACKNOWLEDGMENT) 

COUNTY OF _________ _ 

BcfOC'C me, lhc undcnlgncd 111thority, on Ibis day pcnocwly appeared. ____________________ _ 

bowla IO 111c co be 1he pcrlOl1S wbo.e names arc subsaibcd co lhc foregoing lnsuumcot, Ind aclcnowledged co me llw they executed lhe 
Ame for die putpOJa IIOd ocxuidcntlon tbcrcin expreucd. 

GiWII under my b.and IIOd seal of office thu lhc:___ _____ day. of _____________ -J 19 ____ _ 

Noury PubUc in 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 
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OIL AND GAS LUSE 
NO. M-99606 

WHEREAS, pursuant to the Tcx.u N11UBI Resources Code Chapters 32, 33, 51, lod Olapter 52, Subchaptt:n A-0 and H, (said Code being hcrclnal\t:r refarcd to as N.R.C.). 11>d subject 10 all 
rules and regulations promulpied by the Commlssioocr of the Gcocnl Land Office end/or the School Land Doard punuant thcrcto, and all other lpplicablc swuia and amcndmcnu to said 
N.R.C., the following a,u. to-wit: 

Wll OP SECTION ll, BLOCK SJ, P\JDUC SOIOOL LAND URVEY, CULBERSON AND R££VES COUNTI"ES, TEXAS, CONTAINTNG APPROXlMATELY 3lo.50 ACRES 
AS SHOWN ON TICE OFFI~ MAPS OP CULBERSON AND RE£VES COUN11£S ON JllLE IN TifE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS, 

was, a/lcr being duly adven1scd, offered for lease on the 4th day of Aucust, 1998, 11 10:00 o'cloclc a.m., by the Commiulooer of the Gcncnl Land Offtce of the Stale of Tew and the School 
Land Board of the Stale of Texas, for the IOle and only purpose of proll)CC!ina and drilling for, and producing oil and/or p.s llw may be found and produced Crom the above dctcribcd area; and 

WI IERRAS, a/lcr all bids 111d rcmiuanc:a which were received up to said time have been duly considered by the Ccmmissioocr ol the GcncnJ Land Office 111d the School Land Board II a reiuJar 
mccting thereof in the Gcocral Land Office, on the '4th day of Aucust, 1998, hcreinal\cr the •cffcc:tive dale• and ii was found and dcunnlocd llw TITAN RESOURCES, W'. whose address b 
SOO W. TEXAS, SUITE 500, MIDLAND, TX 79701 had offered the highest 111d best bid for a lca,e of the area above docnl>cd and~ lhcrcforc, entitled to rccdvc a lease therooo: 

NOW, TIIER.EFOR.B, I, Oany Mauro, Commissioner of the GcncnJ Land Office of the Swc of Texas, bcrdnaflcr sometimes refcmd to as ·1-; whole address is Austin, Tcus, by vinuc of 
the 111thoriry vested in mo 111d in consideration of tho plY!tlfflt by the here~ designW(I l...esue, the sumo( Elibt Thou.und Thl'ff llundred l'wmry Su 111d 59/100 Doll.In (s:&,Jl6.59). 
rc,cc:lpc of which b bcrcby aclaiowledgod and of the royalties, coYcnllllts, stipularloos and conditions cootalncd and hereby •v-1 to be paid, obeervcd and performed by Lcsscc, do b=by dcmbe, 
gnuit, lcase and let wuo the above mentioned bidder the exclusive riaJ,l 10 prospcc:t for, produce and mko oil end/or ps from the aforesaid area upon the followina lfflllJ and conditions, ~wit 

I. RESERVATION: There is bcrcby excepced and rcservcd to Lessor the full 11SC of the propc11Y covered bcrcby 111d all rlgllls with respect 10 the surface and subsurface thereof for 111y and 
all purposes cxcepc thoso granted and to the c:xtc111 herein annted 10 Lessee, iogClbcr with the righu or lnarcss and egress and use or said lands by Lessor and its mlocral lcs,ca, for pwpo1CS of 
exploring for and producing the minerals which -DOI covered, or which may not be covered in the f'uuuc, under the lfflllJ o(tblJ lease, bu1 which may be localed witbln the susfacc boundaries of 
the leased area. All of the rigbtJ in and IO the leased premises retained by L<:s,or and all of the rights in and 10 the leased premises 8J'lllled to Lessee bcrcio shall be cxcn:bc:d in such a manner that 
neither shall Wlduly inlcrfcrc with the opcntionJ of the other. 

l. TERM: Subject IO tho other provision, hereof, this lease shall be for I lcrm of live (5) years from the cJToctive cblo hereof (herein called •primary 1crm•) aod as long thereafter as oil or ps 
is produa:d in paying quantities Crom said area. 

3. DELAY RENTALS: lf no well be commenced on tho land hereby leased on or ~fore the lllllUvcnal}' dale or tbb lcuc, thiJ lcaJO lhall 1crminate as to bolb parties unless tho LeuN on or 
before said dale shall pey or ICll.dcr to the Ccmmlssiooer of the Gcocnl Land Oflioc of tho State of'Tcxas II Austin, Texas, the sum of OM DoUat (Sl.00). pu acn, which shall opcn1e as rental 
and covc:t the privilege of deferring the commcnccmcn1 or• well for twelve ( 12) months Crom uid dale. In like ll'lllMer aod upon like paymenu or 1cndcn the commcnccmcn1 or a well may be 
further dcfcmd for like periods of tho same number of moo du suc:ccmvcly during the primary lam hereof. 

4. PROO CTION ROY AL TIES: Subjccl 10 the provision, for royally n:ductioos let ou1 in subpanpph (E) ofthb paragraph 4, upon procluction of oil and/or ps, tho Leucc liJ"ecl to~ 

C:-Cl!'ir to be paid to the Commissioner of the General Land Oflice in Austin, Texas, for the use and bcDcfi1 of the State of Texas, during the term hereof: 

• • • 
• · ~ ) OIL1 N • royally on oil, which is dcflDCd as includlna all bydrocarboos procluccd in • liquid form II the mouth of the well and allo all condensate, distillate, and otbcr liquid 
~ R>COvcrcd Crom on or ps tun through a lq)&nllor or otbcr equipment, u bcrcinafter provided, 1/5 pm1 of the groa produetlon or tho markct value thereof, 11 the option of the Ltslot, 

· ~ ib•vJie to bo dctmnincd by I) the highest posted p,ice. plUJ premium, if any, offered or paid for oil, condcns.lte, distillate. or other liquid bydrocatboru, respectively, of a like 1ype and pavi1y 
in jlC gcncra1 area wbcrc produced and when nm, or 2) the bigbc:st maricct pric:e thereof offered or paid in the gcncral area wbcrc produced and when run, or 3) the groa procec:ds of the aaJc 
thereof, whichever b tho greater. Lessee •sr- that before any gas ptO(kiced from the land bcrcby lcucd b IOld, used or proca.sed in a plani, it will be tun &cc, of OOSI to Ltslot through 1111 

~ oil and gas aq>aralor of COIIYelltional 1ype or other equipmcn1 11 lcasi as efficient to tho end tbll all liquid hydrocarbons rc,covaable Crom the p.s by such means will be recovered. Upon 
••tt:n cooxo1 of Lessor, tho rcquircma,1 lbal such gas be tun through such • scpera1or or other cqulpmCIII may be waived upon aucb 1crm, and cooditiOOJ as prcsa,l>cd by Lessor • 

• 
•: • • tll) NON-PR £0 G : M • royalty on any ps [lllCluding Oared ps). v.hicb is defined as all hydrocarboru and p.seous sui.- not dc!lntd as ool in subpangnph (A) lbovc, 

produced from any well on said land (cxc:cp1 as provided bcrcin with rcspcc1 10 ps processed in a plan1 for the cxlnCtloo of gasoline, liquid bydrocasbom or other producu) 1/5 pen of the srou 
pr&luctioo or the marlcc:1 value thereof, 11 the option of the Lessor, such value 10 be based on tho highest market p,icc paid or offered for gas of compa,-ble quali1y in the general area where 

. l'l'Ml~ and when tun, or the gross p,ice paid or offered 10 the producer, whichever is giutcT provided that the muimum pressure base in IDQSW\Dg tho p.s under this lease contnct shall not II 
~ h e exceed 14.6J pounds per square Inell ablolule, and tho standard base tcmpcratlU'C 5ha1I be llx1y (60) degrees Fabrcnbcit, c:orrcctioo 10 be made for pn=uc ac:conhng 10 Doyle's law, and 
for · 1c gnvi1y according IO ICSI made by the Balru:ice Method or by the mOSI approved method of 1esung being uKd by the industry II the limo of iestina. 

•••••• • • 

irue aAel 60F1-0E>t 
copy of 

Original filed In 
Reeves County 

Clerks Offi..ce 



.. 
(q PROCESSED GAS: Na royal!)' on any ps processed ma psohne plant or othcr plant for lhe rccovay of psoltne or othcr hqwd bydroc.vbons, 115 pan of the residue gas and 

the liquid hydrocarbons cxtnocted or thc mancct value thCJ"COf, a1 the ortion of the Lcuor All royalucs due bCffln mall be based on one hundred pcn:cnt (I 00--.) of the tow plant p<'OductJon o( 

residue 1u aitnbutable to ps p<'Oduccd from this lease, and on fil\y percent (50-o) or thal percent ac.mun1 10 Lcuce. v.h1chcver 1s lhc g:rwcr, of lhe lOW plant prodllCllon of hqwd 
hydrocarbons, attnbutable to the gu p<'Odu«d from lh1s lease, rrov,dcd that ,f liqwd hydrocarbons arc rccoYCl'ed from ps proceucd m • plant 1n "'b1ch Lessee (or 111 pam,t, sut..diary or 
affiliate) owns an onlct'CSI, then the pcrunta1c applicable to hqu1d hydrocarbons mall be fil\y percent (SO" •) or thc highest pcrcait accruing to • third patty processtD& ps through sud! plant 
under a prouu1n1 agncmcnt ncl()llatcd a1 amu' knsth (or 1f then 1s no such thud party, thc lu&h«t pcrcail then bcln1 spc,c:1fied in pro<:a,1in& •irccments or conu.cu in lhe indusuy), 
... tuchcvcr 1s lhc greater The respcctJvc royalucs on residue ps and oa hqu1d hydrocarbons &hall be dclcrmmed by I) the lugbcst mancct pnce paid or offered for any gas (or bqwd 
hydrocarbons) of comparable quality in the gencnJ aru or l) the grou pnce paid or ofTcrcd for such residue ps (or the "'c1gb1cd avcraae srou acllin1 pnce for the rcspcc:uvc p,,Jcs of hquid 
hydrocarbons), v.h1chcvcr Is the greater In no event, ho,.cvcr, mall the royalucs payable under this pan,p-.pb be lcs.s lhan the royalucs "'b1ch would have been due bad lhe ps nor been 

proceucd 

(0) OTI IER PROO CT'S: Na royalty on carbon hlad •• sulphur or any other p<'Oducu p<'Oduccd or manuf1e1URd from gas (CJCcepbD& hqu1d hydroc.vbons) '4 hcther UJd ps be 
·eas1nghead, • "dry" or any other gas, by fractl~tina, burnina or any other procu,101, 1/S pan of grou p<'OductJon of such p<'Oducu, or lhc marlct value lhCJ"COf, a1 lhc opoon of Lcuor, IUch 
marl<ct value 10 be determined u follows· 

(1) On the basis of lhc highest marxct price of each product, dunna lhe Pille month 1n v.blch such p<'Odua ls p<'Oduccd. or 
(2) On lhe basis of the average~ Ale price of each p<'Oduct for the Pille month in v.bich 1Uch p<'Oduw arc produced, v.bicbcver IS lhe greater. 

(E) VARIABLE ROYAL TY: (i) Subjca 10 the other pwvWoru of this lease, It Is hc:rcby pn,vidcd thal 1n the event productloa in paying quanbbCI IS esw>bsbcd punuanl lO the tams 
o( this lease and such productlon is brougbt oa line and ulcs !hereof arc commenced within lwmty-fout (24) months of the dfeellvc dale hereof, the royalty l'lle provided herein shall be 
reduced to 11.. 75"/., and ahall apply to each aubscqucn1 .... c11 drilled and produced on lbc laid covered by this lease Provided that, if dunn& sucb tv.coty-four (24) month lam dunn& wbld, 
Lessee may earn • rcduocd royalty rate of 11.. 7 "/. u bcrdn provided. Leucc should dnll in good ranh and oomple1e the ftnl well u • dry hole oa lbc land covcrcd by this lease, Lessee may 
recdve a three (3) month extension of the tam in "'hich to earn • reduced royalty rate by &ivin& IIOClce to 1bc Commiuioa« of the Gcocnl Land Office, oommcnc:ing drilliJI& opcrltlons on • 
additional wdl prior to tbe cxpiralloa of such three (J) mooth period and prOIC!CUhnl cWiaently and in good faith the drillma of such addtllOnal well and oompleuni same to thal producuoa in 
payina quantities is csublis.hcd and to thal such productlon Is brought oa line and ules thereof are oommcnccd prior to the cxpintion o( sucb three (3) mooth e:xtawon pcnod. 

(iI) In the event productlon in payina quantities is cstabllsbod punuanl to the tams of this lease and IIICb productlon Is brought on line and Ale, thereof in oommcnccd aflcr the 
cxpiratioo of twenty-four (24) months from the effective date hereof but prior IO the cxpinlion of fany-daht (41) months from the dJcctJve dale llc:rco<, the royalty ra1.e provided bcrda mall be 
reduced to 19.J7S"/. and shall apply to each aubscquenl well dnllcd and produced oa the IJnd covered by this lease. Provided that, If dunng sucb IWCllty·four (24) month lam during which 
Lcuce may earn I reduced royalty ra1.e of 19.J7S"/. u herein provided. Lessee ahould dnll in good (111th and comple1e tbe firlt well u • dry bole on lhe land covered by this lease, Lessee may 
receive a three (3) month cxlenSlon of tho term in which to cam • reduced royalty rate by 11vin1 nodce to tbe Commisslooer o( lho Gcocnl Land Office, oommendn1 dn1llni opcnl.ions oa ID 

additlonal well prior 10 lho opiration of such three (J) mooth period and prOIC!CUlinl chllecnlly and In cood faith tho dnlUna of such additional v.dl and completing same to that production in 
paying quantities ls established and ao th.11 IUch productioo Ii brought on line and Ale, thereof arc commenced prior to the expiration of IUCh three (3) month cxlenSloo period. 

(F) NO o.-:oucno : Lessee l&J'CCS thal all royalties ICQ'\UDI to Lessor under this lc&SC mall be wilhoul dcductioo for the cost of producing. transportina, and otherwise maldn1 the 
oil, gas and other products produocd bO'C\llldcr ready for sale or use. 

\ 

(G) ROY AL TY lN KIND: Norwiwtaoding anythlna ooatained herein to lhc OOllll'W)', l..ator may, al Its option, upon DOC leu lhao 60 days nodc:c to Lasee, require al my time or frmD 
time to time thal paymCIII of all or any royalllca acaulng to Leuor under this lease be made in kind wilhou1 doduc:tloo (or 1bc COit of producin1, plhcrin&, IIONII, ac:panlin&, trcatin&, 
dchynin1, oompressin1, proocuin1, trMJportln1 and othawlse makiil& tbe oil, ps and otbc:r products produocd bcmmdcr ready foe ule « use. Lessor's ria}u IO like iu royalty bl 1cind 
shall DOC diminWi or ncptc Lestor', rights« Leuec'• obllplioru. v.'bdha" ~ or Implied, undcr this lease , 

(11) PLANT FUEL ANO RECYCLED GAS: No royalty mall be payable on any ps u may rqimcnt this lease's proportionate allarc of any fuel u.xd IO proceu ps producrcd 
bcrcundcr in any proocuing plant. NO!Wiwtaoding anytbins contained bcrcin io the conuwy, and IUbjcct to the CODKOl in wntin1 or the Commissioner oC the Gcocnl Land Offic,c., Lessee 
m.,- recycle ps foe ps Ii.Iii purpoeca on the leased prcmilcs after the IJquld hydrocarbor,.s ooataincd in the ps have been remowd, and DO royalties ahalJ be payable on the ps ao rc:cydcd UDl11 
such time u thc same may lhaufter be produced and aold or u.scd by Lcucc in aucb manna u 10 cnolle Lessor IO • royalty lh~ under the royalty provisions of this lease. 

(1) MINlM UM ROYALTY: Ourin& any year after the cxplntloa ofthc primary lam of this lease, if this lease Is mamtalned by production, the royaltles paid to 1-in DO event lhall 
be leu lhao an amount equal to the total annual delay rental herein provided, othcrwiJe, there ahalJ bo due and payable on or l>cfore lhe last day of tbe month succcedin& the annivasary dale of 
this lease • sum equal to the tOW annual rmlal less the amount of royahic, paid durlns tho pn:ccdiog yur. 

(J) MARGINAL PROO en ON ROY AL TY: Upoo Lcucc'a wriuco appllwion, the Sc.hool 1.&nd Ooerd may reduce thc royalty rate act out in thiJ pan&J'll)ll and/or tho minimum 
royalty act out in ,ubpa,agnpll 4 (I) to extend lhe cc:onomle Ure or lhla lease and cnoouragc ~ of oil or gu Iha! mlgbt othcrwiJe remain IUU'CCOvcnod. Aily luc:h royalty reduction mUSI 
oonfonn 10 the roqulrcmcnts of any Scl1ool Land OOll'd admlnlstratlve rule, oo thiJ tubjcct. Royalty may DOI be reduced below tho applicable awutory minimum. 

