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AGREEMENT

APPLICANT
IDENTIFICATION
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DESCRIPTION
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099606

AUGUST 4, 1998

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

T —— o —

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

TITAN RESOURCES, L.P.

Name

Address 500 W. TEXAS, SUITE 500

City MIDLAND g  TX g 79701
(Include +4 Code)

Telephone ( 913 498-8600

Culberson/Reeves Public School Land
County(ies) Survey/Area

53 28 (fApplicablc) 320.50
Block/Tsp. Section/Tract Acres
(If Applicable)

(A) Cash Bonus Enclosed (§) (type/print amount below)

$8,326.59

(B) Sales Fee Attached ($) (type/print amount below)

$124.90

This Sales Fee is 1 - 1/2% of the cash bonus as provided in Section 32.110 of the
Natural Resources Code as amended.

MGL. NO. APPLICANT (same as above) BONUS AMOUNT ONLY (A)
10 TITAN RESOURCES, L.P. (Do Not include sales fee)
- (%) 8,326.59
APPLICANT -

TAX LD. #

SIGNATURE OF
AGENT
(type/print below)

L Horr & 'i —

John E. Lodge
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Ausgtin, Texas

——— ) —

OIL AND GAS LEASE
NO. M-99606

wma“nu?mmmmmn.n.ﬂ,-dowszsma—o-anmd&d-mmm»-uxc).mmud
*umwwumdhmwmmummmmm-ﬂmmwmumum
NR.C, the following area, to-wit:

wawmnmnmmmummm.mmmmmmmmmommv:mm
ummmmmoma@mrsorcuummmmcowmonnummnmcmunnoma.wmrms.

m*m&bmmfam:‘hﬂhdmuﬂ,nIMdethdhﬂudwmdhmdfmdhw
L-dbﬂddhhuf‘l‘mhhlokﬂnﬂymdpwadh.ud&ﬁlhuh.dm;dlwwmhwhﬁmddwﬁmmmm&edmﬂ

wmmaua-d_m-umw-pu-ummmmwwuwamwmmummmm:-m
meeting thereof in the General Land Office, on the 4th day of August, 1998, hereinafter the "effective date” and it was found and determined that TITAN RESOURCES, L.F. whose address is
500 W. TEXAS, SUITE 500, MIDLAND, TX 79701 had offered the highest and best bid for a lease of the area above described and is, therefore, entitled to receive a lease thereon:

m.muanyhmduan-ﬂmmaus-am-.mwm»-m'm.ﬁ-hmrmwvhud
u-.-nynuh--nhwdumnumw_u—dmwmwmmmmumm
wdﬂhww-ddhmy&mwdmmdwwhhﬁio&uﬁdmwlﬂhhﬁydﬁ.
grant, lease and let unto the sbove mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and conditions, to-wit:

1. RESERVATION: Th‘bhﬁyc&qnd.dullwdlnu-ﬂ'hMudhmmwdddﬁuﬁmhhmdmw&w-ﬂ
nﬂmwhpﬂd-ﬂhhmhﬁw»mwmhdﬂndh‘nﬂdq—d-dﬂmb’m-ﬁhmmlfa'mu-nf
uplah'l‘.lndMh-h-ilwﬁduldMCMMwhwhhm‘hhmd&huhmehwmhmwd
the leased area. Mdhﬁﬁhhnﬂuhumwhmdﬂdhmhﬁbhum,mdhwhﬁﬂlhwhﬂl-h
neither shall unduly interfere with the operations of the other.

1. TERM: WuhmmmIhhh—Mbehll:nd’h{!}y-imlndfmﬁwhehuof(huehuﬂed‘ph-yu-')md-hum-dlup
is produced in paying quantities from said area. »

3. DELAY RENTALS: Ilnwllhmduhlndh*yMuumhmdmdﬁlhq&mﬂm-hbﬂp-ﬁ-“ﬂnlmuu
bﬁ!ﬁdhﬂmwhﬁuhmdhwMOﬁmthﬂndTﬂ:A-ﬁn.Tmh—ufOuDuﬂ-(ll.ﬂ].pumnﬂehMmuluﬁ
and cover the privilege of deferring the commencement of a well for twelve (12) months from said date. In like manner and upon like payments or tenders the commencement of a well may be
further deferred for like periods of the same number of months successively during the primary term hereof.

4. PRODUCTION ROYALTIES: Sﬁjﬂnhm&tmm“uhw@dwm«wmdw-ﬂup&hl&cwhn
wﬂhhpﬁhhmdhﬁ-iumhMTuhhuMMdusdeuMuhnh‘uﬁ

(A) OIL: MlMuthm-M‘lﬂMMilﬁ@ﬁhththdﬁoﬂmmdoﬁum
hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafier provided, 1/ part of the gross production or the market value thereof, at the option of the Lessor,
M*hhwwl)kmwm#mHq.n&duﬂdhdmmuo&nmmw,dﬂhwﬂmﬂy
hhwﬂnMMlﬂMma!)hﬁmwpﬁuw&c‘dupﬁdihwﬂmﬂuﬂpﬂhﬂdnﬂﬂlﬂmw”hﬂpﬁuﬂhihﬂ
thereof, whichever is the greater. lﬂswﬂmmpmmtﬂhﬂmuhmwamhnmhwmhn-ﬁuufmdlnl.—wwu
mdu—wdmwuuﬁw-hum-ﬂhuumwwmmwhmupbymm-muw Upon
wknneu-nﬂ.-u.hrqir-uMaﬂuhmﬁmﬂ-ﬂamﬁruoﬁuw“hmmnﬂmﬁm-www.

(B) NON-PROCESSED GAS: As 2 royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above,
Mhmﬂudﬂu(w-pwibdhlﬂﬁtmnppwiaﬂnhum&mwm«mmugmdhm
MuhwvﬁnMIhqﬁudum,Mvﬂmbhbﬂduhwamﬂdum&ﬂdmﬂpﬁvhhm“m‘

dhmwhmmﬂuoﬁduhm.whmmﬁhhmmbhm&puﬁﬁhhﬂmmuﬂ
uyhuuudld.ﬂsmwmhém-dmMMWMhM(W)mFMMBHMhMWMbWW.d
rmpadaemmm»umwunmw«wmmmmdwmguwuw-mmdm;




(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/5 part of the residue gas and
the liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) of the total plant production of
residue gas sitributable to gas produced from this lease, and on fifty percent (50%) or that percent accruing o Lessee, whichever is the greater, of the total plant production of liquid
hydrocarbons, attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or
affiliste) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant
under & processing agreement negotiated at arms’ length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry),
whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid
hydrocarbons) of comparable quality in the general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid
hydrocarbons), whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been
processed.

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be
*casinghead,” "dry” or any other gas, by fractionating, burning or any other processing, 1/5 part of gross production of such products, or the market value thereof, at the option of Lessor, such
market value to be determined as follows:

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

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

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

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

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

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

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

() MARGINAL PRODUCTION ROYALTY: Upon Lessee’s written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
royalty set out in subparagraph 4 (I) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must
conform 1o the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the Sth day of the second month succeeding the moath of production, and royalty on gas is due and must be received in the General Land Office on or before
the 15th day of the second month succeeding the month of production, sccompanied by the affidavit of the owner, manager or other suthorized agent, completed in the form and manner
prescribed by the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents,
reconds or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount
produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production,
disposition and market value. In all cases the authority of &« manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied
by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his
royalty on or before thirty (30) days afier the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or §25.00, whichever is greater. A royalty payment which is over thirty
(30) days late shall sccrue a penalty of 10% of the royalty due or $25,00 whichever is greater. In addition to & penalty, royaltics shall sccrue interest at a rate of 12% per year; such interest will
begin accruing when the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land
Office administrative rule which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be
paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone
the date on which royalties were originally due. The sbove penalty provisions shall not apply in cases of title dispute as 1o the State's portion of the royalty or 1o that portion of the royalty in
dispute as to fair market value.

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




(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before
spad date, workover, re-entry, temporary sbandoament or plug and abandonment of sny well or wells. Such written notice to the General Land Office shall include copies of Railroad
Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railrosd Commission. wmwuﬂucdl‘doﬂiwdﬂ;uymmmmmﬁpﬂmwu&uhfmm»hmah
sbove-described premises, which may be requested by the General Land Office, in addition 1o those herein expressly provided for., Lessee shall have an clectrical and/or radioactivity survey
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each
survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES: Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when due. The penalty for late filing shall be set
byhﬂwllmm«mwmﬂﬁhoﬂﬂwwummmwlmdﬁhhﬂuﬁLlndoﬂ‘iee.

7. RETAINED ACREAGE: Nmu&ngnypmdwmmumm.m«-mm,«mamwammmmmmm
MMMMWM&MJIwymwhﬁllh‘mmduwhumbemmlﬂymfwﬁcmdﬂdmnmofdulnad
premises and in marketing the production thereon.

