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0~9607 
A U T 4, 1998 

MINERAL LEA E DID APPLl ATION 
Texas General Land Office · D - CA-040(8-93) 

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

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

Name TIT AN RESOURCES, L.P. 

Address 500 W. TEXAS, SUITE 500 

City MIDLAND State TX Zip 7970 1 

Telephone ( 911 498-8600 
(lndude +4 C.odc) 

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

31 53 (If Applicable) 280 
Acres ---Block/Tsp. __ _ 

(I ( Applicable) 
Section/Tract -----

{A) Cash Oonus Enclosed (S) (t) pc:Jprint amount below) 

$7,274.40 

(0) Sales Fee Auached (S) 

$109.12 

(typc:/print amount below) 

This Sales Fee is I - 1/2% or the ca~h bonus as provided in ection 32.11 0 of the 
Natural Resources ode as amended . 

APP LI ANT (same as above) 
TITAN RE OURCE , L.P 
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D Al\1 LY(A) 
Do Not in clude sa les fee) 
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S!l ustin, 'Otexnn - - ·-

OfL AND GAS LE.AS!: 
NO. M-"'°7 

WIIFJU!AS, pursuant 10 thc Tcus NlllW"II Rc:tourca Code Cliaplal 32, 33, $1, and 0-lptcr .fl, S..bdu,plcn A-0 and II. (Aid Code bcin& bcrdnafta- rcfcrrocl 10 • N.R..C.). and IUbjca IO aB 
rules Mid rqulaliolll promulpled by thc Commbsloocr ol cbc Gcncnl Land OOioe rod/or cbc Sdlool Land 8-d ~ thcfflo, Mid .U o(bcr llpplbblc llltUlcS llld 1111Clldmcou 10 aid 
N.ILC., the lbllowin& wca, 10-Wit 

£11 OF Nr.H A NW/4 A NW/4 OY Nl'.14 OF ECTlON 3 1, 81.00C 5l, PUBIJC SCHOOL LAND SURVEY, C'ULBt.RSON COUNTY, TEXAS, CONTAINING APPROXlMA T&L Y 
uo ACJU!S AS SHOWN ON nu: OFYICJ.AL MAP o, Cl1L8£RSON COUNTY ON FtU IN na: TfXAS GEN&RAL LANO OPYICE. AUSTIN, TEXAS, 

Wiii, aft« bciq duly edYatbccl, olfcrcd for lease oa lbe 4da ~ ot AU;CtOI, tnl, • 10:00 o'clock a.m., by Ibo Onmiaioo« of mo Gcncn1 Land OOioe oldie Slalo ofTcus md Ibo School 
Land Bowel o( tbc Salo o(Ta.., for Ibo ,olc md oaly pwJlC* of prolpOCWII md clri1lica for, and proclucin1 oil IDll/or pt lb.Iii lftlY bo found md produced from the aboYe dclcn'bocl wea; md 

WJIFJU!AS, allcr all bkll and ,-iu:mca wbidi - rccdvc,d up 10 aid time baw bocD duly comldcrcd by die Commbsloocr of tbc Gcncnl Land OOioe md the Sdlool Land 8-d It a rcautar 
mCdiAa dlcrco( Ill tbe Gcncn1 Land Offioc. oa lbc 4da ~ al Aec-1, 1"1, baduJ\cr Ibo "drcc:dw dale" md it - fouod and dclam1-I thM TIT AN RF.SOURCES, L.P. 'l'iioR. address Is 
500 W. TEXAS, SUITE 500, MIDLAND, TX 7'701 had otrcrccl Ibo hlpc91 and best bid for a lcuo a/Ibo- aboYe lbcn'bocl md II, lhcrcforc. cntidod IO rooclw a 1-N thcroon.: 

NOW, TIIEREFORB, I, Oony Mairo, Onmlaioo« al tbc Gaxnl Land Offlco al tbc S. olTcxu, bc:rdDaftcr aamcdmca rcfcrrocl 10 as "'Lalor,· whole, addrm Is AIIJtiA, Tew, by vutJc ol 
lhc ....,_--.cl la -and la comldcndoo ollbc s-)'lllall by tbcbadllallcrdcalcn-1 I-. lbc tw1 o(Sc,,m TholllUd Twt lll&Ddred Scwlity Ftur aJMI .o/100 Oolhn {S7,l74.40). 
rooclpc o/ wldcb U bcn,by IICbowWgc,d md o/ lbe royalucs, ~ stlpwadom aod CODdillou COlllainod aod ltoc:rcby qrood IO bo peld. ol.a-s md pc:normod by t.-, do bcn,by dcm.bc, 
p,1. lease llld Id umo die lboYe mcntloncd bidder cbc c:xdusive rist,t '° llfOIPCCl for, produco llld take oil md/01 ps from lbc aforesaid 11U 11p011 lhc ro11ow1n, 1amJ IIXI caoditiom, to-wit 

L R£SVlVATION: There Is bcn,by cxccpcd and rcaa-1101-lhe full uc oltbc pn,pc,1)'oownd bcrcby and all ri&bts widi rcspcc:t 10 the~ and aiblarface 1hc:reo!for IQ)' and 
all purpota cxcq,t dl09e p'mlC>d md IO lhc cxtait bcrdll anolod IO~ IOgdha with the risbtJ, o(lnpaa and CIJ'CII md Q9C of Aid lands by Lcslor and its mi-.J lc:uca, for purpc»CI al 
oplorio& for and prodoc:ul& lhc m.lncnlJ wbldl ..., DOt covered. or wbldl m-, DC( bo oownd ID Ibo f'lllllrc. under Che lam.I al this!--. but wblda m.wy be IOCIIICd with.ia tbc-<- boundlrica ol 
!be ~ ll'CL All al the r!aJits ill and IO die lc:atod prcml,c:s rdmnod by 1-md all oC lhc riaJits ia and IO lbc leeod prcml,c:s anolod to Lcacc bcrdll aball be cnn:ucd ID -.b a IDIIIDCI' 111111 
odthcr lball llllGl!y lnlcrfcn, widi the DpCOOOIII o/ die other. 