S. ROYALTY PAYM'£.NTS AND RE.PORTS: All royalties DOC talcn in kind lhall be paid to the C,ommls&loncr of the Ococ:nl Land Offic:c a1 AUJtul, Tcxu, in the (ollowin& IIUIIIOcr: 

Payment of royalty oa producdoa o( oil and gu shall be u provided in lbc rule, Id forlh In the Tau Rc&iala. Rlllc, cum:otly provide I.bit royalty on oil ls due and mwt be rccdved bl tbc 
Gcocnl Land Office oa or before the Slh day of the ,ccood mooth aucoec,cbna the month ol produc:tion, and royalty on ps ls due and mUSI be rocdved In lbc Ocncnl Land Office Oii or bcfcn 
the Uth day ol the ~ moolh auccccding the moalh of production, accompanied by tbe affidavit of the owner, manqer oc othcr aulhoriud aimt, oomplcud In the form and mamier 

prucn'bcd by the Ocncnl Land Office and ahowin1 tho cross amount and diJpolluoo o( all oil and ps produced and lbc marut value of the oil and ps, together with • copy ol all doc:ummu, 
records or rcporU oonfirmiq thc groa pn,ductlon, dlsposition and maricd value includm& p1 mdcr rudinp. pipeline rccaptJ. ps hAc rcccip{S and otbc:r cbcclcs or mem<nnda o( mnOUDI 

produced and put into pipcUncs, tanks, or pooiJ and ps lines or p1 ltOrllc. and 111y othct rcportJ or records which the Ocncnl Land Office may require to vai!y the groa produc:don. 
ell~ Ind mark:ct value. ID all case, the authority of• manap or agClll to act for the Lcucc bcrcin mUSI be ftlod in the Ococ:nl Land Office. Each royalty~ sbalJ be accami-iod 
by ~ stub, IChcdulc, summary or other remit- advice ahowin& by the asalgncd Ococ:nl Land Office lease number the amount or royalty bculg paid on each lcuc.. If Lessee pays hls 
IO)'M()l - or befcn thirty (JO) day, aflcr the royally payment wu we, thai Lcucc owes• penalty o< 5% oa lho royalty or ru.oo, wblchcvcr la lfCIICJ'. A royalty payment ,.1,Jeh ls ova-thirty 
(36),sd, ~ shall acc:ntC a penalty of 10% of lhe royalty due or ru.oo whlc:hevcr IJ p-ea1er. In addition to• penalty, royaldc, ahalJ acc:NC intcrcs1111 • r11c of 12% per year; such inlCRSl will 
begin ,=uina when the royalty ls sixty (60) days overdue. Affidavits and 111ppon:in1 docwncnu which arc not filed when due shall bKur I penalty In ID amOtlDt act by the Oc:ocral Llmd 
Office admlnlstn.tlvc rule which Is clTCIClive on tho date when lhe affidavits or aupportln1 documents were due. Tbc Lcucc shall bear all respocw'bility for paying or ceusini royallic, to be 
paid aJ l,ltcn'bcd by lhe due dale provided herein. Payment of lhe delinquency penalty shall In IIO way opcntc IO prohibit the State's righ.l of forfchure u provided by law oor act IO poltpOIIC 

th.,dltl:1'oo whlch royaldcs were originally due. The above penalty provulOIU shall DOI apply in l:IJCS of title diJputc u to lhe State's ponlon o( the royalty or to I.bit ponioo or the royalty In 
dispute u .. fair marxct value. " ... ". • • 

6. JA) RESERVt:S, CQJ'(TRACTS ANO OTIIER RECORDS: Lcasce shall annually fWllilh the Commissioner of lhe Gcocra1 Land Offic:c wilh it.J best poui'ble estimate of oil and ps 
reserves undcrlyina this lease or allocable to this lease and ahalJ f'umlsb &aid Commls&loocr wilh copies ol all ooatrle1S under which gas ls sold or pro<:a,lcd and all subsequent agrcc:mcnts and 
1011<:!ct,Mu, to IUch ooatnCU within thirty (30) days aflcr cn1erin1 Into or maldn1 sucb contracll,, agrcc:ments « amendments Such ooatrle1S and aarccments whca rcc:clved by Ilic Ocncnl 
Lan6 ~ &hall be held in conJldcncc by the Gcocnl Land (){['ICC unleu othawlse aulhoriud by Lcsacc. All otbc:r ooatncU and records patai.itlna to lhe production, 11'111Spor\1tion, Ale and 
mnctlll\ f thc oil and ps produced on &aid prcawes. includin& the boou and ICCOUlll&, rccapu and cliJcbar&c, of all ,.dlJ, tanks. pools, meters, and ppdincs aba1J a1 all times be subject to 
' • • 'on and cxamlnatioa by lhe Commissloocr o( tbe Gcocra1 Land Office, the Au.orncy Gcocn.1, tbe Governor, or the rcpucatative of any of them 
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(D) DRILLING RECORD : Wnn.en OOllce or all opcnat1ons on thu lease &hall be submitted to the Commiu1oocr o(the Gcocnl Land Office by Lcsscc or ~or five (S) days be.fore 
• ,pud d,u, ,workova-, ro<nlly, tcmpora,y abandonment or plus and abandonment of any wdl or wells. Sudi wnucn OOCJce lO the Gcocn1 Land Office &h&II 1Ddudc copies or Railni.d 

Commission fomu (or application to dnll Copies o ( wc.11 tcsu, compld100 rcporu and pluagu,g rcporu shall be supplied to the Gcocn1 Land Office II the ume they 1re filed with the Tcxu 
R.ilroad Comm1u100 ~ lhall supply the Gcocn1 Land Office with any ~. memoranda, -.its, rq,orts, curuogs and cores. or Olher 1Dform11100 rclauve to the opcn.1100 o( the 
aboV'l>-Cldcrl'bcd prcm1su_ wluch m•y be requested by the General Land Office, ID add,tJoo to tho~ hcrc111 expressly prov,<lod ror Lcsscc lhall have an clCCIIlcal and/or ndloact1V1ty IUNCY 
made 00 the bore-hole ICICtlOll, from the base o( the IUnlU C&Slng to the toUl depth o( "'Cit, o( all "'ells dnlled OD the above dcsa,bcd prcDIISCI and shall tnnsnlll a ll\le copy o( the lot o( each 
survey on each well to the GcncnJ Land Office witlun fif\ccn (IS) days af\cr the mwna or u,d IUNCY 

(C) PE AL Tl ES: La.sec shall incur a penalty ,-hcncwr rcporu, doc:umcnu or other m11criab 1re DOI filed ID the General I.And Office ,-hen due The penalty f« l&lc fihna &hall be ..,. 
by the Gcocn1 Land Office lidinllUIU'lllvc n.tc ,-b1ch u clTectJ~c on the dale when the matmab "= due 111 the General I.And Office 

7. RET Al ED ACREAGE: NOIWltlutand,ng any provulOII of this lase to the cootnry, al\cr a ,-ell produana or capable or product11g od « ps bas been complded on the leased 
premises, Lessee shall cxcrdsc the diligence or a re.uocw,ly prudent opcnt« ln dnll1D1 such addlllooal well or wcllJ u may be reasonably DCICCSSAI)' r« the proper dcvdopment or the leased 
prcmlsa and 1n marketing the productJoo thcnoo 

(A) VERT! L: In the event thl1 lease 11 1n rorce and effect two (l) ycan after the cxp1n1.100 dale of the pruna,y « cxtcn<lod tcr11111 shall thai 1em111atc u to all or the leased prcmiJes. 
EXCEPT (1) •o acns surrouoding each 011 well capable or producing ID payina quantluc:s and 320 aa-cs surroundlna each gas well capable of produQllg ID paying quanuuc:s (including a ahut­
ln oil « p.s we.II u pc"O\lided ln Paragraph 11 hc:n:of), or a well upon which LCIJce 11 then engaacd In coounUOUJ drilling « rc:worl<ing opcn.Uons, or (l) the number of acrcs included In a 
producl.01 pooled unit punuaot to Narunl RCJOUl'CU Code Sections 52 151-Sl. lSJ, or (l) such aruter « ICIJCI' number or aa-CJ u may then be allocated for production purposes 10 a pnntloo 
unlt f« each such produclna well under the rules and rcgula11on1 or the Railroad Commiu,on or Tens, or any succcssor agency, or other gcwanmentaJ authonty ti.vina Jurisdicuoo Within 
90 ~ o( a partial tamlnatloo of lhiJ lase In eocordancc with thJJ subpmgnpb aod upon payment of the minimum filing fc::c JCt by Oc:ocral Land Office rules In tlfoct at the time of lhe 
panl.al knnlnarlon, Lcsscc shall haYC the right to obtain a swi- lease for lngrcu and egress on and acroa the tcnnln&led portion or the leased prcmlscl u may be ~y ncocssary r« the 
cootlataed operation or the portiOOJ of the lease remaining ln force and dfcc:t. tr Lcsscc fall, to apply for a surf- lcuc within the 90 day period specified above, Lessee may apply f« a 
swf- lease from lhe Land Offi«. but the Land Commissioner b.u the diKtetioo to pw.nt « deny 1Ucb application and to act the rc::c f« such surface lease. 

(B) IIORl20NT AL: In the event this lcasc lJ In force and clToc:t two (l) ycan af\cr the c.1{pndoo date o( the primary or c:xtcndcd tcr111 n lha1l further tcrmlnate as to all dcpthJ below 
100 (oc:t be.low the total dc:pth drilled (bcrdnaf\er "dccpcr dcpthJ•) In each we.II localed Oii lCl"Clfe rcwncd In ~ 7 (A) above, unlcu oo o.- before two (l) >'CMS aJ.\cr the primmy or 
CX1aidcd 1em1 Lcsscc pays an amount equal to or»shal( (112) or the boous originally paid u coasldttatioo for th!J lcuc (u specified oo page I bcr"COf). IC sucb amOIIIII b paid, th!J 1-sball 
be in force and dfoc:t u 10 such dccpcr dcpchs. and said tcnnlnatioo aha.II be delayed(« an addluonal period o(two (l) yc:an and IO long thcrcal\cr u Oll o.- ps b produc:cd In payina quantitica 
from IUcb dccpcr dcpthJ covcn,d by th!J lease. 

(C) IOENTll'lCATION AND FlLlNC: The swf'1ce acreqc rculncd bcrcundcr u to each wcJJ ahaJ.l, u nearly u pracdc;a1, be In the form ora rquare with the wdJ localed In the ccnta 
thcrcoC, « such other shape u msy be approved by the School Land Dow. Within thirty ()0) days aft.er panlal tcnnlnatioo. ol lhiJ lease u provided bcrein, Lcuce sball cxCCUIC and record a 
rclcuc « rclcucs ooot:aillin.a a Alis!aaory lepl dcsaiptioo of the ac:rca.gc and/« dcpthJ DO( rcuined ba'CUDdcr. The rcconlcd rcJcasc, « a c:crufied copy or aame, sball be liJed In the Gcocn1 
und Office, aocompenicd by the lillng rec prc:scn'bcd by the Gcocn1 Land O(T',cc, rulca In clTcct oo tho d.uo tho rel- b liJcd. IC Lcsscc 6lib « refuses to exoc:u~ and rccord sucb rclcuc o.­
rclcucs within nloc(y (90) ~ af\cr be.Ing rcquc:sted to do ao by the Gcocn1 Land C>fficc, then the Commiuioocr at bu aolc diJcrctioo may designll.c by writ.ten lutnamc:at the acrcaic and/« 
dq)chJ IO be released berc:wdc:r and record such ln.stniment at Lc:ssce'1 cxpcnsc In the oounty « oountica wbac tbc lcuc b located and In the official rccordl of the Gcocn1 Land Office and 
such desia,ucioo sball be bindina upOll LCIJce ror all putJ>OKS. It at any time af\cr the dToc:tiYC date or the pattla1 tamlnatloo provisions bercoC, the applicable field rulca ....., chan&cd o.- the 
well « wdb localed thcrcoo arc rcclusi.ficd so thal lcu acreage IJ thcrcaf\.cr allOQl.cd IO said well o.- wdlJ r« production pwposc:s. thJJ lease ahalJ thereupon icrmlnatc u to all ac:ruac noc 
lhcrcaf\.cr alloca1.c:d to u.ld wcJJ 0( wells r« production purposes. 

I. OPFSET WELLS: If oil and/« p.s should be produced ln commercial quantltles f_rom a wdl located oo land privately owned or on SWc land leased II a lc:ucr royalty, wblcb well Is, 
wldilia one thousand ( 1,000) (oc:t o(thc AIU included bcrcln. « which we.II b dnining the AIU ooYcrOd by lhiJ lease, the Lcucc ahall. within s1xty (60) days after sucb Initial productloo {l"Om 
it... chlnlq well or the well loQ!ed within ooe thousand (1,000) rcet from the orc:a ooYcrOd by lhiJ •- begin In eood faith and prosecute diligently the drilJina of an omc. wcJJ oo the area 
ooYcrOd by thh lease, and sucb olud we.II shal I be drilled to IUcb dc:pth u may be IIClCCl$lf)' IO prevcru tho undue dnlJlAgc ol the area ooYcrOd by thls lcuc, and the Lcace, manager « driller 
ohall ue all mcanJ OCClCSAI")' In • Sood faith ccrort to make IUcb olfsct wdl ~ oil and/or ps In commcrclal quantities. Only upoa the detcrmlnatloo or the Commiuioocr and with bl-. 
wrillffl approval, may the peymc:nl of a compctUatory royalty satlJfy the obliptioo 10 drill an ofl'Jct wdJ « wdlJ rcqulrc:d uodcr this l'wqraph. 

, . ORV IIO LEICESSATlON OP PRODUCTION OUIUNC PRJM.AR.V T"ER.1,1: lf. duriag the primmy tcr111 bcrco( and prior 10 ducovay and producdoa of oil « au oo aaid land, 
Lcucc sbollld drill a dry bole « boles thcrcoo. « if durina the primary term bacof and after thc ducovcry and actu.a1 productioo of oil or ps from the leased prcm.lsca such product:loo lhcreo( 
should ceuc from my c:ausc, thiJ lease aball noc tcrmlnatc if oo or before the cxptl'1IIIOD or sixty (60) ~ from dale o< completion of said dry bole « ocuatioo o( producdoo Lcucc 
commcoccs additlooal drilllna or rcwondna opcntions thcrcoo, « pays or taidcn the DCXt annul cleby rentll In the same 1D111DCr u pc"O\lidcd In th1I 1-. If. dunq Ibo last yes o< thc 
primary term « within sixty (60) ~ prior thcmo, a dry bole be complded and abeacloocd, o.- thc product:loo of oil « ps &bould c:c:asc r« my cause, Lessee'• ngllts ahall remain In fll1J force 
and effect without furthct opcrllUOIU uotil the expiration of the primmy term; and if Lcucc bas DOI -ed pn,duc:tioo In paying quantitlcs at the cxpintloo of the primary la1ll, Lcacc may 
mAlntain thlJ tcuc by ooodllctina addltlooat drilt1D1 « rcworidna opcntioa.s punuaot to ~ to, uslna the cxpintloo ot the primary tam u the dale of ceu&110a ol productioo uodcr 
Paraar,ipb I 0. Should the fint wdl or my 1Ubscqucnt wdl drilled oo the aboYC dcscn'bcd land be complded u a ahut-1.n oil « p.s well within the primmy la'm bacof, Lcucc may raume 
paymc:at ol the 1Mu.al rental In the 111111c manner u pc"O\lidcd bcrdn oo or before the rental pmyina date (ollowi.n.g cbc cxpintloo o< sixty ( 60) days Crom the date of oomplcdoo o/ aucb alwt-1.n oil 
« ps wdl and upoo the f.ilhn IO make IUCh payment, thb lease ahall Ipso faao taminalc. If II me cx:plratioo o< tbc primary tam « any time thcrcafu:r a ahut-1.n oil or ps well IJ located oo 
cbc lc--1 prcm.lsca payments msy be made ln acc:ordaoce with the ahut-lli provisions bcreof. 

10. CF.SSA TlON, ORJ LU.NC, ANO R.EWOR.Kl.NG: I{, af\er the ex.p!ratioo or the prima,:y tcr111, production o( oil « gu from the leased prcmbcs, a.f\cr ooc:e obtained, lhould ocue 
Crom m.y - · this •- aball DO( 1em1!11a1c If Lcuco commcoccs additlooat drilllna « rcworidna opcntions within &buy (60) ~~ after such ccuatloo, and thlJ lcuc aball remain lo full 
force aod dfect fo.- ao long u IUCh opcnatlons cootlnuc In aood faith and In WOl1cmanJ[ko mmncr without intcrrupl>OI.U totaling more than sixty (60) days.. If IUcb drilling or n:woridng 
opcndooJ rcault In the produ(:tloo o( oil or ps, the lcuc shall remain lo fllll rorce and dTcct ror ao long u oil or ps b produced from the leased premises in ~g quantities« payment of 
ahut-1.n oil « p.s wcll royaltle1 or peymen1 of compcrua1ory royaltles b made u pc"O\lided bcrcin « u provided by lllw. If the drilling « rcworidna opcntiOOJ result In the complcdoo or a wdJ 
u ~ e, tbc lcaJC will DOC tcrm1nalc If the La.sec commcncca additiooaJ drilllna « rcworidnr ~ wilhln aixty (60) days af\cr the complctioo of the wdl u a dry bole, aod thiJ lcaso :f ~ In effect ao loq u Lcucc cootlnucs drillln, « rcwondng operations In eood (_aith and ln a wor1ananlilc:c manner wilhout lolcmlpliOOJ toUling more than siJay (60) days. Lcssoc 

• f ~ wriltffl ootlcc IO the Gcocn1 Land Office within thirty (30) days of any ocaatloo of production . . . 
1, .• SlllJT· lN ROYALTI ES: For purposcs of thJJ pan,rapb. ·wc.11· means any wdl that b.u bcc:11 wiped a well number by the~ agcocy bavulajurudic:doo over lhc pn,duc:tioo ol oil 

and p.l. If at MY time after the c:xpiAuoo o( the prlmmy tam of a lcuc dUII, until be:in& abut UI, WU be:in& maintained UI (on:e and dfc:ct, a -U Clll*)lc o{ produdag oil « PJ U1 payiaa 
quan~ I, locat«I oo the lcucd premises. bul oil « p.s IJ DOI be.Ing produced (or- lade o( suitable production (acl.litlca « lade ol a suitable mar1cd. thc:a Lcsscc may pey u a ahut-1.n oil « p.s 
rqyll~ amount equal to double the annual rental provided In the lease, but DOC lc:u than S 1,200 a yur r« cacb wcJJ aipable of produdna oil « ps In pmy1n1 qumtitle:a. To be dToc:tivc, 
c.acii Tn'ltlal ahut-in oil « gu royalty must be paid on or before: (I) the cxpln,tJoo of the primmy tam. (l) 60 days af\cr the Lcucc ccascs io produce oil or ps from thc lcaJcd pran1Jcs. or (3) 
6Q ~ ,4cr LcSlcc compldCI I drillln& « rcworidng opcntion In ~ with the lcuc proyWo,u; .. ~ dato b latc,t. lf thc shut..ift oil or p.s royal!)' Is paid, the 1- aball be 

dcre4 to be a pn,duc:lna lease and the payment sball ext.cod thc = al the lcuc ror a period o! ooc ~ from thc cod o< the primary la'm, or from the lint day of the moo th ro11ow1ni Ibo 
moolli In wblcb productloo cca,cd, and, after thal, If no IU!table producdoo flc:illtici « suitable mar1ccc for tbc oil or ps cxiJu, Lcuce msy cxtcod the lc.ase r« four more IUCCCSliYC pcriodJ ot 
on,(,l ~i,e,ar by peylng tho aamc amount cacb year oa or be(ore the cxplntloo or each ahu1-ln -,-. . . 