(A) VERTICAL: hmmmluuhhr««mamma)mmamwmuumamm“nmmmumummmm
mmwmmmwmwdmhmwummmmmmmmﬁmhmmﬁu(wmam-
in oil or gas well as provided in Paragraph 11 Mu-mmmmmhmwhwmﬁum«mmummeuumhdmh.
Mpwhdnhw“nhlmﬂlmcmmSllﬂ-ﬂ.lﬂ.uﬂ)mchmaaleuummhuofmumhbedhﬂdfamdwﬁmmwlm
ﬂh-chn:hproduch;-&luduhrﬂaudngdaﬁmdmw&mmbdmuﬂmunymw.wm:mmﬂ-:dxaityhxvin;jwbdiuﬁm, Within
”@dnpﬁdmﬂudﬁmhwmwmewduuﬂnﬁlia;leeubyﬁnaﬂl-dOﬁocnduheﬁedlhmdh
pﬁ.ﬂm.huuﬂhwhddubob&n-ﬁulaul‘wwdwuﬂthWthMumhmﬂymhm
continued operation of the portions of the lease remaining in force and effect. If Lessee fails to apply for & surface lease within the 90 day period specified above, Lessee may apply for &
surface Jease from the Land Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(B) HORIZONTAL: hlhcuwﬂlhhhluhhmﬂmmﬂ)mMWWMdMMGM“hMWMHNNMMW
INMWM“@&WM'W@M’)hﬂquthWT(A)m unless on or before two (2) years afier the primary or
-Mmlmm-mqﬂhM(Iﬂ)ﬂhbmdeﬂanﬁmhmleu(uqodﬁdumlhamo(). If such amount is paid, this lease shall
bchﬁlu-dcﬂeﬁubu&wm-dddmMhﬁlyediurnWmdmﬂ)mdnmmuﬂuphpom&mm
from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with the well located in the center
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a
release or releases containing a satisfactory legal description of the screage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
wmwwhmhmwuo—dmmmhdanmmumhm If Lessee fails or refuses to execute and record such release or
“ﬁmmmmﬁ.wua»nummmuumummmmmwmwumm
mnhmu—hdmﬂﬁu—--mwhumummumuw-&uummamwmo&--ﬂ
such designation shall be binding upon Lessee for all purposes. rnqmnua@wudummmmuwwmnmuu
ﬂcﬂwmnn”dwﬁlh-thWhﬂnﬂwaﬂahMmmummm-blﬂwn
thereafier allocated to said well or wells for production purposes.

L. OFFSET WELLS: ld-ﬂwuhﬂthhmﬁdmm:ﬁlWGwaﬂummmwllh—:w.Mﬂh
‘ﬁﬂ“(l.ﬂ)ﬁdd&ﬂ%hﬂ.uﬁwﬂlhtﬂ(ﬂnm‘dbyﬁhlm&te“ﬂwhhdﬂy(ﬁ)hﬂlﬂcﬂwm.ﬁm
hMﬂchﬂhﬂluﬁhmu(lmﬁdh—hnmwﬁhﬂb@h.ﬁﬂﬁdpﬂmm&mdnmﬂnhm
u—dbﬁhﬂ.dﬂﬂﬂ‘lllIalmnﬂhﬂ-qhmumhm&Mdhnmdbyﬁshn,-dhl.u.wuﬂ'
“-‘“mhuwﬂmuﬂﬁﬁ-ﬂm&-ﬂwﬂhmm Ounly upon the determination of the Commissioner and with his
mwmumd-wmmumumumwummmum.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: mmhphnmw&phhﬁmy-dmddspwnuu
u-mtﬂ-ayhuummuuwumnwuwumummumummmwmﬂmw
“_hwmﬂmﬂmuﬁ-!uumuuﬁﬁdmmﬂ)mﬁ-hdmﬂdﬂddﬂ&ymcmumw
w“&hummm«muuﬂmhmwmdhhm-—u-pwudhmh-e. If, during the last year of the
phlylu.uwﬁhM(ﬂ)m;ﬁm:mmum&wahwdmumhﬂmhqmwldﬁﬂmﬁh&ﬂinu
ﬂﬁmwmdhmdhmdeMMuMMhmwdadﬁqiﬂmdhphnnlmm
“&mnmmmumwwuww.mumaum:--uu«maw-m
mmMhﬂﬂuwwdm-ﬁMWUhmunMd-w-ﬂwﬁhrﬁqmwl‘awm
m--u--—dmah—”-wuﬁuwumu-—ummmuwam(mmmuudwd-ﬁmeﬂ
cpﬂ.‘whﬂ.ﬂnﬂ'uﬂm&hﬂwnm luhw‘hpmm«mham:mdupﬂhlwﬂu
uu,—umqhmummummw.

10. CESSATION, DRILLING, AND REWORKING: :mnwdumnmddupmuuwummnuu—
hq-&mﬂuMIMMMMHMW“M(mmﬁ-&m-ﬂihl-e‘dlt—lhhﬁl
h--lﬁulruhu--tmmhNﬂdhmﬂhwmwm“hmmﬂ)m If such drilling or reworking

11 SHUT-IN ROYALTIES: Pﬂ'mufﬁlwqah.'wﬂ'wwMMMMMaﬂmwMMmemhmdw
and gas. llqh*haﬂlﬂuﬂhp‘hﬂyndlhﬂlﬂ.-ﬂmhhw‘mmtmdMnﬂmﬁedMeﬁcphm
thuummudaphummhh&dmmmmuud-mmuwmm-.m-hwwp
lvydq-“o@ihm&nﬁwmhhhhwhhilMumthﬂqﬂndMuﬂaphmm To be effective,
-:bHﬂdi-hoﬂcpmﬂyﬂ-hpdd-ubdut:(l)luwdhﬁnma)wwﬁhm“nmwcphhuMGm
wmmmw—-m«mmummumwmmuw If the shut-in oil or gas royalty is paid, the lease shall be
mbh-MhﬂdhmMm—dhmdhh—hademhtnnddhph-ynuﬁuuh@dh-uﬂmtl
Mhﬁdmﬂm“dﬁﬂﬂnwwmw”mhhdcpadn.bﬂumwdhhuhhmmedwwh&d
m(l)y-bymh(h—c“u&y--ubdu!hq*dmddﬂ-hy-.

11. COMPENSATORY ROYALTIES: mm&w&mtmhduwmduﬂhnﬂupm.daphmdmhmm
l_a-ﬂmw&hmwﬂ.&o)l‘dd‘hlﬂdm&mhhmwm.whmmhmmhmuﬁ#bwﬁ
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ﬂﬁﬁlﬂubymriuhﬁu-indlummyllthlmhhlﬂ“mﬁcﬁdn!«hmﬂmdhm(«muwhubmpﬂ The Lessee may
muumrmmmmwmmmwmm-ummwhmmammmdmmummm
drsinage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly to the
C—H_bqinin;onarhd’mhluMdhmmhnmiiahwtﬁhd]athﬁmhMMh&ﬁmuuhmﬂmhhm
producing reservoir and located within ooe th d (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the snnual shut-in
dcpww,lmﬂ.ﬂm-mmﬂbhdﬂamﬁﬁnhtyﬂmmﬁuuuddmIl—mmhpuiod;ndmd&mwwiiouwiﬂlﬂhwununfh
mdmwuuwpﬁuummawnnmwhnncsmsz.ou;m.-umauww,mmu
Commissioner’s written approval, the payment of compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue
penalty and interest in accordance with Paragraph § of this lease.

13. EXTENSIONS: If.llhcup'mﬁnud’lummdﬁhhn.mnimdmumMMmemhmmmmmnbﬁum
humhmdhidl-ﬂhl'oodlndwnrlmu.lil:sm.Leuunqv,uuhe!’muwammm.ﬁhhhwwo&«wﬁmmwu
c_.emmudnecwnlmom@h-m(w)aymammwwpmnamwwmm.ommmmmmmmmy
M)muleamdSixThumdDolln(!&.M.ﬂﬂ)H‘Ihhlnsewvmmﬂunlixhndmd[my(MO)mumdbeCmminiothwﬁﬂu.enmdlﬁhluufwuﬂnyﬂo)
wpciodfnnndlﬂu!heexpimknoﬂhepﬁmIuwlndsolonglhﬂu!\e:ndlumiﬂpmdmediupuyin;qumﬁﬁu;pmﬁdedﬁﬂhu.thﬂlmm.nkn;umd:&-[ll'm;
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application and payment, the Commissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafter as oil or
Mhpu&wdhmﬁn;wdu;mm.uﬁlhnhﬂno(beulmthdfatmmlhmuloulofﬂueehudmdnindy()%)dlylfrmmdlﬁalhecxpiuﬁmofﬂw
primary term unless production in paying quantities has been obtained.

14. USE OF WATER; SURFACE: LnaeeMlhwﬁcﬁlh(bummdtudmmdwmfwwmhwdnddymhwmmwﬁded.
m.Lauuhlllotuepoublemumdﬂkhﬁm«ﬁﬁmmhmwmmumm“mdm.Subjeutohloblipdon
to pay surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing
the production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office
fee schedule which is effective on the date when the activity requiring the payment of surface damages ocours. .

. 15. POLLUTION: ln developing this arca, Lessce shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal
- MmmﬁmuMmmuwwumammmm»mmmammm In the
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(A) UPLANDS: Lessee shall build and maintain fences around its slush, sump, and drainage pits and tank batteries 0 as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon.

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

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

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

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

17. ASSIGNMENTS: The leasc may be transferred at any time. All transfers must reference the lease by the file number and must be recorded in the county where the area is located, and
the recorded transfer or & copy certified to by the County Clerk of the county where the transfer is recorded must be filed in the General Land Office within ninety (90) days of the execution
h.-,wihtlbyN.LC.Hedﬂﬂmwwtﬂﬂh‘hmw&mumuhhm“hhdnﬂihhG-ciL-dOMd’ndI

transfer or certified copy thereof. Every transferee shall succeed 1o all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any prior
transferee of the lease, including any liabilities to the state for unpaid royalties.

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

19. LIEN: In sccordance with N.R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid
royalty snd other sums of money that may bocome due under this lease. By acceptance of this lease, Lessce grants the State, in addition to the lien provided by N.R.C. Section 52.136 and sny
other spplicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may sccrue to Lessee
from the sale of such leased minerals, whether such procoeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the
production or processing of such leased minerals in order 10 secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or
without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute
aod record such instruments as may be reasonably necessary to ascknowledge, attach oc perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and
relating to Lessec's activities upon the above-described property or from Lessee’s scquisition of this lease. Should the Commissioner at any time determine that this representation is not true,
then the Commissioner may declare this lease forfeited as provided herein,

20. FORFEITURE: If Lessec shall fail or refuse to make the payment of any sum within thirty (30) days afier it becomes due, or if Lessee or an suthorized agent should knowingly make
any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations
adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the
General Land Office, the School Land Board, or the Railroad Commission, or refuse the proper authority acoess to the records pertaining to operations, or if Lessee or an authorized agent
should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessoe shall
knowingly violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights scquired under
this lease shall be subject to forfeiture by the Commissioner, and he shll forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the arca shall
again be subject 1o lease 1o the highest bidder, under the same regulations coatrolling the original sale of leases. However, nothing herein shall be construed as waiving the automatic
termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be sct aside and this lease and all rights thereunder reinstated before the
rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and
regulations that may be adopted relative hereto.
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11. RIVERBED TRACTS: hhmﬁhmamwhwmwkdﬂﬂ—hﬂhﬁ-dm-ptm&i.u_gc
Sections 52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee,

11, APPLICABLE LAWS AND DRILLING RESTRICTIONS: mmmummﬂmmm-ﬂmmwb,umd
hhﬂumm&iﬂqndm'muMFMSMMMMywmmMWMMbMJM
royaltics, and suditing MumumummuMmmmmmmummm-humdmm W’M
limiting the generality of the foregoing, Lessee hereby agrees, by the acoeptance of this lease, 10 be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office's audit billing notice and sudit hearings procedures. Said provisions are currently found st 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections $2.115
and 52.137 through 52.140. hum&_mum«hdammw.mmuwummwumdm.m
purpose incident to the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Lessee shall be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 foet and special permission from'
ﬁmdﬂﬂ-—iLﬂOGuhmu-ﬁmnhbﬂnmhLlthlnﬁmﬁuumWlua&whm,
dredged bottom edge of any channel, slip, or turning basin which has been authorized by the United States as a federal project for future construction, whichever is nearer

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the casing or any part of the equipment from
sny producing, dry, or sbandoned well or wells without the written consent of the Commissioner of the General Land Office or his suthorized representative; nor shall Lessee, without the
written consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or property owned
by Lessee and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been property
filled and all broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative.

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing '

ofl snd/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental authority, then while so
prevented, Lessec's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office in of
Lessec’s contention and Lessee shall not be liable for damages for failure to comply therewith (except in the event of lease operations suspended as provided in the rules and

adopted by the School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or
pl&whummm.ﬁmghﬁﬂlhmﬂhmﬂhmduﬁsdﬁ.ﬁnpﬂycwtﬂmmhmlmne‘lri*lhn
suspension under any applicable statute of this State. -

25, LEASE SECURITY: Lessce shall take the highest degree of care and all proper safeguards to protect said premises and to prevent theft of oil, gas, and other hydrocarbons produced
from said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all sccess points at the
production, gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and ghall pay the State of
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of theft. -

= =

26. REDUCTION OF PAYMENTS: If, during the primary term, & portion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by
the School Land Board in sccordance with Natural Resources Code Sections 52.151-52.153, or if, at any time after the expiration of the primary term or the extended term, this lease covers a
lesser number of acres than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, 5o that payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres
outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

27. SUCCESSORS AND ASSIGNS: mmmummnumuuuum“umummmu
assigns of Lessee herein.

28, ANTIQUITIES CODE: In the event that any feature of archeological or historical interest is encountered during the activities authorized by this lease, Lessee will immediately cease
activitics and will immediately notify the General Land Office and the Texas Historical Commission so that adequate measures may be undertaken to protect or recover such discoveries or
findings, as appropriate. Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 US.C.A. 470). Lessee shall comply with the
Antiquities Code of Texas, Chapter 191, Natural Resources Code, as amended.

19. VENUE: Lessor and lessee, including lessee's successors and assigns, hereby agree that venue for any dispute arising out of & provision of this lease, whether express or implied,
regarding interpretation of this lease, or relating in any way to this lease or 10 applicable case law, statutes, or administrative rules, shall be in & court of competent jurisdiction located in Travis
County, State of Texas.

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code, this lease must be filed of record in the office of the County Clerk in any county in which all or any part of the
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent to the General Land Office.
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STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared

known to me to be the person whose name is subscribed to the foregoing instrument, as of

and acknowledged to me that he executed the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.
Given under my hand and seal of office this the day of ,19

Notary Public in and for d

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

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

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




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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Augtin, Texas

OIL AND GAS LEASE
NO. M-99606

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

W72 OF SECTION 28, BLOCK 53, PUBLIC SCHOOL LAND SURVEY, CULBERSON AND REEVES COUNTIES, TEXAS, CONTAINING APPROXIMATELY 320.50 ACRES
ASSHDWNONMOMMAPSOFCIMIRSONANDRIEVESCOUNH?SONHLIINTHILTI.XASGKNERALLANDOMCE.AU&TW,T!XAS.

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

WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at a regular
meeting thereof in the General Land Office, on the 4th day of August, 1998, hereinafter the "effective date” and it was found and determined that TITAN RESOURCES, L.P. whose address is
500 W. TEXAS, SUITE 500, MIDLAND, TX 79701 had offered the highest and best bid for a lease of the area above described and is, therefore, entitled 1o receive a lease thereon:

NOW, THEREFORE, 1, Garry Mauro, Commissioner of the General Land Office of the State of Texas, hereinafier sometimes referred to as "Lessor,” whose address is Austin, Texas, by virtue of
the authority vested in ma and in consideration of the payment by the hereinafter designated Lassee, the sum of Eight Thousand Three Hundred Twenty Six and 59/100 Dollars ($8,326.59),
receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by Lessee, do hereby demise,
grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and conditions, to-wit:

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

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

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

4. PRODUCTION ROYALTIES: Subject to the provisions for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees to pay
gwwhﬂwthhMﬂLﬂOﬁahAﬁmefw&emndbneﬁldmsdemm;hmhwﬁ

- & -
®* *M) OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
.mbmm-edﬁunuiluplmmmulhawumquimt.ubﬂﬁmﬁuwm_lgmdlhmmmmmvdmwummunhuu_
well valie to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and gravity
hpmﬂﬂMWM‘Mmal)hﬁgbﬁmutdwbewm«dwpidhhm“whu‘podmdmdwbnmuj)hpwmol‘hnla
thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
oil and gas separator of conventional type or other equipment at least as efficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
ewrtien consent of Lessor, the requirement that such gas be run through such a sey or other equipment may be waived upon such terms and conditions as prescribed by Lessor,

-

*3* ) NON-PROCESSED GAS: As aroyalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined as il in subparagraph (A) above,
produced from any well on said land (except as provided herein with respect 1o gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/5 part of the gross
pr8duction or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where
.Mndwbenmuhmmﬁdwoﬁmmhm.whkmumm&dmmmwmmhnehmmin;lhupsmdad:hluumm:h!lmtu
wy dimc exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and
for spejfic gravity according to test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.
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(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/ part of the residue gas and
the liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor All royalties due herein shall be based on one hundred percent (100%) of the total plant production of
residue gas attributable to gas produced from this lease, and on fifty percent (50%) or that percent accruing to Lessce, whichever is the greater, of the total plant production of liquid
hydmcubons.ﬂtrihmblewthp:puducadfm!hillnu;prmidedlhﬂifliqmdhydrmrbm:mmwvmdfmm;npmcuwdmnplmlinwhich Lessee (or its parent, subsidiary or
affiliate) owns an interest, then the percentage applicable 1o liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant
mdunmﬂu;wﬂupﬁﬂeddmn‘lmﬂh(mihhmi!nomhthirdpany.lhehs'g,heslpemmubcnbetn;smciﬁediapmmdn;lpummuunmmmmeindum-y).
whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be d ined by 1) the highest market price paid or offered for any gas (or liquid

hy&owbom)ofmpu‘ubhquﬂityinﬂu[euﬂﬂuuwz)thupuupﬂoepidoroﬂmdfmmchnsiduew(nrthewcigjﬂedavmgcyouscllin;pﬁufmdwm&vewnduofliquid
hydrocarbons), whichever is the greater, In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been
processed.