fi. 
0

a>MP£NSATOR.V ROYALTIES: If, during the period the lease b lccpc in clTcct by ~c:nt o<the ahut-111 oil« ps royalty, oil« gu II told and ddivcrcd In paying quantitlca 
~WI localed within one thouAnd (1,000) feet or the leased prcml~ and coroplded In the aamc produciaa rcscrwir, o.- lo any - in wbJc:b dnlnage 11 oec:uniaa, the right to coo.tlouc lO . . 
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nauitain lhe lease by paying lhe abut-In od or gas royalty aball cease, but lhe lease aball runa1n clfccu~e ror lhe mna1odcr of lhe y<M for v.1uch the royalty bu bcco pa,d The Lessee may 
· maiown ~ lease for four more succcsslve ycan by Lcucc pay,na compensatory royalty at lhe royalty 1111e provided ,n lhe lease of lhe marl.ct value of producuoo from the "'ell c:&1Wna lhe 
drama«• or "'hicb b completed lo the aamc produang l'CSCl'VOlt and witluo one lhousand ( 1,000) fed of lhe leased pmn,scs The compcruatory royalty u to be paid monthly lO the 
Commlssiooer bcg,nrung on or before lhe l&Sl day of lhe month follOW1ng the monlh 10 .. b,ch the Oil or gas ,s produced from the "'ell causina the drainaac or that is completed ID the aamc 
produang rcscrvocr and located witlun one thousand ( 1,000) feet of lhe leased premises, ,r lhe compcnsatory royalty paid m any 12-monlh pcnod u 1D ao amount less lhan the annual abut·ID 
odor gas royalty, Lcucc shall pay an amount c,quaJ 10 the di(Tcrcocc withtn tlutty (30) days from lhe md of the 12-month pcnoJ, and none of these provu,oos will rd,c,,,e Lcucc of the 
obhpuoo of rcuooable de,,-clopmcnt nor the oblipooo lO dnll ofTSd "'dis as provided ID N RC Section S2 Ol~. bg.,.c,,,cr, at the dctcnnlD&hoo of the Cornmis&ioner, and .,.,th the 
Comm,uionds wnllcn approval, the payment of compcnsatory royalucs shall uusfy the obliga1,on to dnll offset "ells Compcnsatory royalty payments ..,h,ch ll'C ooc umcly pa,d will a«n1c 

penalty and intCf'CSI ID accordance with Paraarapb S of this lease 

ll . E.X'TENSIO S: If, 111 the cxpll'lllon of the pnmary tam ofth,s lease, prodUCtJoo of 011 or eas bas ooc been obwncd oo the leased r,mn,scs but dnlluie opcBIJOllS are bctoe conducted 
lhcteoo 10 eood (11th and in a good and worbnanl1ke manner, Lcssc:c may, on or before the npll'llloo of the pnmary tam, file ll'.I the Gcncnl Land Office vmnco appl1cauoo to the 
Commissioner of the Gcncnl Land Office for a thirty (30) day cx1cns100 of this lease, accoropan,cd by payment of Three Thousand Dollars (S3,000 00) ,r thu lease coven llix hundred forty 
(640) KrCS or less and Six Thousand Oollan ($6,000.00) If this lease: co,,cn more than Pl hundred forty (640) KrCS and the Commiu,oocr aball, 10 wnllDe, extend this lease: for • tlutty (30) 
day period from and after the cxpttalioo of the pnmary term and ao lone thereafter as Oii or ps u produced ID pay,ng quanuucs, provided funher, that Lcssoe may, ao looe as sucb dnll1ne 
opcrauons are being conducted make hkc applic:adon and payment dwiog any tlutty (JO) day ntcndcd pcnod for an additional cxtcos100 of tluny (30) days llld, upon rc«1pl o( such 
eppllcatlon and payment, the Commissioner aball, ID v.iillog. 1g11n extend tlus lease ao that aame shall rcma1n ID force for IUch 1JJmonel thlrty (30) day pcnod and ao looa thereafter as od or 
gas Is produced 10 paying quanutics. provided, bg.,.evcr, that this lease shall DOC be utcodcd ror more than • tocal of lhn:c hundred ninety (390) days from and after the cxpt1111ioo of the 
primary tam unless produc:uon in paying quanutlcs bu been obwncd. 

1'. U E OF WATER; URFACE: Lessee aball have the right 10 use water produced Oil wd land ooccuary for opcrauocu bcr-cundcr and solely upon the ICIJCld pRJDUCS; provided, 
however, Lessee shall noc we pocable water or water sullablo for hvcstocl( or impuon pwposcs for water Oood opcratiOllS without the pnor wnuco consent of Lcuor. SubJect to its obligalioa 
to pay IUJfacc dam1gcs. l..cuco aball have the tight 10 u.sc so much of the IUJfacc of the land that may be rcaJOOably necessary for drilling and operating wells and ln.DSpOrtlng and marl.Cling 
the production therefrom, such use to be conducted under conditions of least i,tjury 10 the surface of the land. Lcssoe aball pay sutfece damaccs in an amount set by the General Land Office 
fee scbedulo which Is c.rTectlvc oo the date when the acllvity rcquinog the payment of IW'fece dam1gcs occun 

15.. POLLtrnON: In dcvcloping lhb area, Lessee shall u.sc the hicJ!esl degree of care and all proper safeguards 10 prcvcot pollution Without luruuoe the foree0tng. poUuuoo or coastal 
wetlands, rwunl "''I.ICTWS)IS. riven and impounded water shall be prcvcoted by the use of conwomcnt flcilillcs sufficient to prevent 1p11lage, 1CCp11ge or ground water contamioatioa. In the 
CM:nl of pollutioo, Lessee aball u.sc all mc&nJ III Its disi-&J to n:capcurc all escaped bydrocaroons or oeher pollullllt and &hall be respon.s1ble for all dama&e to pubbc and priWl.e propatics. 

(A) UPLA.NO : Lcsscc aball build and awotalo fences around its alush, aump, and drainage p!ts and tank baucncs sou to protect b,CSIOCk agaiosl lou, dlma&c or injury; and upon 
complctloo or abandonment of aay wdl or wdlJ, Lcuce aball liU and lewl all d u.sh pits and cdlan and completely clean up the dnlline inc of all rubbish lhcr-. 

(D) SUOME.RCED LANDS: No disdwgo of aohd waste or gart,qe ahall be allowed Into Stale Wiilen from any dnl11na or auppon •cue.ls. produc:lioo platform, acw or aupply boll. 
betgc, jaclc-up rig or other equipment located oo the lcuccl area. Solld waste abalJ include but shall DOI be limited lO contaiocn, equipment, rubbtsb, pl&lllc, glaa, and any ocher man-made 
ooo-blodcgndal>le items. A dp mUSI be dlspl..,-c,d in a high lnffic aru oa all -11 and IIW11ICd platfonns swing. "Disdwge of any solid was1e or prbagc Into Stale Watcn from -11 
or pl~orms Is llrlctly prohibitcd aod may subject• Stale of'Tow lease to forfei!W'C. • Such 11atc111ait lhaJJ be lo lctleriog of at least I" in du 

(q RJVERS: To the CXICllt DCCC1UtY to prcvcot pollutioo, the provisiocu found In subtccbons (a) and (b) of this paragraph aball also epply to nvas and rivabcds. 
, 

(D) l' ENALTI': Failure to oomply with the rcqulrcments o(lhb provisloo may result lo Ibo maxtmum penalty allowed by law lncludinc forfcirurc of the lease. Lessee aba11 be liablo for 
lhe dama&ca caused by such failure and any cocts and cxpcnscs incurred in clcanlng areu affected by the ddcJw,ged wute. 

16. IDENTIFICATION MAR.KE.RS: Lcsscc aball a'CCl, at a dimncc DOI to cxc:ccd twcoty-Ovc (2S) feet from cxh wdl oo the pranisca oowrcd by lhb lcuc, a legible sign Oil wblcb 
lhall be ltll.Cd the name of lhe openl.Or, the lease dcsignatloo llld the well ownbcr. When rwo or mm wdlJ oo lhc wnc lase or where wd.lJ oo rwo or mm I~ arc OOllllCCICd to lhc Ame 
Wlk baucry, .,.,"hctber by individual Oow Hne cooncctlocu dircc:t to the tank or tanlcs or by uso of• multlplc header system, each lloc bctwcm each wdl end such tank or bcadcr shall be legibly 
ldcntiJied III all times. either by a firmly auached tag or pllle or an ldcntilicatloo propcriy painted on such line 111 • diSI.IDCC DOI to cxc:ccd three()) feet from such tank or bcadcr coonc:ctlon. 
Sald aigns. Llfl.l, plates or other ldcnt.iJic:adon marl.en aball be malotalned lo a legible condJtloo throughout lhe Lenn of lhb lcuc. 

17. ICNlll£1'ITS: The lease may be tnnsfcrrod III any time. AU irmsfcn must rcfcrcncc the lease by the file number and must be recorded lo tho county where lhc erca b l()(;Atcd, Md 
the n,cordcd transfer or • copy certified to by the County Ocrk of tho county where the uaosl'er ls rccordc:d mUSI be filed in Ibo Ocncral Land Offic.i withlo ninety (90) day, of the cxccut.ioo 
daLc, as provided by NJLC. Scctloa Sl.026, panlc,d by the fil1Dg fee prescribed by the Ocncral Land Offic.i rulca in crTect oa the date of rc«tpl by the Gc:ocral Land Office of such 
uaosl'cr or ocrtllied copy thereof. Every transfCR1C ahall succeed to all rights and be subject to all obl.iptiOtU, liabilities, and penalties owed to the Sule by the original lcsJcc or any prior 
ll'lllWCRIC o( lhe lca.sc. lncludinc any liebilltics to the stale for unpaid royalties. 

II. REL£ASF.S: Lessee may release the rights gnoted bcmuidcr to the Sule II any time by rocordtoa the rclcasc in the OOUDty when lhb 1tCA ls 11tuatod and fi1ina the rccordc:d rcJcuc or 
ccrtlJied copy of ume in the General Land Office within l11Dcty (90) days al\.cr its cxcc:utJoo -panled by the filing rec prcscnocd by the Oaicnl Land Office rules in dTect oo the date of 
rccc:lpc by the Oaicnl Land Office ol auc:b rclcasc or c:crti.Ocd copy thereof. Such rclcasc will DOI have the ctrec:c o( releasing Lcssoe Crom aay Uablhty lbcrctofore IICCnlcd l.n r.nu of the Slalc. 

1,. Ll : lo aeoordaocc with NJLC. Scctloo Sl.136, the State ahall bavc a fint lien upoa all oil and ps pn,duccd Crom the area oowrcd by lhJs lcuc to secure P")'lllcnt of all uap,ald 
royalty and ocher sum.s ofmooey th.It may become due under thJs lease. By~ o(lhls lc.uc., Lcuec pull the Swe, in eddit.ioa IO the lien provided by NJLC. Scdioa Sl.136 and CJ 
ocher -.,p!_lcable IUWIO<Y liai. an c:xprcu oontnc:nw lica oo end security intcrca lo all k:ucd miDaiw lo and cxuxtcc1 from tho k:ucd prcmi-. all procccd.a wblch may aoc:NC to Lcace 
from lbc ulc of such leased mlncnls, wbcdlcr such procccd.a arc bdd by Lcssoe or by • third peny, llDd all fimtrcs oo and lmprovcmcots IO Ille ICIJCld prcmlsc:s used m comic:ctloa wltb the 
produc:tloo or processing of sucb lc:ascd minerals in order to sccure the peymcnt of all royaltlca or ocher amounts due or to become due under this lcuc and to secure ~cal of' any dama&ca or 
loss dl.11 Lcs.,or may sulTcr by rc&JOD o( Lcsscc'a brcacb of' any covawit or coodlt.ioo o( this lca.sc, wbdhcr cxpR:SS or Implied. 1bia lico and sccunty iotcrcat may be (orcdosed with or 
wltlpi\C'f'l'1 procccdio.p in the mmner provided lo the Title I, Chapter 9 o( the Tow DIWDCSS and Commerce Code. Lcucc a,rocs that die Commmioner may require Lcucc to CXCQlte 

&Oil rwooni.ucJi lruuumcnll as may be .-iably occcss.y 10 .ctaiowicd&c, auach or pcrfCICl thJs Uco. Lcuce hereby rcprcacnts that Ibero aro no prior or superior li011S lrisloe Crom IOd 
rda&n(t! Lcuco's ac:uvitic:s upoo the abovo-dQaibcd propaty or from Lcs.tcc's aoqubltloa o( thu '-· Sbould the Com.mwloncr at aay limo dclcrmloc that this rq,racowlon ls - truo, 

¥ ~ ~J.ulooer may declare lhb lca.sc forfeited u provided bcmn 
••• 

20. fORFEITIJRE: It l..cssce shall WI or rcfll.sc to make the payment of any IWD wilhlo lhlny (30) days after h becomes due, or It Leucc or an autborir.od egcnt abould knowingly make 
any f,1¥.ff'U"'l or falJC report cooccrnlo.g productloo or drilling, or If Les.sec aball fall or rctu.sc to drill any ol!Sd well or wells lo eood falth u roqulrcd by law and the rules llld rcsulatiOlll 
~t.4 by the Commissioner of the General Land Office, or if Lessee abould fail to file rc:poru in the manner required by law or fail to oomply with rulca and rc,ulatloos promulptcd by the 
~ Land Office, the School Land Doan!, or the Rlllrold Commlsslon. or refuse the proper 1ulhonty 1CCCSS 10 the rcc:ords pcrwnlng to opcradonJ, or It l..cssce or ao euthorlz.cd egcnl 
~Jpj,p~gly fall or refuse lO give corrcc:1 loformllloo to the proper authority, or lmowingJy Cail or rc<u.sc to funmh the General Land Office a OClmQ loc of any wdl, or If Lcucc aball 
m .,;i.;_a11'vlolato any of the matc:rial provworu of lhls lca.sc, or If lhb lease ls assigned and the asslpuncnl is DOI filod in the Gcocral Land Office u rcqulrod by law, the rights ecqulrcd under 
lhb b.sc shall be subject to forfeiture by the Commissiooer, and be shall forfeil ume wbco aufficlcotly loformed of the racu which eulhori.r.c a forfeib.lrc, and whco Corfdt.od tbe erca ahaJI 
ai\la x subject to lu.sc to the blgbes1 biddct, uodct the ume rcgulllions conuollll'.lg the original &ale of leases. llowevcr, DOChlng bcrdo abalJ be constn1cd as waiv,og the automatic 
l!nnjllfll(ltl of this lease: by operation of law or by rcuoo or any special limlwlon wine bc:rcundcr Forfeitures m1y be Id u idc and this lc.asc and all tlgbu lhcmmdcr l'CULSU10d before the 
rial>tJ or &nO'.!lcr intcrvcc !lpo:: • •' •':.t""Y .it!:::c: :, :.. : c -!:s!ci:,,- c! the Ga:eral Lard Office or future compliance Wltb the prov1slocu of the law and o( lhb lease and the rules and 
!JW~ that may be edopted relative hcn:to. . . 
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~1. RJ VERDEO TRACTS: In the cvcnl thu lease covers I rivcrl>ed. Les.see 1s bCTCby spccllically gran1ed the ngh1 of cmlllCIII dom&u1 and coodcmnauon u prov,dcd for 1n NJLC 
• Section, ,2 ,092-'2093. u a pall of lhc COOJ1dcrat1on moving 10 Lessor for lhe covcnanu hemn medc by Lessee. 

11. APPLICADL£ LAWS ANO DRILL! C RESTRICTIONS: This lease &hall be subjca 10 all rules and regul1uons, and 1mcndmcn1J thacto, promulga1ed by lhe Commissioner of 
the Gcncral Land Office govcm,og drilling and produang operations on Pcrmancn1 Free School Land apccifically including any rules promulgaled thai relate 10 plans of opcrauons, paymcn1 of 
royalues. and audmng proccdW"CS, and shall be subjca IO all ocher valid ,1a1u1es, rules, regulauons. ordcn and ordinances tha1 may a1Tcc1 opcrauons under the prov111ons or lh11 lease. Withou1 
hmlung the gcncral11y of the foregoing. Les.see hereby agrees, by the accq,c.ancc of this lease, 10 be bound by and subica 10 all Jta1u1ory and regula1ory prov,s1ons reJaung 10 the General Land 
Office's audi1 billing nooce and audJ1 hcanngs proccdW"CS Said provisioru arc CWTCDlly fowid a1 31 Texas Admm,wauve Code, Oiaplcr 4, and Tens Natural Resources Code Sccuons ,2.13, 
and n 137 lhrough H .140. In the cvcn1 this lcuc coven land francb.ilCd or lca.,cd or ocherwuc IUCd by a nav,gauon dJMct or by the Uru1ed Stales for lhe purpose or nav,gauon or ocher 
purpose Incident IO the opcntion of a port. then Lessee &hall not be cnutled 10 cola" or posseu such land without pnor approval u prov,dcd under Sccuon 61 117 of lhc Tow Water Code, but 
Lessee &hall be entitled IO develop such land for oil and gu by dJrccuonal drilling; prov,dcd. however, that no su.rfocc drilling locauon may be nearer than 660 feet and IIJ)CClal pcrm1ulon from 
the Commissioner of the General Land Office Is nCClCSS&t)' 10 make any su.rfaoc locauon nearer than 2, 160 feet measured 11 nghl angles from the ncares1 bulkhead line or from the nearest 

~ ged bouom edge of any channel, slip, or turning basin which bas been authorized by the Uru1ed Swes as • federal pn>JCCI for future consuucuon, "'btcbev..- is near..-

lJ. REMOVAL OP EQUIPMf.llIT: Upoo the 1crmination oflhi.s lcuc for any cause, Lessee shall not, 10 any event. be pcrmmed 10 remove the C&SU18 or any pall of the cqu1pmcn1 from 
any producing, dry, or abandoocd well or wells without the wriucn consenl of the Commiuloncr of lhe General Land Office or his aulhoriud rcprcscowive; nor shall Lcsscc. wilhou1 the 
wriucn consen1 of said Commissioner or bis aulhoriu,d rcprcscowive remove from the lcascd prcrnise1 the C&S1ng or any ocher eqwpment. ru1crlal, machin..-y, appl1111ccs or propc:ny owned 
by Lessee and IUCd by Lcs:sec in lhe dcvelopmenl and production of oil or gas lhcrcfrorn until all dry or abandoned wells have been plugged and until all slush or refuse pns have been properly 
filled and all broken or disc.ardcd lumber, machinery, or debris shall have bceo removed from lhc pcem1scs 10 the satisfllCIJoo of the said Commissiooer or his authoriud rcprcscnlabve 

14, FORCE M,UEURE: Should Lessee be prevented from oomplying with any express or implied covenant of this lease, from cooducung dnlhng opcntioru lhcrcon, or from producing 
oU and/or gu therefrom, afla cffo« made in good faith, by rcuon of wv, rcbellloo. riou, lllrikcs. fires, acu of God or any order, rule or reauJation of governmental aulhori1y, lhcn while so 
prevented, Lc:ucc,'1 obllptioo 10 comply with such covcnanl shall be suspended upon proper and Alilfactory proof prcscn1ed IO I.be Commwiooer of lhc General Land Office in support of 
Lessee's coolention and Lcsscc &hall noc be liable for damages for failure to comply lhctewilh (except in I.be tvenl of lcasc opcntions suspended u provided in the rules and reauJatioru 
ldopled by lhc School Land DC>Md); and this lease shall be cx1endcd while and so long u Lcucc Is prevented, by any such cause, from drilling, rcwondng openrlons or producina oil and/or 
gas from lhe leased pmniscs; provided. bow=, lbal nothing bemn-sball be construed 10 suspend the paymcnl of rentals dunng the primary or extended 1crm. nor 10 abridac Lcuce'1 riahl 10 a 
suspcnsioo under any appllcablc swute or this State. 

lS. LEASE SECURITY: Lessee shall lllltc the highest degree of care and all proper afcguards IO protea said pmnlse1 and 10 prevent lhcfl or oil, ps. and Olhc:r hydrocarbons produced 
from said lease. This includes, but 11 not limiled to, the inJtallatioo or all neccssuy cquipmenl, scab, locks, or ocher appropri11c prolCClivc devices oo or al all ecccs.s poinu al lhe lease's 
productioo. gathering and storage l)'ltcms where I.hen or hydrocarbons can occur. Lcsscc shall be liable for the lou of any bydrocarbocu resulting Crom thcfl and shall pay lhc SlllC of Texas 
royalties thcrcoa as provided herein oo all oil, gas or ocher bydrocarbom IOSI by ruson of lhcll 

16. R£DUcnON OP PAYMENTS: lf, during lhc primary 1cnn, a ponion of tho land oovcrcd by this lease is included wilhio lhe boundaries of a pooled unit Iha! hu bccn approved by 
the School Land &.rd in accordance with N11ural R.csoorces Code Scc:tions 52.151-52.1 '3, or if, a1 any time after the c,qJlration of lhc primary 1cm1 or the extended tam. this lease oovm I 
lesser number of acres than the toul amount described herein, paymenu Iha! arc medc oo I per aae basis hcrcundcr shall be rccluccd IIOOOfding IO lhc number of acres pooled, released, 
JUJTmdcred, or ochcrwisc aevcrod, so thal peymenlJ dctc:nnioed on a per aae basis w,<1c,r the tcruu of this lease durina lhe primary 1crm lhaU be calculalcd based upoo lhc number of acrca 
ootsidc the boundaries of I pooled uni 1, or, if after the cxpintioo of the primary tam, the number of acres actually retained and covcr-cd by this lease. 

17. SU CESSORS ANO ASSIGNS: The covcnaou, conditions and agreemenlJ contained hcrcln shall extend IO and be binding upon lhe bcin, cxccuton, admin1rtraton, IUCCCUOn or 
assl gns of Les.see herein. 

l&. ANTIQumES CODE: In the tvenl lhat any fca1w-e of atcbeolo&lcal or butorlcal ini=:st is cocountcrccl during I.be 1e11viues aulhorlzcd by lhiJ lease, Lessee will immcdialdy cease 
activities and will immedia1cly ootlfy the General Land Office and the Texas l llsuirical Commission so Iha! adequate measures may be u.odcrtahn IO prolCCl or rcoovcr such diJcovai~or 
findings. u appropriate. Leucc Is cxprcssly placed on n.odce of the National l !islorical Prcscrvalion Act of 1966 (PD-19~. ao Sta1u1e 9U; 16 U.S.c.A. no). Lessee aball comply with lhe 
Antiquities Code ofTcx.u, OiaplCr 191, Nalural R.csourccs Code, u amended. 

1'. VENUE: Lcuor and lessee, including lcsscc'1 au~ and assigns, bc:rcby agree, lhal venue for 111y dispute alUIOI out or a provisioo of Ibis lease, whether cxpn:a or lmpllcd, 
regard.log intetpl'Clation of this lease, or relating in any way IO this lcuc or 10 epplicable cue law, rwutes, or adminiJIBl.ive rules, shall be in a court of oompctenl jurlsdictioo located in Travis 
Coun1y, State of T cxas. 

30. LEASE Pl LI.NC: l'unuanl IO Oiapler 9 of lhc Tex. Du.s. & Com. Code, this lease must be filed of record in lhe office or lhe County Ocrlc in any counl)' in which all oc 111y plll1 of the 
lcucd pmn.lse1 is located, and certified copies I.hereof must be filed in lhe General Land Office. The prcxribcd filing fee shall accompany lhe certified copies ICl'll lO lhc General Land Office . 
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31. EXECUTION: This oil and gas lca.sc must be signed and •cknowtedged by the Lessee before it is filed of record in the cowity rccon1s and in the General Land Office of the State of ~ 

• Texas. 

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

~';''d77~/ 
' Dan P. Colwell 

TITLE:. __ __,Vui~c~•-P~cue"sui~d~eiln~t~-=---..l~awowd_ 

DATE: __ -'S"e"p"t"e"m"'be"'r'--'2"'Sca1'-'1"-99"-8'---

IN TESTI~IONY WHEREOF, witncn the signature of the Commissioner of the General Land Office of the St.ate of Texas under the seal of the General Land Office . 

• ....... 
DC 
SD 
Eu< 

STATE OP ___ T_EX_A_S _____ _ (CORPORATION ACKNOWLEDCMENr) 

COUNTY OP_-"M-"l D"L"-A"'N"'D ____ _ 
DAN P. COLWELL BEFORE MF., the undersigned authority. on thi, day pcnonally appeared __________________ _ 

VICE PRESIDENT - LAND or TITAN RESOURCES I, INC., bowa lo me to be the person whose umc is subscn'bed to the foregoing instrument. as _______________ _ 

General Partner of TITAN RESOURCES, L.P. 
-----------------------------'and ad:nowledgcd to me that he executed the same 

f'or tbe purposes and considc:ntion thereill expl'CSSCd. ia the capacity stated. and u the act and deed of said corpcntioo. 

Gi'l'CD under my hand and seal of office this tbe __ 2_S_t_h __ da.y of September . 19 ~;J {~ N~iJ-·_ 
STATE OP __________ _ (INDMDUAL ACKNOWLEDCMEr<r) 

COUNIYOF _________ ~ 

••• • • • 
Before me. the andcnigncd authority, on dais day penoo.a]ly appeared. __________________ _ 

knlwl' to me to be tbe persons whose names are subsaibod to tbc foregoing instrument. and acknowledged to me that they executed the 
..,lcsthe purposes and coos:identioa thcrcia o:prcsscd. 
• • • •• • 

• 
•••• • •••• 

Givco uodcr my hand and leal of office Ibis lhc _____ ..c,S,,, or ____________ ~••---~ 

• •••••• • • 
Notary Public in and for ___________ _ 

• 
•••• • • 

.. ~··· 
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S!lustin, 'Otexas 

OIL AND GAS LEASE 
NO.M-99606 

WHEREAS, pursuant to the TClt&S Nanni R.csoun:a Code Q\apu:n 32, l3, SI, md Chapccr S2, Subchaptas A·D and H, (said Code being hcmnal\c:i- n:fcmd to u N.R.C.). Ind subject to aU 
rules and regulations promulgated by the Commissioocr of the Ocncnl Land Office .,di« tho School Land l3oercl pursuant lhcrcto, and Ill olhcr lpplic:able swuta 1nd amc:ndmmu ID said 
N.R.C., thc following area.11>-wit 

W/l OF Sl:CTION l&, BLOCK SJ, PUBLIC SCHOOL LAND SURVEY, CULBERSON AND REEVES COUNTIES, TEXAS, CONTAINlNG APPROXIMATELY 310.50 ACRES 
AS SllOWN ON TIIE OF'FIO~ MAl?S OF CULBERSON AND REEVES COUNTIES ON flLE rN nu: TEXAS CENl:RAL LAND OFFICE, AUSTIN, TEXAS, 

was, aJl.c:r being duly adYcrtiscd. offered for lease oo lbc 4th clay of Aurwt, 1998, al 10:00 o'cJoclc a.m.. by lbc Commiuiooer of the General uod Office of the Swe ofTc::us 1nd the School 
Land Board of the State of Texas. for lbc JOle 1nd oaly pwposc of prvspc,ctina 1nd drillina for, and pnxlucina oil and/« p.s lhll may be found 1nd produced from the above dcsa,l,ed area; and 

WHER.l!AS, aJl.c:r all bids 1Dd n:mittaocc,. wblc.b were received up to said lime have been duly coosidcred by the Commissioocr of the Gcocnl Land Office IDd the Scbool laod Board al a regular 
meeting thereof in the Ocncnl Laod Offic::c. oo the 4th day of Aurwt, 1998, hereinafter the · crrective date" and ii wu fouod and dctamincd thal TITAN RESOURCES, t..P. whose addrCA is 
SOO W. TEXAS, SUTTE SOO, MIDLAND, TX mot bad offered the biahcsi .,d bCSI bid for a lcuc of the area above described 1nd is. tben:fore, mtil.led to rc,ccive a lease tbcrcoft: 

NOW, nlER.EFOR.E, I, Oany Mauro, Commissioner of the General Land Office of tbo Swe of Texas. bcrcuw\cr rocnctimes n:fcrTCd to u "Lessor," whose oddrc:u is Austin, Texas. by virtue of 
the autbority vested in me ood in ooosldcndoo of the payment by tho bc:reinal\.cr dcsianatcd Lcssce.. tho sum of Elth• Tho,aand n,...., Hundred 'twmly Sb: i nd S9/IOO Oollln ($8,316.59). 
recclp1 of which is hereby llclmowledpd and of the royalliu, covenants, ldpu.ladoos and conditions cootaloed and hereby aar-1 to be paid, oblcrved and performed by Lessee.. do bcrcby clcmix. 
~~ lease and let unto tho above mcoliooed bidder the exclusive riaht lO prospcc:1 for, produce .,d take oil ood/or p.s from the aforesaid ll'ea upoo tho :f'ollowioa tcrmJ and conditions. ~wit 

I . RF.SER VA TION: There is bcrcby exc:cp1ed and reserved to LeSJor the full use of the property eova-ed hereby and all riabu with rcspcc:t to tho suruce and sublurfacc thcrcof for my and 
all purpose, excepc lh05C granted and to lhe cxtenl bcrcin granted to Lessee. together with the riaJ!u of inarcss md egress and UJC of said Wlds by Lessor and iu mwcnl lc:sxcs. for pur)lOfC:I of 
expl«ing for and producing the mincnb which an, oot covered, or "'bich may DOI be cova-ed in tho future, under the tcrmJ or tblJ lease, bu1 which may be localed willuo the surface boundaries of 
tbe leased area. All of tho rigbLS in and to the leased prcmlscs retained by LcsJOr Md Ill of tho riahlJ in and lO the I cued prcmiJc:s snoled lO Lessee herein shall be excrdJcd in such • 111.1111>a thal 
neither shall unduly inlcr(crc with the opcnlions of tho o<hcr. 

l . TERM: Subject to the other proviJioos hereof, tblJ lease shill be for a lerm of 6vt (5) year, from lhe effective dale hc:rcof(bc:ran called "primary term") ood u loog thcrcafta u oil or ps 
IJ prowced m payin1 quantities from said area. 

3. DELA V RENTALS: It oo weU bo commeocod on the land hereby leuod on or before the anniversary d.ale of lhi• lease, tbiJ lease sball tmninate u to both puties unless the Leucc oo or 
before said dale shall pay« lellda to the Commbslooer oftbe GcncnJ uod Office of the Stuc ofTClt&S • Ausun. Tew, the sum of Ooc Dollar (Sl .00), per •en. "'11itb shall opcrale u rental 
and cover tbe privilcae of defcning the commmectDcol of a well for twelve (12) moothJ from said date. Ill lilcc nwmcr .,d upoo like paymcoLI or LCndcn tbe commcoectDcnl of• wdl may be 
further clefcmd for like periods of the same number of mootbJ succc:ssivcly durina the primary term bm:of . . .. 
• 4~ fLlf>DUCTION ROY AL TIES: Subjce1 to tbe p<OVWOtlJ for royllty rcductionJ JCI out ID subpaBgBpb (E) of tblJ paravapb 4, upoo production of oil aod.'or ps. tbe Lcsscc IIJ1ICJ to pey 
« •cause 10 be pald to the Commlalooer of the General Land Office in Austin, Texas, for tbe use and benefit of the Stale ofTaas, durina the term bcffof: .... 
••• (A)! OIL1 /u a royally oo oil, which i, defined u including all hydrocarl>otu produced in • Uquid form III the mouth of the well and also all coodcmatc, dutilwc, and ocher Uqu.id 
hyd,ocarboiu recovered from oil or ps run through a scpu111or or other equipmco~ u hcrcioaftcr provided, 1/5 pst of the sroa production or the marlcct w.lue thereof, 11 the optioo of the Lessor. 
su 'Nlf to be delemlincd by I) the !ugliest pos1ed price, plu, premium, if any. offered or p,ud for Ot.l, coodcosalc, c1Jsnll11c, or o<hcr llqwd hydrocarbons, rclpCCbvcly. of a like l)'J)C and pavily 
in di cnenal area wbcrc produced and 'when nm,« 2) tbe lugbcsl market pnco thereof offered or paid ID tbc general ll'ea "'here produced and whco nm, or 3) the grou proceed, or the Ale 
lb!M', v.blc.bcvcr is the grcaicr. Lessee agrees thal bcJ«c any gas prowccd from the land bcrcby leased is sold, used or proccued ID a plan~ it will be IUD free of COii to Lasor throuah ID 

ad~uaic ~ii Md p.s ,eparator of coovcoaooal typo or ocher equ1pmcol al I~ u cJficlcol 10 the cod th11 Ill liquid hydrocatbotu recovcnble from the p, by JUcb means will be n:Q)\;crcd. Upoo 
~ t!Ji i • l ofl..euor, the requimnall that JUcb p.s be IUD throuah JUcb 1 ,cpan.1or or ocher oquipmcnl may be waived upoo suc.b lc:mu and cooditianJ u prc,cn'bed by Lc:ssor. 

• (D) ON-PROCESSED GAS: AJ a royalty oo any p.s (includina flared ps), wtuch iJ defined u all hydrocart,om 1nd pseo<u sut.lancu oOI defined u oil in subpenarapb (A) above, 
~rom any well oo slld land (exccpc u proviclcd hcrcin with respect lO p.s procc:sscd ID a plaol foe- lhc cxtl"ICIJOO of p.solu>c. liquid hydrocarbons or ocher producu) 1/5 pan of tbc grou 
~ or the nwicct value thcrcof, at die option of tho Leuor, such w.lue to be ba-1 Oii the bighes1 nwicct price pa]d or offered for ps of comparable quality in the acncnl area where 
produc d when run, or tho gross price paid or offered lo the producer, "'luchcver iJ pulcr provided tbat tho IIWl.imum prcsswc baJc in meuuiog tbe p.s 1111dcr lhiJ lease cooll"ICI shall DOI al 

II~ ~ coed 14.6$ pounds per square inch ablolute, Md the standard base lc:tnpcn!W"C shall be suety (60) dean,cs Fahrcobcit. com,ctioo lO be made for pres.sw'C aa:onhoa to Boyle's Law, and 
(or specific gravity according 10 lesl made by lhe Balaoco Method or by the mOll approved method oflCSllDg being used by the inwstry II the bme ofleSllng. 



(C} PROCESSED GAS: >J a royally oo any ps processed in a pso&e plant or other plant for the recovery of psolinc or othcr Uquld hydrocarbons, 1/5 part of the residue ps and 
the Uquld hydrocarbons c:xtnacd or the awi<ct value thereof, Ill the opc,oo o{the Leuor. All royaltiei due bctttn shall be based oa one hundred pcrca,t (I~.) of the tocaJ plant productioo of 
residue ps ann'buable to p.s produe.cd &om tbu lease, and oa fir\y percent (SO%) or Iha! pa'CCIII acauln1 to Lcsscc, whichcvcr is the pater, of the tocaJ plant productioa of liquld 
byd,OQltio.u, attnbutablc to the ps produced from Ibis lease; prov,ded that if Uquld hydrocarbons an: rcco'IU'Cd from ps procc:sscd in a plant in wbich Lessee (or iu J*'ffll, subsidiary or 
affi.ll.aae) ow,u an 111taut, thcn the pcrccnlqe applaeablc to liquld bydrocarboas &hall be fifty pcrccnt (SO%) or the hlabal pcrccnt accrwna to a third party proc:a.sin1 ps throu&h such plant 
aadcr a p,,cc:uull aaro,cmcnt ncl')liated III amu' lenath (or If there II no sucb third I*')', the blsbest pcrocnt then bdna specified in proc:a.sin1 •IJ'CClllenU or CQltnocU in the indu.say). 
wblc:bcwr ls the pater. The rc,pccdvc royaluei oo rulduc ps and OD liquld bydrocarbolu &hall be clctcnn!ned by I) the hl&hcst m.arl<ct price s-id or offered for any ps (or liquld 
11,)d,ocarl,oiu) of compwable quality in the ac:ncnJ area or 2) the sroa prices-id« offered for such residue ps (or the washttd avaqc arou acllin1 price for the respocd~ p-ades ofliquld 
bydrocarbolu). whichewr is the p,,atet. In no evait, ~ . sha.11 the royaltiu payable under tbis peralJ1ll)h be lcs, than the royaltiu whlch would ha,,., been due bad the ps - been 
proccsscd. 