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be
*casinghead,” '&y'umyo&amby&uﬁmﬂhg.hnhgmuyuhaming.ygpmofpnupmdncumofmhproduds.nrtlwmuketwlucthetwf.ulhcopuonorhm,m
market value to be determined as follows:

(I)Onlhebuilofﬂuhi'hdmmduﬁmm;&cmemmmhwﬂdmmhpodwod,m
(2) On the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

(E) YARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the terms
nl'thishunndmdnpro&\cdoahhmuﬂnulhnmdnluw-uwmnnoedwill:inWy-fwﬂl)mﬂdﬂueﬂediwmw.&umydwmmwmbe
reduced to 18.75%, and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twenty-four (24) month term during which
Lessee may cam a reduced royalty rate of 18.75% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may
Mnlﬁtuﬂ)nﬂuhﬁdﬂdhmhﬁ&bmlu&udmyﬂﬁnhbyﬁvhgnaﬁoehh%miﬁmdhﬁaﬁLnd()mu.mmuuin.tﬂmmm.
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(ii) lnlhewutpndmic-hmwﬁuhwmm&ewd&hm-ndmpuhctimilhlmghinnliundnluwmmmdnﬂnlh
expiration of twenty-four (24) months from the effective date hereof but prior to the expiration of forty-cight (48) months from the effective date hereof, the royalty rate provided berein shall be
reduced to 19.375% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twenty-four (24) month term during which
memammmdunmummmmmmhmmumummn-mmmmwmw&hmmm
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(F) NO DEDUCTIONS: mwmmmmmmmmwMuﬁmmrummdmmmmmm
oil, gas and other products produced hereunder ready for sale or use.
LY

(G) ROYALTY IN KIND: WWMMMNW.WM,-mMWummwmmhMMluyihluﬁ_
ﬁmuﬁuﬂmﬂdaﬂummyﬂﬁ-muwm&hmhulﬁhWﬁmmfwhwdmmmmm
dehydrating, mmmmmmudpmmmmmmmwum Lessor's right to take its royalty in kind
shall not diminish or negate Lessor’s rights or Lessee's obligations, whether express or implied, under this lease.
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(H) PLANT FUEL AND RECYCLED GAS: Mmﬂhmﬂtmmm-mwmwlpmﬁMh‘dewhmﬂm
hereunder in any processing plant. mm-mmmuhm.ﬂmwhwhmﬁhMMthlnd()ﬁw.lnu-
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(1) MINIMUM ROYALTY: thgnyy-'lhu'hupinﬂcuolduwlmmd&hbuqﬁﬁshnhmﬂﬂdndbywn&dm.hmlﬁuyddblmhmmm
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this lease a sum equal to the total annual rental less the amount of royalties paid during the preceding year.

(J) MARGINAL PRODUCTION ROYALTY: Upmlmu‘lwdunwluﬁm.hkhoollndBo-\immhmdqmumhmmwahm“
mmwhw4mnmmmnr-dmmmmmydwumumwmmmuymmmmw
conform 1o the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum.
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dispBsisfoh gnd market value. In all cases the suthority of a manager or agent 10 act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied
wmmmmammmmwmumwmmn-mhm.mdmymmmu-ﬂm If Lessee pays his
royalty emor before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty
3% dp’ 1de shall accrue a penalty of 10% of the royalty due o $25.00 whichever is greater. In addition o a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will
begin pecruing when the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land
Office administrative rule which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be
paid ad §edZeribed by the due date provided herein, Payment of the delinquency penalty shall in no way operate to probibit the State's right of forfeiture as provided by law nor act to postpone
M“Mmﬂhmﬁﬁnﬂydn.ThlbuwpmlhyplwldmMnoupplyhmﬂnﬂﬂhdiqmuuth‘umdmmwubhmﬂhmh
dipate s fi et vaue.
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ay)mmmconmmmammmmammmmumammwmﬁmmmwmddmu
reserves ing this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and

to such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General
Lan® ®fe shall be held in confidence by the General Land Office unless otherwise authorized by Lessee, All other contracts and records pertaining to the production, transportation, sale and
:mguwummuﬁdmwmgumummmma.ﬂmmmmumm-mmumm
and examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them.
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(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before
* spud date, workover, re-entry, temporary abandonment or plug and sbandonment of any well or wells. Such written notice 1o the General Land Office shall include copies of Railroad
Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commission. Lessee shall supply the General Land Office with any records, d reports, cuttings and cores, of other information relative to the operation of the

above-described premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey
made on the bore-hole section, from the basc of the surface casing 1o the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each
survey on each well to the General Land Office within fificen (15) days after the making of said survey

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

7. RETAINED ACREAGE: Notwithstanding any provision of this lease 1o the contrary, afler a well producing or capable of producing oil or gas has been completed on the leased
premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be reasonably necessary for the proper development of the leased
premises and in marketing the production thereon.

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as to all of the leased premises,

EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-
in oil or gas well as provided in Paragraph 11 hereof), or & well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a
ducin led unit p to Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes 1o a proration

unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. Within
90 days of a partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the
partial termination, Lessce shall have the right to obtain a surface lease for ingress and egress on and across the lerminated portion of the leased premises as may be reasonably necessary for the
coatinued operation of the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a
surface lease from the Land Office, but the Land Commissioner has the discretion to grant or deny such application and 10 set the fee for such surface lease.

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

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

8. OFFSET WELLS: If oil and/or gas should be produced in commercial quantities from a well located oa land privately owned or on State land leased at & lesser royalty, which well is.
within one thousand (1,000) feet of the area included herein, or which well is draining the arca covered by this lease, the Lessee shall, within sixty (60) days after such initial production from

the draining well or the well located within one thousand (1,000) feet from the area covered by this lease begin in good faith and prosecute diligently the drilling of an offset well on the area -

covered by this lease, and such offset well shall be drilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or driller
shall use all means necessary in a good faith effort to make such offset well produce oil and/or gas in commercial quantities, Only upon the determination of the Commissioner and with his
written approval, may the payment of s compensatory royalty satisfy the obligation to drill an offset well or wells required under this Paragraph. N

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term hereof and prior to discovery and production of oil or gas on said land,
Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof
should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee
commences additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the
primary term or within sixty (60) days prior thereto, a dry hole be completed and sbandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force
and cffect without further operations until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may
maintain this lease by conducting additional drilling or reworking operations pursuant to Paragraph 10, using the expiration of the primary term as the date of cessation of production under
Paragraph 10. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may resume
payment of the annual rental in the same manner as provided herein on or before the reatal paying date following the expiration of sixty (60) days from the date of completion of such shut-in ofl
or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time thereafier 1 shut-in oil or gas well is located on
the leased premises payments may be made in accordance with the shut-in provisions hereof.

10. CESSATION, DRILLING, AND REWORKING: If, afier the expiration of the primary term, production of oil or gas from the leased premises, afier once obtained, should cease
from sny cause, this lease shall not terminate if Lessce commences additional drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full
force and effect for so long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking
operations result in the production of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of
shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of & well
as agdnyhple, the lease will not terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease
ﬂq‘hhm»m-mmmummhmmmhawmmmmmum(@mu-e-
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11.* SHET-IN ROYALTIES: For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
and gms, quh“hqﬁﬁdhmmdlmuwﬂmwhmmmthundeﬁeu,awdlmﬂedpoﬁduﬂuphm
MEWuhHMMJQwhuWMhMHMMbdliﬂqwln&nfldﬂ*nlkﬂ.hlmmymulm-hdlwp
m—:ﬁﬂqﬂllndnlbuumdrmdwvidedh&elum.bulaknm-ﬂm-yuh-ﬁwdlupﬂodpmdndunﬂaplhp-:rin.m To be effective,
shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days afler the Lessee ceases 1o produce oil or gas from the leased premises, or (3)
4 dag alder Lessee completes » drilling or reworking operation in accordance with the lease provisions; whichever date is latest. If the shut-in oil or gas royalty is paid, the lease shall be
M&dhthlﬂen‘ﬂanmﬂmuﬂdumhlwdmyﬂhﬂﬂddhpﬂmm,uﬁmhﬁm&ydumbﬂwﬁh
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11 "COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities
n?;'?wmmmu,ooo)mamlm«sp—me.-amumum-mmw.whmmhmwnm;m“mumu
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aintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may
maintain the lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the
drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premi The P y royalty is to be paid monthly to the
Commissioner beginning on or before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same
producing reservoir and located within one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in
oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 12-month period, and none of these provisions will relieve Lessee of the
obligation of reasonable development nor the obligation to drill offset wells as provided in NR.C. Section 52.034; however, at the determination of the C 1883 , and with the
Commissioner’s written approval, the payment of compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue
penalty and interest in accordance with Paragraph 5 of this lease.

13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office written application to the
C issi of the Gr | Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty
(640) acres or less and Six Thousand Dollars (36,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30)
day period from and after the expiration of the primary term and so long thereafler as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling
operations are being conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such
spplication and payment, the Commissioner shall, in writing, again extend this lease 5o that same shall remain in force for such additional thirty (30) day period and so long thereafier as oil or
gas is produced in paying quantities; provided, however, that this lease shall not be extended for more than a total of three hundred ninety (390) days from and after the expiration of the
primary term unless production in paying quantities has been obtained.

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary for operations hereunder and solely upon the leased premises; provided,
however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for water flood operations without the prior written consent of Lessor. Subject to its obligation
to pay surface damages, Lessee shall have the right 1o use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing
the production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office
fee schedule which is effective on the date when the activity requiring the payment of surface damages occurs, .

15. POLLUTION: In developing this arca, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal
. wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillage, scepage or ground water contamination. In the
cvmturpolhn&m.ln-uinllulllne-ultituiiq)oulhmﬂm&by&m@ummdmumﬁw{umdﬂmbpﬂkmmw.

(A) UPLANDS: Lessce shall build and maintain fences around its slush, sump, and drainage pits and tank batieries 5o as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon.

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

(C) RIVERS: To the extent necessary to prevent pollution, the provisions found in subsections (s) and (b) of this paragraph shall also apply 1o rivers and riverbeds.

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

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from cach well on the premises covered by this lease, a legible sign on which
hall be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two of more leases are connected (o the same
tank battery, whether by individual flow line connections direct to the tank or tanks or by use of s multiple header system, each line between each well and such tank or header shall be legibly
identified at all times, cither by a firmly attached tag or plate or an identification properly painted on such line at a distance not 1o exceed three (3) feet from such tank or header connection.
Said signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lease.