(D) OTIIER PRODUCTS: >J a royalty oo carboo blade, sulphur or any ocher products produced or manu!acnftd from ps (cxccpu.o1 Uquld bydrocarbocu) ,-bcther wd ps be 
•casinpld, • •dry• or any other pa. by fractionatin1, bunun1 or any other proc:uslllJ. 11.5 part of arou product,oo of such products. « the mari<ct value thcrco(, 111 the opdoo of Lessor, JUcb 
awtct value to be dctmnincd as follows: 

(I) On the b&slJ of the lushest mnct pnce of each produa. during the ume mooth in which such product Is produced, or 
(2) On the basis o( the avaqe arou sale price of each produce for the Ame moo th in which such products an: produced. whichever IJ the p-cater 

(E) VAR1ABL£ ROYAL'JY: (i} SubJcct to the other provisioru of this lcuc, it is bacby provided tblll tn the cvait production i.n payina quantiues is established pursuant 10 the tams 
of this lease and sucb pn>ducuoo ls bc'ouaht oo lane and ales thereof an: commenced wuhln twenty-four (24) mooths of the elfcctivc date hereof, the royally ralc provided bcttin shall be 
rocb>ocl 10 IL75%, and &hall apply to each subsequcct well drilled and produced oo the laod covcrecl by this lease. Provided that, If dunng such twenly· four (24) mouth term dwiog which 
Lcasec may.,,. a reduced royally rate of 18. 75% u hcrcu, pv,,;dcd, Lessee &bould drill in aood faith and complete the fint weU u a dry bole oo the land covered by tbJJ lease, Lcssoe may 
n:,cdvc a three (3) mooth c:xlalSion of the tcnn i.n which to cam a rcduccd royally rate by sivina nodce to the Commwioocr of the Gcnc:ral Land Offiec. commC11CU11 clrillin1 opcnrloos oa an 
additional well prior to the cq,iradoa of such three (3) mooth period and prosecuting dillJenlly and in aood faith the drillin1 of such additiooal well and c.ocnplctin& woe IO tblll productioo in 
P9)'UII quantitiei b e:aablimcd and 10 Iha! such productloo b brou&hc on line and sales thereof an: commenc:cd prior co the cxplradoa of such three (3) mouth cxteruloo period. 

[Ii) In the evait production in payinc quantities ls established punuanc to the ccmu of tbJJ lease and ruch production IJ broughc oo line and sales thereof arc commenc:cd af\ci- the 
cq,iradoa of twenty-four (24) mooths from die cffccu~ dale hereof but prior to the cx:pitatioo of forry-ciaht (0) mooths from the: effective dale hereof, the royalty rate provided bc:rcin shall be 
reduced to 1,.375% and shall apply 10 each subsequent wclJ drilled and produced oa the land co\'U'Cd by thb lease. Provided that, if during ruch twcnly· fow- (24) month tam dwiog which 
Lcsscc may cam a reduced royally rate of 19.375•;. as hcmn pv,,;dcd, Lessee should drill in good faith and c.ocnplecc the fim well as a dry bole oo che land covc:rod by this lcuc:, Lessee may 
reec1ve a three (3) month cxr.msioo of the lcnn m which to cam a reduced royally !'Ile by sivinc nodce to the Commluiooer of the Gcnenl Land Office, commendn1 dnllln1 opcnrloos oa an 
additional v,clJ pnor to the cxplradoa of ruch three (3) month period and pr'OICC'lltin& dili1enlly and In cood fa,th the drill1111 of ruch lldditiooal well and c.ocnpletlnc woe 10 llw productloa in 
payinc quantities b established and 10 Iha! such productloo is bc'ou&ht oo lmc and sales chc:reof an: commenced pri« to the cxplradon of such three (3) mooth cxtmsloo period. 

(P) 0 DEDUCTIONS: Lcsscc liJ'CCS that all royalties a.ccruin110 Leuor under tbJJ lcuc &hall be wubouc dcductioo for the COil of prodw:ina:, transporting. and othcrwbc making the: 
oil, ps and other producu produced bcmmdc:r ready for sale or II.IC 

\ 
(C) ROY AL TY lN KIND: N«witlutandmc anythuia -,tained bera.n to the -,cn,y, Lcsaor may, at lu opcioo, vpoa DOC less than 60 days notice to t...esscc, rcqu.iR at any time« from 

time 10 time chat ~enc of all or any royalties accruln1 10 Leuor Wldcr this lease be made in lclnd without doducdoo r« the: c:os1 of produana, plbcrtn1, 110n111, IC'pllnllin1, crca.tin1, 

delrydrldn1, 00111prcssin1, procc:ssi.n1, ll"IIUporUIII and othcrwiso mald.na tbc oil, ps and ocher producu produced ba-amdcr ready f« sale « II.IC. Leuoc'1 ript 10 take iu royalty In lcind 
shall ooc dunlnlsb or aepto Lasor'1 ripus or Lessee'• obliplions. wbctb<r cq,ress or implied, Wider this 1- , 

(11) PLANT FUEL ANO RECYCLED GAS: No royall)' shall be peyable oo any ps u may rq,resmt this lease'• propoctioa.a1e lh.arc of any fuel used to proc.css ps produced 
bcramdcr in my proccuu,a piaDt. Nocwlduumdma 111yth.in1 -,tamc,d bcn:ia to chc coocray, and subJCCI to the CODJcnt in writins of the Comm.lulooer of the Gcncnl Land Office, Lcssoe 
may rcqde ps for ps W\ pw'P(*S oo the leased premises after the liquld hydrocarbons ooatained In the ps have bcal removed, and oo royalties shall be payable oo the ps IO rcqded until 
sucb time u the aame may thcreaJla be produced and aold or used by l.csscc in such manner as to entitle Lcuor to a royall)' thcrcoo under the royalty provisiOOJ of this lease. 

(1) ilNlMUM ROY ALTYi Dunq any yes after the cxplradoo of the primary cam olthis leuc, lf tbis lcuc is mauicalncd by producdoo, the royalties s-id 10 Lcsaor in oo cvaic shall 
be leu Ihm 11111110U11t equal to the toal 8DDual delay rmtal bcrci.n provided; odicrwue, there shall be due and payable oo or before the last day of the mooth succ-tln1 the annivcnmy date of 
this lease• sum equal to the toal cmual rmtal less the amount of royalues s-id durina the prcccdlng yar. 

(J) tARGlNAL PRODucnON ROYAJ..TI: Us- lessee'• writ1a1 applicaboo, the School Land Boetd may reduce the royalty raae 1e1 out in tbis paragraph and/or the minimum 
royalty Id oui in ~ <I (1) to cx1Qld thc oconoatlc life of this leue and eocowqe rccovuy ol oil or ps that misbt otherwise remain unrocovcrecl Any such royally rcductioa mllJI 
ooa!orm to the roquircmcntJ o( any School Land 8oll'd edminblrm~ rules oo this subject. Royally may DOC be reidueed below the applicable IWUtcxy minimum. 

5. ROY AL'JY PAYMENTS AND R£PORTS: All royalties ooc talccn in lcilld shall bes-id 10 tho Commlulooci- of the Gcnc:ral Land Office IC Austin., Texas, in the foUowin1 manner. 
Paymenc ol royally oo production ol oil and pl sha.lJ be as pv,,;dod in tbc rules Id forth in the Texas Rcclmr llulca CWTa1tly pv,,;dc that royally OD oil b due and mUJt be r=vcd i.n the 

Ocncn1 Land Office oo or before the Sch day of the IOOOnd mooth ..-ling the mooth of productloo, and royalty oo ps b due and mUJt be rccdvcd in tho General Land Office oa or before 
the 15th day of the second mooth IUCCCCding the mooth of produc:tion. accompanied by the affi~t of the owner, managci- or other authoriz.cd aaent. complel<>d in the form and manner 
presa,l>cd by the GcncraJ Land Office and abowinc the pou amount and dupocitioo of all oil and p1 produc:cd and the marlcct value o( the oil and ps, toactber with a copy o( all ~,;pr..., 
records or rq>Ol'U ooafirminc the arou production. dispositioo and marlcc( value includlnc ps me1.cr readings, pipcltDC rcocipu. ps line rccdpU and other chcda or mcmcnnda of Mlounc 
produced and put Into pipelines. IJlnks, or pools 111d ps lines or ps IUJrqe, and •Y other rq>Ol'U or records whlch the Gcncnl Land Office may rcqu.iR to verify the pou pro<alAOII. 
dupocitioo and man:ct value. In all caxs the authority of a managci- or liClll to act for the Lcsscc bcmn mu.ti be flied in the Gcncnl Land Office. Each royalty payment shall be acc4n~¢' 
by • chcc1c IWb, ..:bcdulc, 1W11111aty or other remluan« advice abowi.nc by the usiped Ocncnl Land Office lcuc number the amounc of royally being paJd oo ucli lcuc. If Lcsscc pays blJ 
royally oo or before thirty (JO) days aJla- the royalty payment was due, then Lcsscc owes a penally of 5% oo the royally or ru.oo, wbichcvcr is pater. A royally payment whlch ii over~ 
(30) days latc shall acaue a penally of 10% of the royalty due or ru.00 wblcbevc:r ls pea1ci-. In addition to a penalty, royalties &hall acaue inla'CSt IC• rate of 12~~ per year, such intMf W 
bepn accrulnc when the royally ls dxty (60) days overdue. Affidavlu and 1>.1pportin1 documenu which arc DOC filed when due sha.lJ incur a penalty in an amount 1e1 by the Gcncnl~ 
Offic:c .m:a.inlJtn.tiw rule which Is cffcctiw oo the date when the affida,,;u or 111pportin1 documenlJ were due. The Lessee &hall bear all rc:sponsibll.1ty (or payin1 « causin1 royalties 10 be 
s-id as presa,l>cd by the due date provldod herein Paymenc o( the delinquency penalty &hall in oo way opcnace 10 prohibit the Swc'1 ri&hl of f«fciturc as provided by law nor act 10 ~! 
cbe dale oa which royaltiu wen: orisinalJy due. The above penalty pvvuiOl'll lhall DOC apply in caxs of ulle dbpute as 10 the Swc'1 portioo o( the royalty or to Iha! ponloo of the royal'l in 
dupilc u to facr ma1cct value. . ... 

• • 
'- (A) RESER YES, CO!IITRACTS AND OTICER R£CORDS: Lessee &hall annually fumbb cbo Commwioocr of the Ocnenl Land Office with au best poua'ble estimate o( oU ~ 

l'CJCtVCI undcrtyins this lcuc « allocable to thu lease and &hall fumbb Aid Commwioacr with copie, of all coocncu w,dcr which ps is 10ld or proccucd and all subocqucnt ap-ccm«>U and 
amcndmenu to such cooll'1ICU within duny (30) daya aJla- Clllt:rina Lato or malan1 such cootrxts, agrccmenu or amcodmenu. Such coacncu and ac,eemcnu when recdved by th(~ 
Land Office shall be bcld in ooaficlmcc by tbe Gcnenl l..aod Office lllllca1 otherwise autboriud by Lessee. All other CQltncts and rccords pcnainlnc to the productioo, tnnspor1alion. ule and 
mlf1atm1 of the oil and ps produe.cd oo uid pn:mua. includma the boob and acc:owus, rccdpU and clitcharscs of all wells, tanks, pools, mctcn. and pipelines shall III all times be 1Ubject 10 
uupcdloo and cumUllll.a by the Commissioner of the GcncraJ Land Office. the Attorney Gcnenl, the Govcmor, or the rcpmenl:ltiw of any of thc:m. 
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(D) DRJLLlNG RECORDS: Wrincn oodce or all opcradOIU oo th!J lease shall be submltted to the Commluioocr o( the Gc:ocnl Laod Office by l..csscc or opcnior five (S) days before 
lp<ld date, worlcovcr, re-entry, tcmponuy obandoomc:nt or plug and ~dooment or any well or 'WClls. Such wrinen oodce to the Gc:ocnl Land Office shall include copia o( Ra,'Jro.d 
Commluioo (onru (or appllca.tloo to drill. Copia o( well I.CSU, complcdoo rq>orU end plugainc ttpOCU shall be supplied to the Gc:ocnJ Land Office al the time they are filed with the Tcus 
lwlroad Commissioo. Lessee shall supply the GcncnJ Land Office with any records. memoranda. eccounts, rcporu, cunin&s and c«cs, or other i.nfonnadoo relative to the opcndoo or the 
aboYO«SCribcd premises. wblch may be requested by the GcncnJ Land Office, in adduioo to those bcrdn expressly provided for. l..csscc shall bavc an eloc:uieal aod/or ndloaaivity JUrVcy 
made on the botc-bolc section, Crom the baJ<: or the surface ea.sing to the IOt&I dcp(h or welt. o( all wells dnlled oo the abovc described premises and shall tnnsmit • INc copy of the loe o( cxb 
survey oo each well to the GcncnJ Land Office within fifteen (IS) day, after the malcing or uid survey. 

(q PENAL TI ES: l..csscc shall incur a penalty wbcnc:va- n:poru. doc:umcnt.1 or other malcriab uc DOI filed In the Ocncnl Land Office wbc:o due. The pc:nalty for late filing shall be act 
by the Ocncnl Land Office odminlstrativc n,Jc which t. dTcaivc oo the date when the m11crials wen, due In the Gcncnl Land Office. 

7. RETAINED ACR£.AGE: Norwithstandin1 any provision of this lease to the cooin,y, after a well producinc or capable or producing oil or p1 bas been completed oo the leased 
premises, L.csscc shall cxcrclse the dil igence or a rcasooably prudent opc:rator in drilling aucli addluonal well or wells u may be rcuooably necessary for the proper development or the leased 
prcmlses and in man.:cting the production lhcreoo. 

(A) VERTICAL: In the event thlJ lease Is In force and effect two (2) ycan aft.er the expiration dale of the prima,y or cxtcDdcd tc:rm it &baJJ then t.cnn1Dllu, u to all o(the lcucd pmniscs, 
EXCEPT ( I } ~O acres SUITOUDding each oil well capable o( producin1 In paying quantitia and 320 a.a-cs SWTOW>din1 each ps well capable of producin1 in paylns quantida (LDCludina a lliut· 
in oil or ps well u provided in Plnpph 11 hereof), or a well upoo which Lcsscc Is lhen C:OP&cd in cootinuous drillin1 or rcwon:ing operations, or (2) the number of acrcs included in a 
procludn1 pooled unit pwsua11t to Narunl R.csourccs Code s-iOIU S2. ISI-S2.ISJ. or()) sucb .,.w.cr or lcucr number o( acres u may then be allocau,d for production pwposea to a proniioo 
unit for cacb such produdna well under the n,les and rc:gulatiOIU of the lu.ilroad Commission of Tex.as, or any successor agency, or other 1ovcmmc:ntal authority baving jurisdiction. Within 
90 day, o{ a patti.J tcrmlnarloo of this lc:asc In acc:onlmcc wilh th!J sul,p,anpph and upoo paymcot of the minimum filing foe Jet by Gcocral Land Office rul~ in effcc:t al lhc time of the 
!*'rial 11crmlnadon, L.csscc shall bavc the right to obtain • sum,cc leuc for Ingress and egress on and acrou the tc:rminatcd portioo or the leucd prcml.scs u may be l'CUOll&bly noc:essa,y (or the 
oontloucd opcntion of the portions of lhe lease remaining in force and dToa. lf Lcsscc faili to lpllly for a surface lease within the 90 day period spocificd above. Lcssoc may apply for a 
surface lease from the Land Office, but lhe Land Commwloner lw the disactioo to pant or deny IUCb applicadoo llld to ICl lhe foe for such surface lease. 

(B) JIORlWITT AL: In the event lhlJ lease Is in (orce and cfJ'cc:t two (2) years aft.er the cxptratioo date of the prima,y or extended term it shall funhc:r t.c:rmi11ate u to all depths below 
100 foct below the toul dcp(h drilled (bcrc:lnaftc:r "docpcr dcpdu") In each well located oo acrcacc rc:wncd In Pan,r&llb 7 (A} above. unless oo or Wore two (2) years after the primary or 

• ex1c:odcd tc:rm Lessee pays an amount equal to ooo-bal( (112) of the boous originally paid u coosldcruioo for lhlJ lease (u spc,dlied on pqe I hereof). lf such amount Is p&id, this lcuc &baJJ 
be In force and dTcc:t u to such docpcr dcpdu, and Aid tcrmlnation shall be delayed for an additional period of two (2) years and so long thcrc:al\cr u oO or ps Is pr-oduccd In payin1 qumdties 
from such docpcr dcpdu covered by this lc:asc. 

(q IDENTIFICATION AND FILING: The surface acreage rc:wncd bc:rcundc:r u to each well shall, u nearly u practical, be in the form of a ,quarc with the well located in the center 
tbcrco(. or such ocher lhapc u may be approved by the School I.and Board. Within tbuty (30) days aft.er par1iaJ tc:rmlnation o( th!J lc:asc u provided bc:rdn. Leuoc shall accutc and record a 
rc:lease or rc:lea.sc:s coot.lining a ~ lcpl dc:scripdon of the IOQUie and/or dcpdu DOI rc:taincd bcrcuDdcr. The recorded release, or a certified copy of wnc, shall be filed In the Gcncnl 
1.-1 Office, .cc:omJ*llcd by the filing foe prescribed by the Gcncnl I.and Office rules in cfJ'cc:t oo the date the release Is filed. lf Lcssoc falls or rc:fusca to accutc and record such rc:lcuc or 
rc:lcucs wldtln ninety (90) day, after bdng requested to do so by the GcocraJ Land Office, then lhe Commwlooer II his aole discrcdoo may designate by wriu.cn lnstnimc:ot the acrcace a.ad/or 
dcpdu to be released bcrcunder and record ruch insuumc:ot It Lc:sscc's cxpcnsc in the county or counti~ where the lease is located and In the official records of the Gcocral Land Office and 
such desisnatioo shall be bindins upon Lcssoc for all purposes. lf a1 any time aft.er the effcaivc date of the par1iaJ termination provuiOIU bcrooC. the applicable field rules are clwigcd or the 
well or wells located lhercoo arc rcc:lwificd so that leu acreage is therc:after alloca1cd to uid well or wells for production purposes, this lcuc shall thcmipoo terminate as to all aacace DOC 

thcn:&tur allocated to uid well or wells for production purposc:s. 

I. OFFSET WELLS: lf oil and/or gu abould be produced In commercial quantitia Crom a well located on land privately owned or on State Lind lcucd al a lesser royalty, whlcb well is 
whhln ooc thousand ( 1,000) feet of the area included bcrdn. or whicb well Is cnlnlng lhe area oova-cd by this lease, lhc Lcssoc abal1. withln a1xty (60) cl.i\)'1 after JUcb initial productioo fn,m 
cbc drainlna wcU or the wcU located within one thowand (1,000) foct Crom the llf'C& oovcrcd by thiJ lease bcain in aood faith and pro.ocutc dili1cnt.ly the dnlllng of an olIJCt well oo the....,. 
oown,d by this lcuc, and such ofuet well shal.l be drilled to such depth u may be occ:cssary to prewnt the undue chlnqe of the aru covered by th!J lca.sc, end the Lcsscc, manager or driller 
lhaJJ ae all means necessary In a rood failh effort to make such offset well produce ou md/or ps in commercial quantities. Only upoo lhc detcrmlnadoo of the Commiuloocr and with his 
wrinc:o approYlll. may lhe payment o< a ccxnpcnsatory royalty utisfy the obUplioo to drill an offset well or wells rcqulrcd under this ParacnPh-

, . DRY IIOLE/CESSATION OF PRODUcnON DURING PRJMARY TERM: lf, dwioa tho primary term bm,of and prior lO diJOOYCry and procluclion o( oil or ps 00 said Land, 
Lcsscc lhould drill a dry bole or bot~ thcrc:oo, or If during the primary tam bcrcof md after the discovery md ICtUal production of oO or ps from the leased prcml.scs such productioo thc:rc:of 
lhould oca,c from any cause, this lease &baJJ not tc:rmhwc If on or Wore the expiration o( sixty (60) day, Crom dale o( complc:tloo of Aid dry bole or ccsutloo of productioo Lc:ucc 
oommc:occs additlooal drilling or reworidn& opcntiOIU thcrcoo. or pays or tcodcn the next annual delay rc:otal in the wnc = u provided in this leuc. lf. duri.n& the last yur of lhc 
primary tc:rm or within slxi;y (60) day, prior thCl"CIO, a dry bole be ccxnplctcd and abaodoocd, or the proclucdon of oO or ps lliou.ld cease for any cause, Lcsscc's rights shall remain in full force 
m1d dTcc:t without furth« opcradoru until the cxpindon of the primary tc:rm: md If Lcsscc bas not raumed production in payina quandtia a1 the c,q,in,doo oC the primary tc:rm. Lc:ucc m.,. 
maintain thls lease by oooductin1 additlooal dnlllna or rc:wondna opcratiOIU pursuant to ~ 10, usina the cxpindoo of the primary tc:rm u the date of cessation of production under 
~ 10. Should the lint well or any subscqucot well ~od on the above dcscn"bod land be completed u a abut-in oil or ps well within the primary tam bcRoC. Lcsscc may resume 
peymcnt o{ the mnual rc:otal In the umc = u provided bcrdn on or before the rc:ow ~I dale following the cxpindoo o< sixty (60) days Crom the dale o( complcdoo of such abut-in oil 
or p, well and upon the failure to m.alcc su,ch paymc:ot, this lease shall ipso r.cco lcr1nlnal.c. lf 1t the apin,don or the primary term or any time tbcreallcr a abut-in oil or gu well Is located on 
the leaxd prcml.scs payment.I may be made In ~ with the abut-in provisions hereof. 

10. ~ TION, DRILLING, AND REWORKING: ll, aJ\cr lhc cxpindon of lhc primJ,y term, production of o0 or ps from the leased premises. af\cr ooc.c obtained, abould cease 
rroa.~ - . thls leuc shall not tcrm.inatc If Leucc commc:occs additional drillin1 or reworldna opcradOIU within abtty (60) day, aJ\cr such cessation, and this lease shall remain in Ml 
force W~cc:t for 10 loog u su,ch opcrad01U continue In aood faith md In woriaiwilllce manner without lntatupdons total.inc more th.an sixty (60) days. lf IUCh drillina or rc:woridn& 
apcr)llfdlt ft::filt In the production of oil or ps, the lease shall ranaln in full force llld dTcc:t for eo loo& as oO or ps Is produced Crom the lcucd prcml.scs In paylna quantities or paymc:o1 or 
111111~ .T ~ well royalties or payment o( compaualX)C'y royaltia Is made u provided bcrcin or u provided by law. lf the drilli.ng or rcworldn1 opcratiOIU ,-,.]1 in lhe complc:don of • well 
u a dry,j)olc, the lease will DOI tc:rmhwc If the Lessee commc:nca additional drilling or reworldna opcnt:iOIU within aixty (60) days aJ\cr the completion of lhe well as a dry bole, and thiJ lcuc 
shall "'Tfi f cfJ'ce1 10 long u l.cslCC cootinues drillin1 or rcworldna opcratiOIU in p>d faith and In • wor1cmanlilcc mao.ocr without intcrrvpdons totaling more than aixty (60) days. l..csscc 
shall• ~uc:n notice to the Gcncnl Land Office within tbuty (30) day, of any ccuatioo of production. 

IL· i [~CN ROY AL TIES: For pwl)OSCI of th!J panppb. "well" mcan.s any well tbal bas been u.slgncd a well ownbcr by the IU1.C qc:ncy baVUl&jur!Jdicdoo over the producdoo of otl 
and i:.. 1f ,i any time aft.er the cxplratioo of the primary tam of a lease that. until bdnc lliut In. was bdnc maintained in force and dTCC(, a well capable of produclna oO or p.s In ~I 
quantl~ Is located oa the leased premises, but ou or p1 Is not bdng pr-oduccd for Lacie o( suilablo production facilities or lac.le of a suitable mnct. then Lcsscc m.&y pay u a abut-In oil ot gu 
royalll It fllounl equal to double the annual rc:otal provided in lhc lease. but not less than Sl,200 a yur for each well capable of producing oil or ps In paying quanddc:s. To be etrccuvc, 
ex31nJtial alout-in oil or gu royalty mUSI be paid on or Wore: ( l) lhe cxpindon o f the primary term, (2) 60 day, aft.er the Lcsscc oca.scs to produce oil or ps from lhe lcascd prc:mJsc:s. or ()) 
60 daf/ -1\!r l.cslCC com pl~ a drilling or rc:woridng opcntioo In a.ocordancc with the lease provlsioou; whichc:va- date Is lal.cst. If the lliut-in oil or ps royalty Is p&id, the lease aba!I be 
CO!Ui~ ..lctbc a producin1 leuc and the i,-ymc:nt shall extend the term of lhc lease for a period of ooc year from the end of the primary term, or Crom the lint day of the moath followina the 
mood.Iii~ producdon ccu«I, and, aft.er that, If no suitable producdoo facilities or ,uit:able marlcet for the oil or gu abu, Lcsscc may extend the lusc for four more succc:ssivc periods of 
one ( I) ~ by paying the umc amount each yur oo or before the cxp!n,tloo o ( each lliu1-in yu,r 

,L COMPENSATORY ROYALTIES, U, """• .......... ·-b"" lo di'~ by-~• or .. ~ ..... oil•"' ...... ol o ... b 'JI~ 0 p,1"1-"~ 
Crom a well loeated within one thowand (1,000) foct o(the lcucd prc:mixs and completed in the wne producin1 reservoir, or in ... ,.., • .-& 41Gf11bt IO oootinuc to 
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' awAtw cbc lease by peyias lbc abut-ui od or ps royalty ahall CC&JC, but lbc lcasc ahall rcmat11 cffccuYC for cbc r=llDda of cbc year for wblch the royalty hu bcc:o paid. The Lcucc may f 
awAtw cbc lease for four moN IUCCCSSIYC ,--, by Lc:uce peyu,1 compcnsa1D<y royall)' • the royalty rue provided "' cbc lcasc of cbc m~ct value of producdoo from cbc wdl causu,

1 
cb 

clrainqe or wblcb ls completed m !be umc pn,clucina IUO'YOII and within OM tbouAIMI (1,000) roct of cbe leased prcmlsc:a The eompmAA.ofy royall)' is 10 be paid monthly IO lh: 
Commlmooc:r bep.lllUDg oa or before cbc l&SI day of lhc mooch followuta the month In which the oO or ps iJ produc:cd from the -11 causlna cbc dralnqc or that is completed in cbc same 
producui1 rcsavoir and located w,tlw, OM chow.and (1,000) feet of the leasod pmnucs; ifcbc compcnsa!Oly royalty paid in any 12-month pcnod 1J io III amowit lcs:s tbaa die 11111uai abui-ui 
oO or ps royal1Y, Lessee aba1I i-r III IIDOWII oqual to lhe dilfcnoce within lhlny (30) day1 Crom lhc cod of lhc 12-month period, 111d none or lhC:IC provisions will rdleYC Lascc of lhc 
obUpdOD of n:uooablc ~lopmc:nt nor die obliptiOD IO dnU offset wdls u provided in N.R.C. Scctioa 52.0l•; h°"'cva-, 11 lhe dclcnnlnadoa or lhe Commwlooer, and with the 
Coaunwloaer', wrinc:n approval. the payment of compcnsa!Oly royalties shall utisry the oblipuoo IO dnll offset "'ells. Compensatory royalcy paymcnlJ whlch an: oot timely paid will accrue 
pcnall)' and int~ in accordaoce wicb Pvaanph 5 o( thb lcuc. 

13. EXTE.NSIONS: I!, al the c:,q>IBIJOD ofcbc pnmary 1cm1 ofcbu lease, producuoa of oil or ps lw not been obwned oo cbe leased premises but dnlhna opc:ntiOOJ arc bcin1 conducted 
lhcreon io aood faith and in a 1ood and won:manhkc manner, Lcucc may, oo or before the exptratloo or the primary kml, file in lhe General Land Office writtcD appliwioo IO the 
Commwiooer of the Gcnc:ral Lmd Office for a lhuty (30) day C'Xlcnsioo o( this lcuc, eccompanied by paymcnt of Three Thousand Dollan (SJ,000.00) if lhu lease coven d.t huodred fony 
(6-40) .aa or lcs:s and Su, Tbous&od Dollan ($6,000.00) if cbiJ lease coven more lhan six hundred forty (6'40) ICl'CS aod the Commiuiooer ahall, "' wnuna. cxlald this lease for a lhlny (30) 
day pcnod from and after cbe c,cpinuoo of the pnmary 1cm1 and ,o Iona lhcrca1\cr u oil or ps u produc:cd in payin1 quanuues, provided funher, thal Lc:uce ~. so 1001 u JUc:b driUina 
opc:ndODJ arc be.Ula cooductcd make like apphe11100 and peymcnt dwin1 any lhlny (30) day extended pcnod foe an addJuocw cxtcnsioo of lhlny (30) day, and. upoo rccc1p1 of ,ucl, 

applicauoo and payment, cbc Commusioaer mall, in wn11111, ap,n cxtcod lhu lcasc ,o thal aame llwl rcawn "' force for JUcb addJuocw lhuty (30) day period 111d so IODg cbcrw\c:r u oi1 or 
ps iJ produced III payia1 quanuocs. prov1dcd., ~en-er, lb.al this lase shall - be cxtcndod far more lhao a total of throe hundred ninety (390) days from and after cbe cxpirauon o( the 
pnmary term wtlcu produc:ooa in peyi,11 quanutles hu bcc:o obwned. 

I._ USE OF WATER; SURFACE: Lessee &hall have cbe liaht 10 use water produced oo said land ncccua,y for opcntiODJ hereunder and solely upoo the leased premilu, provided., 
i.o-.,.,., Lc:sJc:c ahaJJ - u.sc pouble watcr oe water JWtable foe IIYCStodc oc irripdon pu,polCJ far -er Oood opc:ndoos without cbc pnoc wnncn COIUCllt of Leuor. Subject IO iu obUp.tioo 
IO pay IUlfacc damaacs. Lcsscc s.b&ll haYC cbc n&ht to u.sc so much of the surfxe of lhe laod thal may be rcuooably necessary foe dnlhna and opcntlna wells 111d transpoltina 111d matlcctina 
the productiOD thCl'Cfi-om. JUch use lO be conducted under oooditioos of lcasi U'.l)ury 10 the surface of lhe land. Lessee shall pay swfacc damaacs in an amount Id by the General Land Office 
fee IChcdulo wtucb iJ effective oo the date wticn lhe actJYlly rcquinna the paymmt of JUrl'ac:c cwnaaes occun 

15. POLLlTTION: In dcvelopin1 cbiJ area, Lessee shall u.sc lhc hi&hes1 lkarce of W'C and all proper l&l'ccuanb IO prevcot poUuuoo. Without lunl11111 lhc forc1oin1, pollutiOD of COU1al 
~ nann.l -crw.ys. riven and impounded, water shall be pttva1lcd by cbc u.sc of conwruncnt Cacilitscs sufficient IO prcvmt aptllagc, a«pqc Of pvund water oont.aminatloo. In cbc, 
CYCl!t of pollution. Lessee aba1I uc all mcaiu al lu dupcuJ IO roc:apNrC all escaped hydrocarboos or ocher pollutant llld s.b&ll be rcspODJ1'ble foe all damaie IO public and priYlllc propatlc:a. 

(A) UPLANDS: LCSlcc shall bwld llld awnta.n fcncc:a around 11J slush, sump, and dralnaae ptlJ and tanJc battcnes JO u IO protect livcstoclc apiDst Jou. damage or iajwy; and upoo 
complcuoo or abandonment of any wcU « -111, Leslee shall 1iU and level all slush p(IJ and celi- and completely clean up cbc dnllin1 Ille of all rubbish lhcrcm. 

{B) SUBMERGED LJ.NDS: No diJcharac of IOlid waste or prbqc shall be allowed into Slalc watcn from 111y drillio1 oe aupport ve:uds, production plaiform, crew oc JUpply boat, 
bersc, jac.lc-up rig « other equipment located oo lhe leaJOd area. Solid wutc aball Include but ahall - be limited IO oootaincn, cqulpmcot, rubbish, plutic, pasJ, and 111y other man-made 
~an,dable Items. A dgn must be duplayod In a lush nllic area oo all YCUda and m11111od plal!ocma .wins. 0 Discharac of 111y aolJd wutc or prbqc into SWe Watc:n from YCSJCIJ 
or plad'omu is lllic:tly prolu'bllcd and may aubjcct a Slalc of Tow lcasc IO (orfCJnu,,.• Such ltalcmcnt shall be In lcncring of 11 lcas1 1 • 1n du. 

(C) RIVERS: To cbe exu:ot ncccssa,y IO prcvcnt polludoo.. the provisloos fOWld in aubscctioos (a) and (b) of this p&rlirlpb ahalJ also apply to riven and riverbeds. 

(D) PENAL TY: Failure IO comply with lhc rcquircmcnlJ of this provision may ,-ilt in cbe maximum pcnalcy allowed by law inc.ludin1 forfeiture of the lease. Lessee ahalJ be liable foe 
the damqa caused by JUCh £allure and 111y COltS and apcnscs l!ICWTcd Ill c.lcaaln1 areas alTcctod by cbe diJcliqed waste. 

l '- IDENTIFICATION MARJCERS: Lesscc aha1J erect,• a dulancc - to c:xccod twally·6ve (2$) foct from each wcU OD the pmnlscs CC7Va'Cd by this lease, a k11'ble dgn OD which 
abalJ be llatcd cbc name of cbc opcnl«, the kasc daipiallOD and the wcU number. Where two oc more wdlJ OD cbc same kuc or where -u. oo two or more leases 1rc OODDcctod IO cbc same 
Wlk bettcry, wbcthcr by Individual flow Linc OOODCCdoos direct IO the tank or lmla or by uc of a multiple bcadc:r l)'Slcm. each lule bctwccu cxb wcU and JUCh tank or header shall be lc11'bly 
ldc:nlificd al all times, alhcr by a 6rmly attachod taa oc pll1c oc III ldc:nufiCldoa property painted oa JUcb lioe al a diJtaDce - IO cxc:ccd cbrc,c (3) foct from JUcb tank« bcadc:r oooncctioo. 
Said dpu, lap, pl11cs or other ldcouficauoa marl.en shall be maintalncd in a lq1'blc cooditloo lhrouabout the tam of cbiJ le&JC 

17. ASSIGNMENTS: lbe lease may be tnns(cm,d al any ume. All tnnsfcn must rdcrcnc:e Ille lease by cbe file number and must be rcconlcd Ul cbe oounl)' wbcn die area ls localed, and 
the rccotdcd tnnsf« oc a oopy ocnificd IO by the Coun1Y Ocrlc of the COUDI)' where the u.wer II rcconlcd must be filed in the General Land Offioc within nlncty (90) days of the cxccutioo 
date. u provided by N.JLC. Section 52.026, ~panied by the filin1 foe prclQ'ibcd by cbc OeocraJ Land Office rules In effect OD the date of receipt by the Gcnc:ral Land Office of JUCh 
tnnJfer oc catl.licd oopy thc:rcof. Every ll'IIUf'crec ahall IIUCCCcd IO all rish11 and be aubject IO all obUp.tiocu, liabilities, and penalties owed IO cbc Swc by the origuw lessee oc 111y prioc 
ll'IIUf'crec o< the 1-, includini any Uabilities IO lhc Ila.le foe unpaid royalties. 

I I. RELEASES: Lessee may release cbc ri&hlJ pmtod bcreundcr IO cbc Slalc at 111y time by rwordina the release in lhc OOUDIY when thiJ area ls situated and filini the rccotdcd release oc 
ccnificd copy of ume in the Gc:na'&I Land Offioc within iu.ncq (90) days after iu accutlOD ~panicd by the fillna fee prcscn'bcd by cbe GcncnJ Land Office rules in effect OD the date of 
R>Cdp1 by the Ocncnl Land Offioc o{ IUCb release oc ccnificd copy thereof. Such relasc will - have cbc effect o{ relcasln1 Lessee from any liabfuty theretofore acaued l.n Cawr of the SWc. 