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

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

19. LIEN: In accordance with N.R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid
royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any
other applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may sccrue o Lessee
from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures oo and improvements 1o the leased premises used in connection with the
production or processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and 1o secure payment of any damages or
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or
mwmhh-—:MMhNMI.QwvduTmMndeM Lessee agrees that the Commissioner may require Lessee (o execute
aend recordesuch instruments as may be reasonably necessary to acknowledge, sttach or perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and

Lessoc's activitics upon the sbove-described property or from Lessce's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true,
thg? Mg Egmmissioner may declare this lease forfeited as provided herein.
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20, FORFEITURE: If Lessce shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make
any Wuﬂurwmm«&ﬂnﬂ;uﬁlﬂmwMauﬁmb&iﬂmeﬂsﬂwﬂlwmﬂahmodtﬁthunqdndbthnﬂhrﬂundm
te the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail 1o comply with rules and regulations promulgated by the
Land Office, the School Land Board, or the Railroad Commission, or refuse the proper authority access to the records pertaining to operations, or if Lessee or an suthorized agent
m«my;wamummw«wﬂmum-nai«y.amwwym«mwmuwmm-wmdmmuumm
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights scquired under
this lease shall be subject to forfeiture by the Commissioner, and be shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall
agyig bg subject to lease to the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the automatic
of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the
n Jmm»maﬁdmmcﬁdmcch&eCur:.iutenere!lhGmcﬂLr.dOfﬁwofﬁmmpﬁmwiﬁ&cpuﬁimothw-ddﬁhlwundthnlhmd
GedNigd that may be adopted relative hereto.
- -
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© 1. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C.
* Sections 52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee.

22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, pr Igated by the Commissi of
the General Land Office goveming drilling and producing operations on Permanent Free School Land specifically including any rules promulgated that relate to plans of operations, payment of
royalties, and auditing procedures, and shall be subject 1o all other valid st , rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, 1o be bound by and subject to all statutory and regulatory provisions relating 1o the General Land
Office's audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and 52.137 through 52,140, In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other
purpose incident to the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Lessee shall be entitled to develop such land for oil and gas by directional drilling; provided, howewver, that no surface drilling location may be nearer than 660 feet and special permission from
the Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest
dredged bottom edge of any channel, slip, or turning basin which has been authorized by the United States as a federal project for future construction, whichever is nearer.

23, REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the casing or any part of the equipment from
any producing, dry, unbndmedweuuwdtsmwmcmmommtdmmmmnflheﬁmaﬂhndOfﬁuurhnmﬂtmmdrepﬂenmve nor shall Lessee, without the
written consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machi i or property d

by Lessee and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all sluﬁwreﬁmpmhﬂwbemplupdy
filled and all broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative.

24, FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing
oil and/or gas therefrom, afler effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental authority, then while so
prevented, Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office in support of
Lessee's contention and Lessee shall not be liable for damages for failure to comply therewith (except in the event of lease operations suspended as provided in the rules and regulations
adopted by the School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or
gas from the leased premises; provided, however, that nothing herein shall be construed to suspend the payment of rentals during the primary or extended term, nor to abridge Lessee's right to a
. suspension under any applicable statute of this State.

25, LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent theft of oil, gas, and other hydrocarbons produced
from said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or st all access points at the lease’s
production, gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of theft.

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by
the School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, at any time after the expiration of the primary term or the extended term, this lease covers a
lesser number of acres than the total amount described herein, payments that are made on a per acre basis hercunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres
outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

28. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest is encountered during the activities authorized by this lease, Lessee will immediately cease
activities and will immediately notify the General Land Office and the Texas Historical Commission so that adequate measures may be undertaken to protect or recover such discoveries or
findings, as appropriate. Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470). Lessee shall comply with the
Antiquities Code of Texas, Chapter 191, Natural Resources Code, as amended.

L]

29. VENUE: Lessor and lessee, including lessee's successors and assigns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied,
regarding interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes, or administrative rules, shall be in a court of competent jurisdiction located in Travis
County, State of Texas.

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

5 True and Corrael
— copy of
Original filed in
Reeves County
Clerks Office
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31. EXECUTION: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State of

e Texas.

TITAN RESOURCES, L.P., By and Through Its
Ceneral Partner, TETAN RESCURCES 1, INC.

iy 7

Dan P. Co]we]l

DATE: September 25, 1998

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

COMMISSIONER OF THE GENERAL LAND OFFICE

OF THE STATE OF TE,

STATE OF TEXAS (CORPORATION ACKNOWLEDGMENT)

COUNTY OF___ MIDLAND

BEFORE ME, the undersigned authority, on this day personally appeared

known fo me to be the person whose name is subscribed to the foregoing instrument, as
General Partner of TITAN RESOURCES, L.P.

DAN P. COLWELL
VICE PRESIDENT - LAND of TITAN RESQURCES I, INC.,

and acknowledged to me that he executed the tame

for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.
Given under my hand end seal of office this the 25th day of September

MARYLYN GIBBS
NOTARY PUBLIC

STATE OF TEXAS
My Comm. Exp. 12-16-2000

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

Before me, the undersigned authority, on this day personally sppeared
. s

> &
hmwth.melobetbepumwhose names are subscribed o the foregoing instrument, and scknowledged to me that they executed the
:-uumewmmmwﬁmmmw

. @

o Given under my hand and seal of office this the day of ,19
esenee NoﬂryPﬁblicinmdfor
6 True and Corree!
copy of -
Original filed in
< Reeves County
Clerks Office



I, Diaring . Florez, Qerk of the Connty Conrt in and
i hereby certify that the foregoingjs a troe and |
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Records of Reeves County,

1Y WHICH, Witness my hand and official seal st Pecos, Texas this
YA T

e ! C rl DIANNE O. FLOREZ, COUNTY CLi

» Deputy. REEVES COUNTY, TEXAS
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Austin, Texas
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OIL AND GAS LEASE
NO. M-99606

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

W72 OF SECTION 28, BLOCK 53, PUBLIC SCHOOL LAND SURVEY, CULBERSON AND REEVES COUNTIES, TEXAS, CONTAINING APPROXIMATELY 320.50 ACRES
AS SHOWN ON THE OFFICIAL MAFS OF CULBERSON AND REEVES COUNTIES ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

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

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

NOW, THEREFORE, 1, Garry Mauro, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as "Lessor,” whose address is Austin, Texas, by virtue of
the authority vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of Eight Thousand Three Hundred Twenty Six and 59/100 Dollars (58,326.59),
receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by Lessee, do hereby demise,
grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and conditions, to-wit:

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

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

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

. e

'.‘frEODUC‘TIDNROYALTILS: Subject to the provisions for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees 1o pay
or::::s:lobcpnidmduCommMmoﬂbeGmuﬂLmefﬁuinAuﬂin.Tmfmlheunlndbmﬁlofdnsmomedwia;ﬂwmbmf

.tizA):OlL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
hydgocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 1/5 part of the gross production or the market value thereof, at the option of the Lessor,
su ﬂvmhc‘bﬂm'modbyl)tbuhighulpomdwiec.plupr:mium,ifuy.oﬂ'uadurp&dforoiewdmﬂc,d.im']!m.nrolhuliqmdhydmcarbou.mg’octively.oflliketwemdmﬁlr
in arca where produced and when run, or 2) the highest market price thereof offered or paid in the general arca where produced and when run, or 3) the gross proceeds of the sale
B2AN, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
w:ﬂmdwwdm\rﬂm’mﬂtypamotherequipmcmulcmuefﬁdmllnthecndlhllllliquidhydmwbommeovmhlnﬁumﬂ:ep:byudamﬂmwillbem‘:ovaed. Upon
M h:moﬂmor.lhmmirmwlthtmhmban:nlh:wghmha.wpamnroruthuequipmentm:ybewzivedupmnrhmmundwmﬁﬁmupu:m’bedbylm.

* (B) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above,
any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/5 part of the gross
preduttion or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where
producedeand when run, or the gross price paid or offered to the producer, whichever is greater provided that the maximum pressure base in measuring the gas under this lease contract shall not at
ceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and

for specific gravity according to test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.
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(C) PROCESSED GAS: Anmyﬂtymmy;npmcmndhap:oﬁmphtuo&aplmtfumomyotmdiuumuquﬁdhy&m,ﬁmdhmﬁmzpm
the liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. Mmﬂh“bﬂ“hbﬂmmhﬂdm(l%)dhmmwwq
“p%ﬂhhmmmmm.ﬂmﬁﬂym(s&)amwmmﬁuwLm.Mi:ﬂum.ofﬂnwulﬂmMiM
anupmmmm:wmuwhmnwmpwh.ﬁuhmm«(ummm.yg
M)m-mmmmwinﬂemww&wmuﬂmmmmwunumpmmmgw-mmmuumm.ﬁm
“nM;quMM(uUMhuMMm,hHMwMHn.mdﬁdinm;mwmhhhdm),
whichever is the greater, mmpaoﬁvetwﬂﬁawmmnduﬁqﬁdhymmummbyl)hﬁﬁmnﬁnwﬁayﬂdwoﬂmhmp(uw
M)dmp.lﬂuquﬁlyhhnﬂu-nlmw!)hmpﬁapﬁdwuﬁaﬂfwmﬁnﬂhp(«ﬂnﬂﬁhﬂwmadliuwbaﬁthmafw
hydrocarbons), whichever is the greater. hmmnhom.ﬁnﬂhmyﬂﬂumﬂaudaﬁsmwbhhuhhmdﬁawﬁ:hmddhwbmdnw&cmuh
processed.

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be
‘uliubnd."ty'anyu&umbyﬁ-aﬁimuin..hniunrnyud:crpmnun'.n;.Emdmmdmmmuhmavﬂmmmﬁlmwwoﬂnm,m
market value to be determined as follows:

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

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

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

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

k)
(G) ROYALTY IN KIND: Notwithstanding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice to Lessee, require at any time or from
time to time that payment of all or any royalties accruing to Lessor under this lease be made in kind without deduction for the cost of producing, gathering, storing, separating, treating,
dehydrating, compressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor's right to take its royalty in kind
shall not diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease.
E
(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fuel used to process gas produced
hereunder in any processing plant. Notwithstanding anything contained berein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessce
may recycle gas for gas lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled until
such time as the same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to & royalty thereon under the royalty provisions of this lease. "

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

() MARGINAL PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
royalty set out in subparagraph 4 (1) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must
conform to the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register, Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before
the 15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner
prescribed by the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all degfificph
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of tmount
produced and put into pipelines, tanks, or pools and gas lines or gas storage, and sny other reports or records which the General Land Office may require to verify the gross produstion,
disposition and market value. In all cases the suthority of » manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be acedmpligigd®
by » check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. lrlmum.hh
royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty
(30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such int&§ Will
begin accruing when the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General{mad
Office administrative rule which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalsies to be
paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act 1o
hdﬂuwﬁdmynlﬂumuijndlythe.mlboup-u!typrnﬂdmdlﬂlwlqﬂyhmddlkﬂmumh&n’spoﬂionofﬂumyﬂtyum&lmoflbemﬂqh
dispute as to fair market value. aen

- -

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually fumish the Commissioner of the General Land Office with its best possible estimate of oil tuftigas
reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas is sold or pr { and all subsequent agreements and
amendments to such contracts within thirty (30) days afler entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by th§ BEAS!
Land Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and
marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to
inspection and examigatian, by the Commigsioner of the General Land Office, the Attoney General, the Govemor, or the representative of any of them.
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. (B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before
spud date, workover, re-entry, temporary abandonment or plug and sbandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad
Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office st the time they are filed with the Texas
Railroad Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the
above-described premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessoe shall have an electrical and/or radioactivity survey
-ademlhebae-holencﬁm.&mdnhseof&ewﬁneuﬁngwtkwh]dqxhot‘well.olnﬂwclls&illodonﬂulbovedua{hedpunimndlhﬂmilaﬂmmdmb'dm
survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

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

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

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-
in oil or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a
producing pooled unit pursuant to Natural Resources Code Sections $2.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration
unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. Within
90 days of a partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the
partial termination, Lessee shall have the right to obtain a surface lease for ingress and egress on and across the terminated portion of the leased premises as may be reasonably necessary for the
continued operation of the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a
surface lease from the Land Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

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

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

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

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

IO..CWATION.DRILLING.ANDR!WORKING: I, after the expiration of the primary term, production of oil or gas from the leased premises, after once obtained, should cease
froms any cause, this lease shall not inate if Lessee additional drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full
force Ind®@ect for so long as such operations continue in good faith and In workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking
mmhumdmduﬂmmﬁalnnduﬂmhmﬂfawndeﬂ’oufanlm‘ndlwwhmmmmmhmqmﬁﬂawmﬂof
shut: oregas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well
as & dryghole, the lease will not terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease
erlﬂoawlm;ulmeuu’m&miuamwmhmﬁ&ndhlwmnmwmﬁwhmwﬁmwnﬁn;nmmn‘xty(ﬂt:l)dly:. Lessee
M.Wmmnodecwh(}nadLndofﬁoewit!xinlhhty(w)d:yloflnymnﬁmofpodmﬁm.

1L, IN ROYALTIES: For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
and gms. If m any time afler the expiration of the primary term of & lease that, until being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying
quantitigs is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas
mﬂmpmequﬂmdwbkumwrmmpmviadinﬁulnu.mwlmmmSIJmlwawud:wiluwblenrpmdmiuoﬂwmiamwﬁu To be effective,
caclwinitial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3)
60 dads"sh¥r Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. If the shut-in oil or gas royalty is paid, the lease shall be
m"m‘mulmuleucndﬁnmMmmdduumufdnluufwlpaiodnfmeymfmmhmddhmmu&mhﬁmdqdmmfolbﬁuﬂw
montiein production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of
one (1) year by paying the same amount each year on or before the expiration of each shut-in year,

12. COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is ivered in paying quantities
from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, o in ange \ " QIR 10 continue 10
3 ATTEST: 22 - -
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mmmwmgum«ammmqmmwmummmmwr«mmdmmrammmummm The Lessce may
-Mhmruhtmmmwmm”pnmmyﬂq-hmﬂqmwhhhﬂdmwvﬂwdm&mhmmh
chiu.c.uwﬁehhmﬂadhhmmw-dﬁ&hmwn,wmfmdmmm, i The ¥ royalty is to be paid monthly to the

Cnmhﬁnﬂn'uwbdmhlm&ynfhmfdhwin;hmhwﬁchhdlumhm&mhwilmhghhhqeahhmﬂmdhmm,
producing reservoir and located within oae thousand (1,000) feet of the leased premises:; if&nmpnmaqmymypu'dinmllmﬁpﬁdhhnmh&mhmm@
dluumyﬂty.lmeeiﬂimnmmﬂmhdﬂﬁmﬁ:&h&k‘y(}ﬂ)ﬁw&mhmﬂo{&elzmmﬂmﬂmmﬁﬂmmofh
obligation of reasonable development nor the obligation to drill offset wells as provided in N.R.C. Section 52.034; h er, at the determination of the Commissioner, and with the
Commissioner's written approval, the payment of compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue
penalty and interest in accordance with Paragraph $ of this lease.

13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
Ihnmi-pod&ithndhl;oodndworhnmlihm.Lmum-y,unrbe&nnhnp&nﬁmoflhcpimn‘ym.ﬁhhhwmmwmwﬁmmm
CannilduuuoﬂchmcﬂLndOﬂieefwl&iny(lﬁ)&ymﬂmd&islme,mpuiedbymm{ofmuwDollan(ﬂ.M.DO)iflhillauwmdth&odforty
(6‘0)crlenIldShWDoIlﬂ:(“,OO0.00)UN:lmeeommtlunl'xhundmdfmy(MO)auumdtheCanminimuMl.inwriﬁn;.znmdﬂlhlauful&My(M)
&ypu-iodfmmndlﬂuﬂuaqiﬂﬁond‘hprimrywmudnolonnhauﬂ.uuoi]arpl'uwmmﬁngmdﬁu;mﬁmw.&lm“.mhgum&im‘
npuiiuunbdn;omﬁmdn&nl&ewﬁnﬁundmhhguy&iﬂyﬂb}mwmfuuﬂﬁumdﬁm(w)aﬂﬂmwam
Mﬂmuw“mtmmmmﬁmmwlhlumcdn.[lmﬁnhfm[«mh:dﬁﬁmdﬁm@)dnypuiodndwhuﬁmﬂunoﬂw
ptiapu&wedhplyingqmﬁﬁu;ptwideihnwww.lhllﬁlluulhﬂmb-mndodfammlﬁmu(otﬂoflhraehundreduinuy(!%)dlyi&nmmdlﬂa&em&iimofﬂu
primary term unless production in paying quantities has been obtained.

14, USE OF WATER; SURFACE: laua:h.llluw&eriduwmmeﬂdefaMmMMMylinﬂmiﬂm
however, Lessee shall not use potable water or water suitable for livestock or imrigation purposes for water flood operations without the prior written consent of Lessor. Subject to its obligation
hmmﬁendamuu.lmeeﬂnﬂhmdurigmwmnmudmmdmmhmhmﬂwaw&iﬂm;mwﬂ wells and transporting and marketing
the production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office
fee schedule which is effective on the date when the activity requiring the payment of surface damages occurs. .

. 15, POLLUTION: thoﬁu&hmlanmhmwmdmmmmﬂeMmmpoum.Mwﬁmm&afmmmwmdm
. Mmﬂwﬁmnﬂw.mmMpmudbyhmﬂmﬁmmhiﬁﬁauﬁdmmmwi“mwwmmmmhﬂm. In the
wuufpoﬂﬁu.LuMmlﬂMI&MDWNWHMUWWMM&W&efallldnu.elnmblicmdwimpwuﬁu.

(A) UPLANDS: Lﬂuerhﬂbui]dudnn'nuinl’m-wndiusluﬁ.mp,mdMgepiundmkhmuiuuuhmﬁmlpimmdmmuiqhn;udm
completion or abandonment of sny well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon.

(B) SUBMERGED LANDS: mmddﬂmmehMMMm&mmy&ﬂﬁuummmplnfm.mnrmpplybon.
barge, jack-up rig or other equipment located on the leased area Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made
non-biodegradable items. A sign must be displayed in & high traffic area on all vessels and manned platforms stating, *Discharge of any solid waste or garbage into State Waters from vessels
or platforms s strictly prohibited and may subject & State of Texas lease to forfeiture.” Such statement shall be in lettering of at least 1* in size.

1

(C) RIVERS: Tu&ecxtmlmyloprwm(mummepvﬁdmsfmndhm(l)nd(b)ofmhpuwmalsolpplyinrivu:mdﬁvubeds.

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

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, » legible sign on which
shall be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same
ukh:y,ubdubyH\MndhhmwuuﬂuﬂHWmdlnMMMeﬁﬁummmudnnhukwbadaﬁnﬂbclqﬂ:ly
Mﬂdl-ﬂﬁnu.ei&abylhmlywmwplnuukhliﬁﬁoupnpafypdﬂdm-nﬁliunlﬁmmhwmu}fcﬂﬁmmmkummedim.
Said signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lease.