IJ. LIEN: In eccordaacc w,d, N.JLC. Socooo 52.136, cbc SW.c shall haYC a lint lici "POD all otl and ps produced Crom the area OOYCRd by this lease IO ICOlrC payment of all unpaid 
royally -S otba amu r,( moocy tb111 mq become due under t1w lease By accq,w,oc a(tlw lcuc, Lc:uce p,mu cbc ~ in addiuoo IO the lien provided by N.JLC. Section 52.136 1Qi¥11)6 
other appliQble ltlt\ltOry lien, an cxprcs:s oon.tnctual lien OD and l«Unty intcrcs1 l.n all lcucd miocnlJ in -S cxnc:tcd from cbc lcucd inmucs, all procc,cds which ~ eccruc ~ • 
Crom Cbc Ale of JUcb kucd m.lncn1s, wbctbcr IUcb procc,cds arc held by Lesscc oe by a cblnl petty, and all fixlurcs oo and improvcmcnlJ IO cbe leased pmn!scs a.scd in ooonocdOD with the 
produc:doo or proceuln1 of ,ucb lcucd mlAcn1J in onlcr IO ICCW'C the peymCIII of all royalties or otba- &mOUDIJ due or 10 become due unda this leuc aod IO ICCW'C l)ll)'UICllt of any ~~ V • 
Jou th.al Lessor may JUffer by rcuoo of Lessee's btuch oC 111y covmaot oe cooditiOD oC tbiJ lcaJC., whether expra.s or implied. Thu Um and accuricy iotcrcs1 may be fon:closcd ,vjth t,,t 
without ooun pn,cecdinp in cbc manner provided in cbe Tiile I, Oiapca 9 of the Tcua BUSIIICU and Commcn:c Code. Lcucc agrees thal the Commlssloocr may rcqulrc Lessee IO aCCUlc 
IDd rcoord IUCb UlJINmailJ u may be IUJOOAbly o-.y IO ac.lmowlqe, attach oc perfect ll>iJ Uc:o. Lessee hereby rqnsc:o11 that then arc no prior or ,upcrioe liens ariJ!ng 6" N d 
rclatln1 IO Lcucc'a activities upoo lhc aboYo-dc:ac:ribcd property« m>m Lcsxc'a ecquwtioa of thl.J leuc. Should the CommiJJiooa al any time dctc:rmlne that this rq,rcscnwloo ls not ~'\ • 
tbai the Coauniuiooer may declare this lease forfeited u provided herein 

• ...... 
10. F'ORFEJTURE: I! Lessee aha1J Cail « rd'usc IO m.ak.c the peymCIII o( 111y IUID within lhlny (lO) days Iller it becomes due, oe It Lesscc oc an ,wtboriu,d a&cnt abould 11:nowin mak6 

any Calsc mum or false report oooccmln1 produc:tioo or drilllna. or if Lcucc aba1I £ail oc rd'usc to drill 111y olrsct -u oc -u. in aood faith u required by law and the rules and re,ulatlo,u 
adopted by the Com.mlJsiooc:r of cbc Ocnc:nJ Land Office, or If Lc:uce abould &ii IO file reporll In the manner required by law or wl IO comply with rules and reaubdODJ pramulpud ~~~ 
Ococ:nl Land Office, the School Land 8-d. or the lwlroed Coounusioo. oc rd\ue cbc proper aulhcn1Y acccs:s IO cbe records pc:nalnln1 IO opc:nd.ocu, or if Lc:s.scc oe III au Jl<JI~ • 
abould lcnowinsJy fall or reNJC IO aiYC ~ ln!'onnadOD to cbc proper autboncy, or lalowulsJy wJ oc refuse IO furnish lhc General Land Office a ~ loe of aay well, or if Lcsscc°' lhi1f 
lcnowinaly ~ any of the matcriaJ provislODJ ofdw lease,« if this IC&JC II uaipcd and the assignment ls Oot filed ID lbc Ococnl Land Office u rcqulrcd by law, cbe rights ~ .im • 
lhl.t ka.se ahall be aubJect IO forfeiture by the Commwloaer, and be ahaJl forfeit &&me wbcn ...tiiciailly inf'ocmcd of the facu wblch autboru.c a rorfature, and whco forfeited the at!& abalf 
ap,n be subject IO lease IO the hlabcst bidder, under the same reauJatioos oontro1JJn1 cbe onpnal aalc or !cases. H~. DOlhln1 bc:rcin &ball be COIUtnlcd u waiving lhc aulOID&lio 
t.c:rminatlOD of tblJ lease by opcndoo of law or by reuoo of any apcc:ial limlWJOD aruln1 hc:rcundcr Forfeitures may be 6cl uide llld this lease and all rishlJ thcmmdcr reinsWcd before the 
rist,IJ o( mother lntCf\lCDC upoo wiJ!actory cvidc:oec IO the Comm1ulooer of the General Land Office of future comphaoc.c with die provi,loos or the law and or this lease and the rule1 111d 
rquladODJ thal may be adopted rel,nvc, hereto. 
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..!I. RJV£RDED TRAC'rS: Ill lhc ovcat this lcuc cown a rivubod. Lcssoe is ba-cby lpOClfically cn,,lcd lbc risbl of CIIW>COI domaill and oondcrnna.1ioo u prov,dc,d for in NJLC 
Socaoos n 092-Sl.093. u a '*' o( me coasldcradoo movina io Less« for lbc c:ovcnaats ba-ao made by Lessee 

Il. APPLI OLE LAWS AN'O DRILLING R£STRICTIO S: Thb lease aball be subJCICl to all Nlca and rtcuJadoas, lllld amendments lhcrcto. promulpted by lhc Commlssioocr of 
lhc Ocoenl Land Office 10~=1 drillin& and producln1 opcnlioos oo Pcnnancnl Free School Land specifically includia& any rulca promulpted lhll rdalc IO pl.ans of opcnlions, J)l)'lllcnl of 
royalties, lllld 1udl11ng proccduru.. lllld aball be aubj«:t IO all otha valid sutulCS. rules, rccuJaaoos. ordcn Md on1manca lb.al may a.lTCICl opcndoos under !he provwoos of lhb lease Wilbout 
llmilillg lhc acnenliry of lbc forcl(IUI&,. l..cssoc hereby IIJ'CCI, by !he ICCq)Wlce of lhb lease, to be bowld by and subject IO all ~ and rcplal«y pn,vuioos rclatui1 IO lhc Gcncn1 l.al,d 

Off"1ee'1 audi1 bilh111 notice and .udit hcarlnas procedures. S&id provWoos arc cutTC111ly found 1131 Tcxu AdmUUJlnllvc Code, Chapter•. and Tcxu Nanni llcsourccs Code Soc:doos S2 tlS 
IOd n .137 lhrougb Sl. 140. 111 lhc C'lall this lease cown land fnnclwcd or leased or Olherwue u.sed by• uvipdoo di.Rrict or by lhc Unilcd Swes for lhc l)W1)C* of 11avipuoo or ocher 
purpose loddcn1 IO lhc opcntioo ol • port. lhctl Lcuce aball not be cnlilled IO cnter or poucSJ such land w,thout prior approval u provided w,dcr Section 61 117 of !he Tcxu Water Code, bu1 
l..csscc shall be cntilled io dcv,:_lop such wid for on and ps by dirccdooal drilling; provided, however. lhll no JUrl'ecc drilling location may be nearer lb.an 660 feet and lpOClal permwioo Crom 
lhc Commiuiooer of lhc General Land Office is ncceuary IO make any tur!acc locauoo ncam- than 2, 160 feet mc:asurcd II naht angles from !he GCatUI bulk.bead Uoc or from lhe neates1 

dredged bottom edge of any dwuicl, &lip, or turning baslo which bas been aulhorlz.cd by lhc Unilcd Swcs u a fcdcnl project for rulUl'C c:orwrvc:tion, ,.,iuchcvcr is nearer 

ll. REMOVAL OF EQUlPM ENT: Upoo lhc tcnnin&doo of this lease for any cawe. Leuce shall DOI.. in any evmt. be permitted to remove lhc caslna or any pan orlhc cqwpmcnt Crom 
any prod111:lng. d,y, or abaodoocd wcU or wclb without lhc writtcn c:onscnt of lh.c Commissloaer of lhc GcnenJ Land Office or hb aulhoriz.cd reprcscnlallvc; nor ahall Less«, wilhout lhc 
wriu.c:n consent of aald Commissioocr or bis aulhoru.cd rq>R:1CDtadvc remove from lhc leased prcmlSCI lhe c:aslo& or any ocher c,quipmcnt. material, machlnc:,y, lll'!llwlca or property owned 
by Less« and u.sc,d by Lwcc in lhc dcvdopmcn1 and production of oil or ps lhcrcCtom uoul all d,y or abandoned wclli have been plugged and until all &lush or rcf'we pits ha,c bocn properly 
filled and all broken or diJC.Vdcd lumber, macltlocry, or dcbriJ shall have been removed from lhe prcmlJCI to Ibo sansf'actioo or Ibo wd Commiss1oaer or Im aulhoriz.cd rcpracnw,,c 

2._ FOR M,U EURE: Should Lcasoe be prcvm1cd from complyin1 wilh any aprcu or implied COVCIWII o( lhu lease, from cooductuJ& dnlho1 opcnllOOS !here®, or Crom produ=1 
oil and/« ps tbcrcfrom, all.er dTort made In good faith. by rcuoo o( ww, rcbcllloa. riols, llrikcs, fires, ICU of God or any order, rule or rcJUW!oo of pcrumcnw authonty, lhcn ,.,iulo so 
prcvcnlcd. Lcasoe'J obllpdoo IO comply with such COYaWll ahall be suspended upoo proper aod satwactory proof pucnlcd IO lbc Commlsdoocr of lhc Gcnenl Land Office In IUpport o( 

Lc:sscds contcntioo and Lascc aha1I not be liable (or dam~es for (aihn IO comply d>crcwllh (cxccpc In lhe C'lall of lease opcndoos aupa,dcd u provided in lhc rules and rcsuJatioos 
.dopc.od by lhc School Land ao.rd); and lhis lease lhall be extended while and so loo& u Lcucc ls prcvaucd, by any such awe. Crom dnllula. reworlan& opcnlioos or producin& od and/or 
ps from lhc leased prcmac:s; provided. bcr,.,'n'tt, llw ooelwt& bcmn-sball be oocu:uued IO suspend lhc payment of rcntalJ durio& me pruury or CXlmdcd 1cnn, nor IO abrid&• Lessee's ript to , 
JWl)CIWOO under any appUc:ablc sututc ol dtla Swc. 

l.S. LEASE SE.CURITY: Leuce ahall takc lhc hlpcst dcsrcc of care and all proper wcsua,ds io prolCct aald prcmucs lllld IO prevent lhd\ of oU, ps, Ind Olher hydrocarl,ou produced 
Crom aald lease. Thb includes, but is DOC llmilcd IO, lhc l.nswlatioo of all ncceuary equipment. JC.al.a, locks, or ocher appropn110 pro(Ceti"" devices oo or II all -,, points II lhc lease's 
production, ptherin1 and atoraa• ,ystanJ wbcrc lhd\ ofbydtoc.,t,ons can occur 1-shall be Uable for lhc lou of any bydrocarboas rcsultio& from lhcn and ahalJ pay lhc St.lie ofTc:xu 
royalties lhcrcoo u provided hcrcio oa all on. ps or Olher bydrocarbcru lost by rcasoo of !heft. 

2&. REDUCTION OF PAYMENTS: lf, durina lhc primJlrY 1cnn, • portioo of lhc laod COVCffl1 by this lease iJ Included w,lh.in Ibo bouodanes of I pooled wu1 lhat bas bocn approved by 
lhc School Land 0<*'11 in accon!aoce wilh 'N&tunl Rcsourccs Code ScctiOOJ Sl. IS 1-Sl.1 Sl, or if, 11 any lime aller lhc cx:pndoo or lhc pnmary 1am or lhc cxtcodcd lcnD, this lease COVU1 a 
lesser number of acru lha.n lhe toul amount dcscn1>cd herein, payments lhll ... made no • per acre buis bcn:u.ndcr aball be rnduced accordln1 IO lhc number of acru pooled, rclcucd, 
IW1'Uldcrcd, or Olhcrwise IC'Ya'OCI, ao lb.al payments dctcrmlned oo a per aac buis under lhc lCl'IIU of lhb lease durio1 lhc primary 1crm ahall be calc:ulalcd based upoo lhc number or acres 
ouuide lhc boundaries of • pooled uni1, or, if after lhc cxpirllioa o( lhe pruDJlrY lcrm, lhc number of acres actually rcwncd lllld oovcrcd by Ibis lease. 

17. SUCCESSORS AND 
uslgns of Lcucc bcrdll. 

JC S: lbc coYUW1ts, cooditioos and avc,cmcnts ooruamcd bcrcin ahall extend IO and be buidina upoo lhc bcin, c:xeculor'S, adm.in.lsnlon, aocccaaon or 

14. ANTIQUlTl.ES CODE: 111 lhc C'lalt lhll any fcanrrc of archcolnsical or historical lateral ls CDCOWlla'cd durm& lhc acuvides IWlhormd by dw lease, Les-= will immcd,a1dy cease 
.aiv!dca and will immcdiatdy nodfy lhc General l.and Office and lhc T cxu Hislorical Comm!JJjc,o ao lb.al adoqwlU measures may be uodcrukm IO prolCct or roc:ovcr such c!aooYcnca or 
li.ndinp, u appropriate. i..u- b cxprcsaly plac,ed oo notice o( lhc 'Nadonal lllstorical Prcacrv,,doo AJ;t. of 1966 ~9-66. IO Statute 915; 16 U.S CA •70). Les-= ahall comply with lh.c 
Antiquities Code o( T cxas, Chapur I 91, Nwnl Rcsourccs Code. u amended. 

19. VENUE: l..cSlor and lc:ucc. lncludla1 lcssec'J __, and usl&DS, hereby asreo that venue for any cluputc aris!o& out of a proviJioa of ,(bu lease. "'ilcthcr cxprc:sa or implied, 
rcprdina lnlA:rpr'Ctltioa of lhis lease. or rd&lin& in any wry IO this lease or IO eppllcable cue law, sutut.U, or ldmlni.snllvc rules, ahall be In a coun of compcla>t jwudictloa located in TraviJ 
Counl)', Swo of Texas. 

30. L US£ Fl U NG: Pursuant IO Chapter 9 or lhe Tex. BIU. & Com.. Code, lhlJ lease mutt be Ii.led of record in lhe office o( lbe Counry Oen in any oounty In ..,i,Jch all or any part of lhc 
leased premises ls localed, and ccrti!icd copies lbcn,or mutt be filed in lhe GcnenJ Land Office. The prescribed fih111 fee shall ICCOOlpany lhe ccru6cd copies acnt to lhc Ococnl Land Office 

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

• ...... 
• • 

.... 
• .... 

• ...... . . 

5 



. .. 
31. EXECUTIO : Tbu Oil ad 1u IC&M mllJI be si111cd IIDd ocbowledccd by lhe Lc:&sc,c before 11 IJ filed of record in lhe county records 111<1 in lbc Ocneral Land Office of lbc State of f 

Tau 

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

~r;EE7;Z?~ 

~ Dan P. Colwell 
TITLE: ___ VLi.uc ... e ........ P:..ic ... e .... :\ul ... du:.e ..... ou.t_-_..l .... o .... o ... ri_ 

DA TE: ___ .c.S.c.e.._p __ te __ m""'b'""e_r_2 __ S ... , _1_9 ... 9_8 __ _ 

IN TI:STIMONY Wll £R£0P, witness lbe allJUl:Ure of the Commlsslooer of the Gfflcnl Land Office of the Stale of Tau Wider thual of lhe Gco<ral Land Office 

• 
Lqal 
DC 
SD 
E1ec 

STATE OF ___ T_EX_A_S _____ _ (CORPORATION ACKNOWLEDCM£1'(T) 

COUr<I"Y OF_---'M-'-'I D;..;LA;.;.;.;.N...;;D _____ _ 
DAN P. COLWELL BEFOR..E ME. die undc:nipcd llllbonty, oo lhiJ day pcnooally appeared. __________________ _ 

VICE PRESIDENT - LAND of TITAN RESOURCES I, INC., knowo IO me to bo the~ wtio.c umc ll ,ubec:n'bod IO dM !orcroin1 lllSINmcol, u. ________________ _ 

General Partner of TITAN RESOURCES, L.P. 
-------------------------------lllld admowtodiod to me Iha! he cxCICUtcd the same 

Cor Ibo purposes and COl1Sidcndoo thcm11 ClqX'WCld. In the capecity ,wed, IIDd u the lid and deed of uld c:orpontloo. 

Givai under my hand aoc1 aeaJ o( office 1b1. the. ___ 2s_th ___ day or Sept,mbec 19 98) {;§i.lJd 
-~~ 

Exp 12·16·2000 

STATlt OF ___________ _ (lNDIVU)UAL ACKN0Wl..£DCM:EN11 

COUr<I"Y OF __________ _ 

Before me, the 1111dcnill!cd aulhonty, oo lbl. day pcnmally appeared. _____ _ 

knowo to me to he the pa"IOlll "'1lole names 8l'C ,ul>Kribcd IO the forc&OtJI& UIJtr\lmcol, and acbowlod&od to me llw they cxcauod the 
same for the pw1)0SCS and COllSidcndoo lhcf'cin cxprcsscd 

Givco under my hand and aeaJ o( office lhiJ the. ______ day or _____________ _, 19 ____ _ 

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

•••• ----------------------~.~ ... · 
Nowy Public m and for _____________ :• 

1 
• • • . . 
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THESTATEOFTEXAS I 

COUNTY OF CULBERSON L Unda Urf1111, C1tl'l"k ottheeomrtJOJffl'thtnd 

for said County a:4stat~ ~o h~b, oertifythl.l the f'm,egolnrll•tne~ . 
r:ur~i_pyot tb.1 i. C;er,IL41< dated :...z::.-zz . 
": o,.iiv,......i,,..,-.thl,L~., (Jd ...... 
19 7'" ., /LJ,%5 tl."::':"Clm',FOoNo. ,2 (12<?<2 ,toho 
r..wrdedinlhe 0:/ ~,: '-· iRenm:hot~~ • 
Texaa.. 1, . ' <7 TOCEJ!TIFYWHJC!I, ~m,hudando!!ldal"!!ll.Jcl~. f;>Bom.1~i., .. 
-~!f_--,-dayof ()(!~ .~' 1

' I I ·' 

./ ' ,I .r LINDA URIA!!,COUNTYCI.ERl< 
By'"""6«d-r:'<G<2 W"f',f «< ~ut,-. CULBERSON COUNTY, TEXAS. 
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Lease Number Book/V Pa Je Entry County I Pariah tate 

TX299-109-1 47-000-00 78 338 51200 CULBERSON TX 

Be Name I State of Tex as l L,.ase Date I 08 / 04 / 98 

Legal Oeac,iptlon 

\ol ot Sect.iol" , 9 )Ck 53, l'uhl IC School Lan l Survey, CUlbe,aon anl Reeves C unt.ies, Texas, con•a1n1ng approximately 120 50 

~ es ue shown on the Official Maf f Culbers n ,nd Rr.cVPS ~ un~1es n file 1n the Texas Gen.,ral Ulnd OU 1 e, Austin, rex1u 

QQ 56-....,, ....., ....., J l'J 

PROSPECT TX299 - PARAGON INDIAN/STJ.f- :: .., I 
Payee a A count. !,umber Affl()unt 

State of Texas CC{.,) )(320 . 50 
General Land Office 

0 1 7 ••• N. Congress Avenue 
A t n, TX 78701 .... 

- ltfci.n i&51Jurces /;;l( . . . L . ? .. . . 
R{f ··:·Period Beg . 08/04 /1999 DELAY RENTAL C"HEC"K. 100419 

• • • 
IN •• ' .:~s TO DEPOSITORY Y u have been designated aa deposit ry tor the above deacnbed payment Plellee c1ed1t the proceeds 
tl1 1 to the part1es n med nd in •he amoJnte ind1 ated Sh uld any ditfi ul•y t any lldture arise , DO NOT RETURN ur check, but 
1T1J • rlPpoait to the credit ot •he party named in a ape ial a and advise us au ooon au posalb,e tor further 1nstructione . .. 

• • . ... 

100419 
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Texas General 
Land Office 

David Dewhurst 
Commissioner 

Stephen F Austin Bu1ld1ng 

1700 North 
Congress Avenue 

Austin, Texas 
78701-1495 

512-463-5001 

February 16, 2000 

Mr. J. Robert Ready 
Landman 
Titan Resources, L.P. 
500 W. Texas Suite 200 
Midland, Texas 79701 

RE: Mineral Lease Assignment 

Dear Mr. Ready: 

The General Land Office received the (oll~g instrument on 
February 15, 2000, and has filed it in MF099606 MF099608, 
MF099609J MF100082 and MF1 00083 

Partial Assignment of Oil and Gas Leases (State) With 
Reservation of Overriding Royalty (50%) with an execution 
date of January 17, 2000, from Titan Resources, L.P., as 
Assignor. to Mobil Producting Texas & New Mexico Inc., as 
Assignee, recorded in Culberson and Reeves Counties , 
Texas. 

If you have any questions, please feel free to call me at (512) 475-
2230. 

Sincerely, 

Titan Resource,. l P . Culbe,-on Co 

I 



... 
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sent -------

STATE OF TEXAS 

CO TY OF CULBERSO AND REEVE 

:d:5~11'-1 
( T T E) 
LT 

KNOW ALL MEN BY T HE E PRE ENT 

THAT, TJT RE O R E L .P. by and through its general partner TITAN RE OVRCE l , I C, 
whose address is 500 West Texas, uite 200, Mid land , Texas 7970 l , hereinaller referred to as "Assignor" , 
for and in consideration of the sum of Ten Dollars ($ 10.00) and other good and va luable considerat ion, 
the receipt and sufficiency of which are hereby acknowledged, does hereby bargain, sell , transfer, assign 
and convey to MOBJ PROD I T W ME I O I ., whose address is 500 West 
Illinois, Midland, Texas 7970 I , hereinafler referred to as "Assignee", an undivided Fi fly Percent (50°/o) of 
Assignor's right, title and interest in and to those certain Oil , Gas and Mineral Leases, and Oil and Gas 
Leases, described on Exhibit "A" to this Assignment, hereinafler referred to in the singular as a "Lease" 
and hereinafler collectively referred to as the "Leases", which cover certain lands located m Culberson and 
Reeves Counties, Texas, more particularly described on said Exhibit "A", heremaller referred to as the 
"Lands". 

Assignor excepts from this Assignment and reserves to itself an overriding royalty interest in all of the otl. 
gas and other minerals produced, saved and sold from or attributable to the Lands under the Leases equal 
to the difference, if any, between existing leasehold burdens and 18.75% of 100%, not lo exceed 3. 125°,o 
of 100%. 

The overrid ing roya lty interest herein reserved shall be delivered to Assignor and to its successors and 
assigns, free and clear of any and all costs of drilling, operating, development and production e penses 
and shall on ly bear its proportio nate part of any gross production and/or pipeline and/or severance la"\es. 
ad valorem taxes, Federal or late and other similar taxes. 

The overriding roya lty interest herein reserved to Assignor may be pooled, without the necesslly of 
Assignor's Joinder, to the same extent as the landowners' royalty may be pooled in accordance wi th the 
provisions of the Leases . 

• • ••• Jn the event that the Leases cover less than the full oil, gas and mineral interest m the lands purported to 
.. ·· be covered thereby, or if Assignor's interest in the Leases is less than the full leaseho ld mterest , then the 

• :::: veITiding roya lty interest herein reserved shall be reduced in proportion to the oil, gas and mmeral 
• interest covered by the Leases and actually owned by Assignor . . .. . . . ... . 

••• • • t\ ssignor shall warrant titl e to and forever defend ti tle to the Leases against every person claim mg the 
•• eases by, through or under Assignor, but not otherwise. Except as otherwise stated in this Assignment 
•• <.r Exhi bit "A" hereto, Assignor covenants that the Leases herein conveyed are free of any liens 01 

• • • ·~ncumbrances created by, through or under Assignor. 

This Assignment shall be binding upon and will inure to the benefit of Assignor and Assignee and their 
respective successors and/or assigns. 

This instrument is executed on the date of the acknowledgments below, to be effective for all purposes as 
to each Lease, respectively, on the effective date of such Lease. 

OR: TIT 
g n 

L.P. b and through it 
RE O R I I 

/J./ d / / / 
By: __ .,_,""'-'/,~;.;;..A_ ,'/_. /L_,;'""___...~""-L./:_,,_~c...._.4 .............. .___ __ _ 

-<ct. Dan P. Colwell, Vice Presiden·t-Land .J 



, 

IG MOB! PROD 

KNOWL DGM i T 

TATEOFTEXA 

COUNTY OF MIDLAND 

This instrument was acknowledged before me on this J~ day of December, l 999, by Dan P 
Colwel l, Vice President-Land, of Titan Resources I, lnc., a Delaware corporat1on, on behalf of said 
corporation as General Partner for Titan Resources, L.P. 

... . . ... 
THENA L. ANDERSON 
tiff COMMISSION EXPIRES 

October 14, 2000 

Pan1ol Assignment of 011 and Gas Leases 
with Re ervnllon of Ovemdmg Royalty 

OWLED M I T 

2 

l~x~~ 
Notary Public in and for the State of Texas 

Titan Resources, L P , Assignor, to 
Mobil Producing Texas & Ne" Mexico Inc 



Lease Number: 
State Number: 
Lessor Name 

Lessee Name 
Lease Date 
Recording 
Recording 
Gross Acres 
Description 

County 

Lease Number : 
State Number : 
Lessor Name 

Lessee Name 
Lease Date 
Recording 
Recording 
Gross Acres 
Description 

.... . . .... .... .... 
Co nty ... . . . ... . 

Number: 
Number: 

L c. sc,r Name 
L. • 

0

e Name 
Lease Date 
Recording 
Recording 
Gross Acres 
Description 

County 

EXHIBIT "A" 

Attached to and made a part of that certain Assignment 
of Oil and Gas Leases, by and between Titan Resources, 

L . P . , Assignor, and Mobil Producing Texas & 
New Mexico, Inc., Assignee 

TX299-109-0}4-000-00 
M lf'\1f'\BJ / 
State of Texas, acting by and through 
Associates, a Joint Venture under the 
Clay Johnson 

its agent, Daltex Munn 
laws of the State of Texas 

04/07/1998 
CULBERSON: 78/332/50796 
REEVES: 589/865/001673 
2564 . 0000 
All Section 20, Block 55, PSL, 
All Section 21, BLock 55, PSL, 
All Section 22, Block 55, PSL, 
All Section 28, BLock 55, PSL, 
Amendment Recordation: 

containing 
containing 
containing 
containing 

641.0 
641 . 0 
641.0 
641.0 

acres; 
acres; 
acres; 
acres 

and 

Culberson: Recorded 01/27/1999, Volume 
#51493 

78, Page 380, Amendment 

Reeves Recorded 01/14/1999, Volume 600, Page 404, Amendment 
# 000106 
CULBERSON 
REEVES 

TX299-109-059-001-00 
M 10 0 0 8 2 ...,,/'-

St ate of Texas, acting by and through its agent, Daltex Munn 
Associates, a Joint Venture under the laws of the State of Texas 
Clay Johnson 
04/07/1998 
CULBERSON: 77/397/50824 
REEVES: 590/325/001746 
1923 . 0000 
All Section 15, Block 55, PSL, containing 641.0 acres; 
All Section 16, Block 55, PSL, containing 641.0 acres; and 
All Section 17 , BLock 55, PSL, containing 641 . 0 acres 
Amendment Recordation: 
Culberson: Recorded 01/27/1999, Volume 78, Page 380, Amendment 
#51493 
Reeves Recorded 01/14/1999, Volume 600, Page 404, Amendment 
#000106 
CULBERSON 
REEVES 

TX299-109-147-000-00 
M 99601:1 / 
Commissioner of the General Land Office of the State of Texas 
Titan Resources, L.P. 
08/04/1998 
CULBERSON: 78/338/51200 
REEVES: 595/236/002863 
320.5000 
W/2 of Section 28, Block 53, Public School Land Survey, Culberson 
and Reeves Counties, Texas, containing approximately 320.50 acres 
as shown on the Official Map of Culberson and Reeves Counties on 
file in the Texas General Land Office, Austin, Texas 
CULBERSON 
REEVES 

Page 1 of 2 pages 



• 

EXHIBIT "A", Continued 

Lease Number : TX299-109-149-000-00 
State Number: M 99608 \.,;"""' 
Lessor Name 
Lessee Name 
Lease Date 
Recording 
Recording 
Gross Acres 
Description 

County 

Lease Number: 
State Number: 
Lessor Name 
Lessee Name 
Lease Date 
Recording 
Recording 
Gross Acres 
Description 

County 

Commissioner of the General Land Office of the State of Texas 
Titan Resources, L.P. 
08/04/1998 
CULBERSON: 78/345/51201 
REEVES: 595/242/002864 
640.0000 
Section 33, Block 53, Public School Land Survey, Culberson and 
Reeves Counties, Texas, containing approximately 640 acres as 
shown on the Official Map of Culberson and Reeves Counties on file 
in the Texas General Land Office, Austin, Texas 
CULBERSON 
REEVES 

TX299- 1 09-150-000-00 
M '::l'::lb 91,/' 
Commissioner of the General Land Office of the State of Texas 
Titan Resources, L.P. 
08/04/1998 
CULBERSON: 78/352/51202 
REEVES: 595/248/002865 
640.0000 
Section 40, Block 53, Public School Land Survey, Culberson and 
Reeves Counties, Texas, containing approximately 640 acres as 
shown on the Official Map of Culberson and Reeves Counties on file 
in the Texas General Land Office, Austin, Texas 
CULBERSON 
REEVES 

END OF EXHIBIT "A" 

.... . . .... . . . . 
• .... 

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

Page 2 of 2 pages 



- -
Certifica te of Accord 

_j 1 ~-- Recording Fee 

_ Certified Copy Fee 

. 

,=-II_EO fCf~ RECORD 

J _!!!!- _ Total Paid 00 0 157 CJ .? 11 ?5 P: ; 2: 25 

~~~~ 

ANY PROVISION HEREIN WHICH RESTRICTS THE 
SALE RENTAL, OR USE OF THE DESCRIBED REAL 
PROPERTY BECAUSE OF COLOR OR RACE IS INVALID 
AND UNENFORCEABLE UNDER FEDERAL LAW 

.. . . 
• 

. . ...... . 
BEAR ORAPt<tC~ INC .... . . . . 

. . . . . . . . . 

.. . . . 

Di i-.W~_- , ... ·,~.:. 
,C'11lT , CL L ,r . " I IT'' · v 
" "' I ~I ''/! _) t...U... . I, L\. 

BY~t6.,1(J';rrury 

"COMPARf9'' 

THE STATE OF TEXAS, } 
COUNTY OF REEVES. } 

I, hereby certify that this Instrument with Its certificates of authenllcity was FILED on the 
date and at the time stamped hereon and was duly RECORDED in the OFFICIAL PUBLIC 
RECORDS of Real Property of Reeves County, Texas. as indicated 

OPR VOL 614 PAGE 145 DATE RECORDED 1- 26-2000 

DIANNE O FLOREZ. COUNTY CLERK 
REEVES COUNTY. TEX 

By: u(2{{?£.l'{c fKIJ «-VJ, &( , Deputy 
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LINDA URIAS. COUNTY CI.EU 
ClJLB!MON COUNTY, TIXAJ.. 

·1 



Check # 101231 
l, "rZ{/'e Ke.S"curn L, p. / 2 J 

I 
Property Id / MMS Eff. Date Recording Informatlon State County I Parish 

TXL39-109-147-000-00 08/ 04/ 1998 11/ 21/98 BK 78 PG 338 ENTRY 51200 TEXAS Culberson 

M-99606 
l 

Property Nam e / Lessor 

Comm1SS1oner of the General Land Office of the State of Texas 

Property Legal Description 
W/2 of Section 28, Block 53, Public School Land Survey, Culberson and Reeves Counties, Texas, containing approximately 320.50 acres as shown on the 
Offioal Map of Culberson and Reeves Counties on file 1n the Texas General Land Office, Austin, Texas x Or 320,50 ~ 

r.., 
v.1.G~9 

Payee Name & Address SSN / Tax Id Number 

State of Texas, acting by and through the 
CommtsSloner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
Austin, TX 78701 Account l"urnb0 r 

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/ 2000 12 Delay Rental 320.50 0.00 

_; '(•• 0.00 0.00 .... .... . -r; · 0.00 0.00 . . ...... 
l I - 0.00 0.00 

• • . . . . 
• t I 0.00 0.00 
; -... 

Instructions to depos1tory: you have been designated as depos1tory ror the above descnbed payment(s). Please credit the proceeds thereor to the parties 
named and 1n the amounts 1nd1cated. Should any d1ft101lty anse, make the deposit in a speoal account, and contact us 1mmed1atel~ ~ 1 Q 12 31 
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Check # 102564 
Property Id / MMS Eff. Date Recording Information State County/Parish 

TX299- l 09-14 7-000 · 00 08/04/1998 11/21/98 BK 78 PG 338 ENTRY 51200 Texas Culberson 

M 996.Q(i 

Property Name I Lessor 

Commissioner of the General Land omce of the State of Texas 

Property Legal Descr iption 

W/2 of Section 28, Block 53, Public School Land Survey, Culberson and Reeves Counties, Texas, containing approximately 320.50 acres as shown on the 
omc1al Map or Culberson and Reeves Counties on me 1n the Texas General Land omce, Austin, Texas 

Payee Nam e & Address SSN/ Tax Id Number 

State of Texas, actJng by and through the Comm1SS1oner of the General Land Office 
1700 N. Congress Avenue Fe:l:!ral : .ix Wi thhelc! 
Austin, TX 78701 

Pwe_ ~~ uS 
0.00 

Account Number 

Lf 
Total Bank Charges 

r-Y 0.00 

Paym ent Period Payment Amount Bank Service Property Property 

Due Dat e (in months) Description Due Charges Sub-Type Sub-Id 

08/04/2001 12 DELAY RENTAL 320.50 0.00 

- I ... . 
I I 0.00 0.00 I , ..1 I • • 

I v . 
I I 0.00 0.00 -=-" 

~u ... -. . . .. . 
,-.. 

I I 0.00 0.00 .. /) /'\ J - - - -x ~ J l1'10 4 9 5 7 3: · .. : . 
I I 0.00 0.00 • • •••• • . 

Instructions to depos1tory: you have been designated as depos1tory for the above descnbed payment(s). Please credit the proceeds thereof to the parties 
named and in the amounts indicated. Should any difficulty anse, make the depo51t in a speoal account, and contact us 1mmed1at'f'<J ~ 1 Q 2 5 6 4 



• • •• • • •• 
• 

•••• • • • • • • 
• 

•••• • • •••• 
• • •••••• • 

File No./!J FtJ99 ¥'~W 

By David ott,rnmlssloner 



Check # 99011\68 ·-
Property Id / MMS Eff. Date Recording Information . • . State County I Parish 

TX299-109-147-()\.'0-00 08/04/1998 11/21/98 BK 78 PG 338 ENTRY 51200 . • 
. 

• ?' • Culberson . . . . 
M 99606 

. . . . . • 
• . . . . . ... 

Property Name I Lessor 
CommlSSloner of the General Land Office of the State of Texas 

Property Legal Description 
W/2 of Section 28, Block 53, Public School Land Survey, Culberson and Reeves Countles, Texas, containing approximately 320.50 acres as shown on the 
Official Map of Culberson and Reeves Countles on file in the Texas General Land Office, Austln, Texas 

0204~293 

Payee Name & Address SSN/ Tax Id Number 
State of Texas, actlng by and through the CommiSSloner of the General Land Office 
1700 N. Congress Avenue 

/ d' \ 
Federal Tax Withheld 

Austln, TX 78701 0.00 
Account Number 

Total Bank Charaes 
0.00 

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

08/ 04/2002 12 DELAY RENTAL 320.50 0.00 

' I I L 0.00 0.00 -
er 

I I ·- I 0.00 0.00 
I - c;o 

I I ".; 0.00 0.00 I .,......, ~ I l 
\ .,, , e:?'-V 
,, ../ 

I I 0.00 0.00 I 

Instructions to depo51tory: you have been deS1gnated as depoS1tory for the above descnbed payment(s). Please credit the proceeds thefQPHq.ttlq Pqjtl,eS 
named and In the amounts Indicated. Should any difficulty anse, make the depo51t In a special account, and contact us 1mmed1ately. :::, ~ U .L q. t) 8 



... : : . . . . .. ... 
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... 

Dote Flied: 