17. ASSIGNMENTS: The lease may be transferred at any time. All transfers must reference the lease by the file number and must be recorded in the county where the arca is located, and
hmﬁdmﬂ’twamwﬁﬁdblﬂhMMdhthmumguhﬂdhmﬁwwduomumﬂn«yomayloﬂhm
M-MWNL&%E.&G,WW&M&W”NWl&dDﬁunﬂuhlﬂeﬂmhﬂdﬂcdm&ﬁbylheGmﬂdl‘ndOﬁmofnﬂ:
transfer or certified copy thereof. Bwymd’uudnllmndlnllln'ﬂmundbembjeclblllWmlhbﬂlﬁu.ndpud&uwedhmsmhymnaiwhmwwpdu
transferee of the lease, including any liabilities to the state for unpaid royalties.

18. RELEASES: lmw&mhdﬁnpmdhudahhwﬂm&mbymﬁuhmhhmwbuu&hmhiwndﬂﬁn.hmm«
mmdmhumwmmmm)mmumwwmmmmmwmwwmmum@maﬂf
receipt by the General Land Office of such release or certified copy thereof. Such release will not have the effect of releasing Lessee from any liability theretofore accrued in favor of the State.

19. LIEN: In accordance with N.R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid
royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 angleany,
other applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may sccrue (ol gz *
ﬁ_bﬂcd-ﬂkﬂdmmn&m.twwl.uwhylmm.nﬁdlﬁnmmudhmmﬂhhhudmjnudhmmu
MaMd-ﬂI-ndMinwdw\ouunhpnmuud’ﬂlmﬂhwoﬂumhubmmm&udhmwdﬂydﬂ‘“-
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed Yith b
without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute
and record such instruments as may be reasonably necessary to acknowledge, attach or perfoct this lien. Lessee hereby represents that there are no prior or superior liens arising fipg apd
relating to Lessec's activities upon the above-described property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not ye, o
then the Commissioner may declare this lease forfeited as provided herein. m

seeees

30. FORFEITURE: If Lessee shall fuil or refuse 1o make the payment of any sum within thirty (30) days after it becomes due, o if Lessee or an authorized agent should knowingly make
qﬂ.lﬂnuﬂummﬂﬁnﬁmuﬂ&gwﬂmﬂﬁﬂurduubﬁumoﬁawwﬂawﬂhhpﬁlﬂ&umﬁdhhnﬂh:ﬂunﬂm
MMMCMWMMMWMUHLMMﬁIbﬁkmhhmmﬂww“&ﬂwmﬂyﬁ&mmmﬂmmdﬂdum
General Land Office, the School Land Board, or the Railroad Commission, or refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorize ’
MW,erdh:hﬁwmmhfmuﬂumM.uWyElﬂumﬂmloﬁnishlhﬁuﬂundoﬁuam!o‘dnywﬂ.uifw
knowingly violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights .
ﬁlhndnllhnbjuhfafdmbyh&nmim,-dhdullfwfdtmntmnfﬂdudyhfamddmhmmm;faﬁimmdmfwfelmdlh-ﬁlﬁl:l’
again be subject to lease 1o the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the automatic
termination of this lease by operation of law or by of any special limitation arising h & .memummmw-mmmﬂwuwmufmm
dﬂuﬁmm_wwdﬂﬂ:‘w‘m’ to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and
mﬂdﬂlhﬂnn};ﬂﬂﬂﬂdﬂlﬂi}l Besd iovi rede T1 9
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=1, RIVERBED TRACTS: hhmmuwaﬁwlﬂﬂhwmmwdﬂuo{nmmndeondmmﬁwupmvidndl’ahﬂ.k.c,
Sections 52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee.

11. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of
the General Land Office governing drilling and producing operations on Permanent Free School Land specifically including any rules promulgated that relate to plans of operations, payment of
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
m.umwﬂmrmmmmw&cmdmm 10 be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office’s audit billing notice and audit hearings p du Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections $2.135
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other
purpose incident 1o the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Lessee shall be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from
the Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest
dredged bottom edge of any channel, slip, or turning basin which has been suthorized by the United States as a federal project for future construction, whichever is nearer.

23, REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the casing or any part of the equipment from
any producing, dry, or abandoned well or wells without the written consent of the Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without the
written consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or property owned
by Lessee and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly
filled and all broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative.

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing
oil and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental authority, then while so
prevented, Lessee’s obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office in support of
Lessee's contention and Lessee shall not be liable for damages for failure to comply therewith (except in the event of lease operations suspended as provided in the rules and regulations
adopted by the School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or
gas from the leased premises; provided, however, that nothing herein-shall be construed to suspend the payment of rentals during the primary or extended term, nor to abridge Lessee’s right to a

. suspension under any applicable statute of this State.

25. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent theft of oil, gas, and other hydrocarbons produced
from said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or st all access points at the lease's
production, gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of theft.

26. REDUCTION OF PAYMENTS: If, during the primary term, & portion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by
the School Land Board in accordance with Natural Resources Code Sections $2.151-52.153, or if, at any time after the expiration of the primary term or the extended term, this lease covers a
lesser number of acres than the total amount described herein, payments that are made on & per acre basis hereunder shall be reduced according to the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on & per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres
outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

28. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest is encountered during the activities authorized by this lease, Lessee will immediately cease
activities and will immediately notify the General Land Office and the Texas Historical Commission so that adeq m may be undertaken to protect or recover such discoveries or
findings, as spprogriate. Lessce is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 US.C.A. 470). Lessee shall comply with the
Antiquities Code of Texas, Chapter 191, Natural Resources Code, as amended.

19. VENUE: Lessor and lessee, including lessee’s successors and assigns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied,
regarding interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes, or administrative rules, shall be in a court of competent jurisdiction located in Travis
County, State of Texas.

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code, this lease must be filed of record in the office of the County Clerk in any county in which all or any part of the
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent to the General Land Office.
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3. EXECUTION: 'nli.louﬂwmmhiﬂdﬂwwumbdmihﬂlddmadhmmmﬂhMmmmdmh“

Texas,

TITAN RESOURCES, L.P., By and Through Its
General Partner, TITAN RESOURCES 1, INC.

= Dan P. Colwell

-

DATE: September 25, 1998

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

COMMISSIONER OF ENERAL LAND OFFICE
OF THE STATE OF

STATE OF TEXAS (CORPORATION ACKNOWLEDGMENT)
COUNTY OF MIDLAND

BEFORE ME, the undersigned authority, oa this day DAN P. COLWELL

) 56 5id %o bo iai o s 1o salaoribed 4 tha B ing i ¢ VICE PRESIDENT = LAND a TITAN RESOURCES 1, INC.,
Ceneral Partner of TITAN RESOURCES, L.P.

and acknowledged to me that he executed the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.
Given under my hand and seal of office this the____ 25 th dayof ___September

1928 ~

MARYLYN GIBBS
NOTARY PUBLIC

L ]
STATE OF (INDIVIDUAL ACKNOWLEDGMENT) faetet
oty or N
Before me, the undersigned suthority, on this day personally appeared ...:
-

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

Eooo:o
Given under my hand and seal of office this the day of 19 &

sese

¥ -

ssesn

Notary Public in and for :.’...

. .

e st )




THE STATE OF TEXAS X
COUNTY OF CULBERSON I 1 Linds Urias, Clerk of the County Coutt tn end

for said County and Stata, do hereby certify that tha foregoing ln s troe .
curr?;, Epy dﬁiﬁ.ﬂm'c duted . &—-2,5

19, Do v
W . filad mﬂiumm%—é—@ﬂ' ———
19. 5 Clerk's File No. M.ﬁh
rocorded in the 197 E<FY, - nd Racordsof Culberson Corrinty,
a *

Texsa, f K
A |

TO CERTIFY WHICE, W my hand and ofTlelal seal Vmﬂmlhhl."

_Ldl.vol :Eg?- . SRR

é LINDA U‘RIAS. COUNTY CLERK
“Deputy. CULBERSON COUNTY, TEXAS.

By,






Lease Number Book/Vol Page Entry County / Parish State

TX299-109-147-000-00 78 3386 |51200 CULBERSON TX

Lease Date 08/04/98

Lease Name: | State of Texas

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 Official Map of Culberson and Reeves Counties on file in the Texas General Land Office, Austin, Texas
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PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-99606

Payee(s) Account Number Amount

State of Texas ano.So

General Land Office
17084 N. Congress Avenue
Aystin, TX 78701

sees
. - . } . 7 /
H ; -
. qu kesources L7 2
. " e
Rf+* sPeriod Beg. 08/04/1999 DELAY RENTAL amen: 8100419
.. -
INSTHﬂC“aNs TO DEPOSITORY: You have been designated as depository for the above described payment Please credit the proceeds
of any nature arise, DO NOT RETURN our check, but

make Che deposit to the credit of the party named in a special account, and advise us as soon as possible for further instructions.

the:eg to the parties named and in the amounts indicated Should any difficulty of
-

100419






. Texas General
Land Office

David Dewhurst
Commissioner

Stephen F. Austin Building

1700 North
Congress Avenue

Austin, Texas
78701-1495

512-463-5001

COPY

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 W-g instrument on
February 15, 2000, and has filed it in 099606, MF099608,
MF099609, MF100082 and MF100083.

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,

an
Energy Resources

Titan Resources, L.P., Culberson Co




*Checked for MF #'s o

s Entered in database: 2§|9 25273
* Problem file"

" Ack,,gmgeej;e—m-,eyerm IAL ASSIGNMENT OF OIL AND GAS LEASES (STATE)

sent ITH RESERVATION OF OVERRIDING ROYALTY

STATE OF TEXAS

KNOW ALL MEN BY THESE PRESENTS
COUNTY OF CULBERSON AND REEVES

THAT, TITAN RESOURCES, L.P., by and through its general partner TITAN RESOURCES 1, INC.,
whose address is 500 West Texas, Suite 200, Midland, Texas 79701, hereinafter referred to as "Assignor",
for and in consideration of the sum of Ten Dollars ($10.00) and other good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged, does hereby bargain, sell, transfer, assign
and convey to MOBIL PRODUCING TEXAS & NEW MEXICO INC., whose address is 500 West
Illinois, Midland, Texas 79701, hereinafter referred to as "Assignee", an undivided Fifty Percent (50%) 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, hereinafter referred to in the singular as a "Lease"
and hereinafter collectively referred to as the "Leases", which cover certain lands located in Culberson and

Reeves Counties, Texas, more particularly described on said Exhibit "A", hereinafter referred to as the
"Lands".

Assignor excepts from this Assignment and reserves to itself an overriding royalty interest in all of the oil,
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 to exceed 3.125%
of 100%.

The overriding royalty 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 expenses
and shall only bear its proportionate part of any gross production and/or pipeline and/or severance taxes,
ad valorem taxes, Federal or State and other similar taxes.

The overriding royalty interest herein reserved to Assignor may be pooled, without the necessity of
Assignor's joinder, to the same extent as the landowners' royalty may be pooled in accordance with the
provisions of the Leases.

,****Jn the event that the Leases cover less than the full oil, gas and mineral interest in the lands purported to

."*"be covered thereby, or if Assignor's interest in the Leases is less than the full leasehold interest, then the
*«eeobverriding royalty interest herein reserved shall be reduced in proportion to the oil, gas and mineral
. interest covered by the Leases and actually owned by Assignor.

.. .
L) .
veenetissignor shall warrant title to and forever defend title to the Leases against every person claiming the
*. Leases by, through or under Assignor, but not otherwise. Except as otherwise stated in this Assignment
oo @r Exhibit "A" hereto, Assignor covenants that the Leases herein conveyed are free of any liens or

* ‘*&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.

ASSIGNOR: TITAN RESOURCES, L.P., by and through its
general partner, TITAN RESOURCES I, INC.

By: /J’;;/’ L fK:/

Dan P. Colwell, Vice President-Land L

A CERTIWFIED COPY
W IT BEARS THE SEAL OF THE COUNTY CLERK
/ - ,,’?{ e g e

ATTEST:
LINDA McOONALD, COUNTY CLEP
',{&;—n




ASSIGNEE: MOBIL PRODUCING TEXAS & NEW MEXICO INC.
By: %Q “LQ‘QL
Name:
Title: -Fact W

ACKNOWLEDGMENT

STATE OF TEXAS
COUNTY OF MIDLAND
This instrument was acknowledged before me on this 2 day of December, 1999, by Dan P.

Colwell, Vice President-Land, of Titan Resources I, Inc., a Delaware corporation, on behalf of said
corporation as General Partner for Titan Resources, L.P.

MARYLYN GIBBS

NOTARY PUBLIC
STATE OF TEXAS

ACKNOWLEDGMENT

STATE OF TEXAS

anws

**** COUNTY OF /7 ! Alar

W This instrument was acknowledged befgre me on this / 7& day of DM
*t Hooo , by - pe , as Atérney-In-Fact (‘ff Mobil
***Producing Texas & New’Mexico Inc., a Delaware corporatgn, on behalf of said corporation

,ﬁzé X g,z"./dn_zém/%

Notary Public in and for the State of Texas

A CERTIFIED COPY
I IT BEARS THE BEAL OF THE COUNTY CLERK
- Z5 — Ferey)

® ==

Partial Assignment of Oil and Gas Leases 2 Titan Resources, L.P., Assignor, to
with Reservation of Overriding Royalty Mobil Producing Texas & New 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

S
.lII‘
céEth

L .
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Lesaesd Number :
State Number:

Lessqgr Name
Lesss¥e Name
Lease Date
Recording
Recording
Gross Acres
Description

County

EXHIBIT "A"

Attached to and made a part of that certain Assignment
of 0il and Gas Leases, by and between Titan Resources,
L.P., Assignor, and Mobil Producing Texas &

New Mexico, Inc., Assignee

TX299-109-0
M-100083
State of Texas, acting by and through its agent, Daltex Munn

-000-00

Associates, a Joint Venture under the laws of the State of Texas
Clay Johnson
04/07/1998
CULBERSON: 78/332/50796
REEVES: ©589/865/001673
2564 .0000
: All Section 20, Block 55, PSL, containing 641.0 acres;
All Section 21, BLock 55, PSL, containing 641.0 acres;
All Section 22, Block 55, PSL, containing 641.0 acres; and
All Section 28, BLock 55, PSL, containing 641.0 acres

Amendment Recordation:

Culberson: Recorded 01/27/1999, Volume
#51493
Reeves
#000106
CULBERSON
REEVES

78, Page 380, Amendment

Amendment

Recorded 01/14/1999, Volume 600, Page 404,

TX299-109-059-001-00
M-100082
State 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

1523.0000

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-99606
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
A CERTIFIED COPY
fnumuwllﬂ??'E?H%#:9a
ATTEST:
LINDA McDONALD, COUNTY CLERK
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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

County

END OF EXHIBIT
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Continued

EXHIBIT "A",

TX299-109-149-000-00
M-99608
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

TX299-109-150-000-00
M-99609,/
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
IIAII
A CERTIFIED COPY

F IT BEARS THE SEAL OF THE COUNTY CLERK
ATTEST: /- 22T

, COUNTY CLERK
UNDA McDONALD, )
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Certificate of Record

HE
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_Recording Fee

Centified Copy Fee

Total Paid

/éw&a

Helurn 1o

oy

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.
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LT Y
-

BEAH GRAPHICS INC
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Di"""
COUNTY CLERK. ReLvLs ,leh. TX.

BYé_ lac,:. PUTY

“COMPARED"

THE STATE OF TEXAS, }
COUNTY OF REEVES. }

I, hereby certify that this instrument with its certificates of authenticity 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

DIANNE O. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEX
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THESTATEOF TEXAS |

COUNTY OF CULBERSON
e I L Linda Uriaa, Clerk of the County Court In and

VoL __614 PAGE 145 DATE RECORDED _1-26-2000

. Deputy

fEETS

_— WMMMEQ?E/ -
] Cas A
m CASES Uai b Bosaiudtiiry, o Puetlighs 3

recorded In the
Texas,

'l'OC!R'I'l" Wi
Fa Q)Cﬂ tu-mybudndm-lu\fulnﬁ
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" ) ———" LINDA URIAS, COUNTY CLERK
-

Deputy.

CULBERSON COUNTY, TEXAS.




Check #101231 “Fure ResourcesL.P [Z]

Property 1d /| MMS Eff. Date | Recording Information State County/Parish
TX239-109-147-000-00 | 08/04/1998 | 11/21/98 BK 78 PG 338 ENTRY 51200 TEXAS Culberson
M-99606
Property Name / Lessor

Commissioner 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

Official Map of Culberson and Reeves Counties on file in the Texas General Land Office, Austin, Texas
nnN
~U 6 _Z Co
%3 ;2 [)' fs;c) u’E}

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the
Commissioner of the General Land Office Federal Tax Withheld
1700 N. Congress Avenue 0.00
Austin, TX 78701 oot Naahe
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
NI [ l 0.00] 0.00] |
r:;“ | | | 0.00 | 0.00| |
sSssass
R | I 0.00 0.00] [
LN ..
o/ [ | | 0.00] 0.00] [

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us mmeduatet)N 0 1 O 1 2 3 1
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Check # 102564

Property Id / MMS Eff. Date iewrdlngl‘nfomaﬁon— State MIW
TX299-109-147-000-00 | 08/04/1998 | 11/21/98 BK 78 PG 338 ENTRY 51200 Texas Culberson
M-99606
~ Property Name / Lessor

Commissioner 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
Official Map of Culberson and Reeves Counties on file in the Texas General Land Office, Austin, Texas

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the Commissioner of the General Land Office
1700 N. Congress Avenue Federal Tax Withheld
Austin, TX 78701 . 0.00
L | Total Bank Charges |
0.00
Payment | Period Payment Amount Bank Service Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/04/2001 12 DELAY RENTAL 320.50 0.00
171 ] ] 0.00] 000] | 2L 1] o
[« '
iR l ] l 0'001 000[ l 4 T
’-\ - ..- -
7] 1 I 0.00] 0.00] A WAYIE
x ‘) 1049573-00.0
[/ | | l 0.00] 0.00] | teeas

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us irnrnediatw 0 1 0 2 5 8 4
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By
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Check #9901468 "

MMS Eff. Date Recording Information & [ . State :
TX299-109-147-000-00 ' | 08/04/1998 | 11/21/98 BK 78 PG 338 ENTRY 51200 & o . Jemse, Culberson
M-99606 . f.s 2E ,F
. :l.
Property Name / Lessor

Commissioner of the General Land Office of the State of Texas

s ol Dascitl
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

02042293

Payee Name & Address
State of Texas, acting by and through the Commissioner of the General Land Office
1700 N. Congress Avenue
Austin, TX 78701

%

Due Date | (inmonths)|  Description Due Charges Sub-Type
08/04/2002 12:'?‘ DELAY RENTAL 320.50 0.00
I r |2 [ 0.00] 0.00] [
o] :
Iy ¥ _‘ | : | 0.00] 0.00 | |
. i 0.00] 0.00] | =EaYA
Y jdu
| [ [ 0.00] 0.00] [ i

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds the| godm
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. g) 1% 8




David , Commissioner