1. TtRM; Sobjcel IO die ocha- provWons baco( this leue aball be tor a lam o( tlve (5) ~ &om lhc cir~ dale bcnof(bcran called "primlly 1am") md • Iona lbcrc:aftcr u oD or pl 

Is produced In payina qumtitlca &om aid -. 

l. Ott.A Y RD(f ALS: If DO wdl be cornmc:uocd oa lbc laod bcreby leased Oil or bcfllR tho mniYalll')' dale of this !cw, this 1-aball lerllUDJCO u 10 boch JWtia wilcss the 1..-Oil or 
before aid dlle aball Pl')' or ICDd« IO !be CommlJllooc:r oflhc Omcnl Land Offlco o{cbc Slate olTcx.M • Austin. Tcus. Ibo 1U1D al Ooe Dolllr (Sl.00). pu acn., wblc:h lhall opcru • raital 
llld OCMr tho privilqc ot dcfcrrln& the commCIICallall ot a wclJ for IWdw ( 12) mocdi.s &om Aid daac.. ID lib maaoc:r and upoa lib Pl!)"lllcots or ICDdcn die comlllfflCC'IIIQll or a wdl may be 
l\inhcr dcfcrrocl ror lib paiocls al Cho Ame 11mnbcr of moodls ~ dutina lhc prbuly 1am bcn,ol, 

'- PRODUCTION ROYAL TI : Subjcel IO lhc provlsiODI ror royahy reductlou ... - Ill~ {B)ollhlJ J*ql-.pb ~. vpoa ~ o(oil aodlor ..... I.be Lcacc l&l'CICI IO.,.,. 
Ot- lO bo peld IO the CcmmwlOIICI' ottbo Gccwnl Lmd Office Ill Austin. Ta., for dic 111e and bcndit o(lhc Stale o(Tcxas. durioa lhe lam bcR,of 

(A) OIL: ~ a royally Oii oil, which u defined as lottudln1 all h~ produced ID a Liquid form II I.be moulh or the well md abo all condcoMIC, dllfJ11.1.lc, and odla Liquid 
bydrocMbou l'CCIOYUCd from oD or ps IUD throuah a tqW'llor or other oqwpmcnt. u bcrcinaftcr pnMdcd. ~ iwt of the aroa producdoo 01 lbc mm'ocd value lhc:rcoC. • the opciOD of the Lc:ssor, 
IUdl Vlllue IO be ddcnnlllod by I) die hlahcJt polled price, plus ptanlmn, It-,, offered or peld (or cil, condcolMc, dooll1&c, or other Liquid byclrocatboni, ,....-uvdy, of• 1i1c.o 1ypo end anvil)' 
la Ibo ,-nl - wt,cn, produced end whal nm, or 2) r.bc bl~ llllfbt price rhcroot offered or paid la tho cc:a<nl - when produced and whal ND. or 3) Ille aroa proceeds of tho aa1e 
lhcrcol, wbkhcYcr i, lhc greater. Lcacc aarccs dial before any ps ptO(ilccd from the land bcreby lc:atcd Is told. mod or proc:a,cd lo a p1IIII, it will be ND Cne of COil ID Lessor dirouah III 
adcqul(c oil and ps ,cpn1or of coavcnuonal 1ypo or other cquipmClll It least u cffidClll lO the cad lhll all llquJd bydrocm1)om ra:ownblc from die ps by -.II mcam will be l'CQC1\la'CCL Upoa 
wriucn con,cnr or Lc:uor, r.bc rcqulnmmt !h.11 Juc:b ps bo IUD throuah Juc:b a tq)lral« or otbcr c,qulpmail may be walwd upon such 1«1DJ and cooditl0111 u puc:n'bocl by Lcaor. 

(8) NON-PROCESSED GAS: ~ a ,oyall)' oa any ps (lndudllla Oatal ps). wbldl Is defined u all bydrocnoru and p1COUJ ,ubllaoccs DOI clcliocd u Oll ill ,ubparappb (A) above, 
produced Crom any -.II on aid laod (cxccpc • provided herein wllh ra1)CCI 10 ps proceml ID a plaol (or die cittncdoo of plOllno, liquid byclioc:mbocu or otbcr producu) 115 J*1 or tbo grou 
productioa or the marled value d,cn,o(, • lhc o,,tlon of Ibo Lcslor, alCh value IO be ~ oa lhc hlahcst marlcu prioe paid or offered tor ps of comparable qualjty Ill Ille acocnl area wbcre 
prodocod llld wt.... nn. or lhc aroa price paid or otrcrccl IO Ille produ«r, wbkhcYcr Is pult:II' provided lhal Ibo nwdmum prmuro bate In IIICIJW'UII Ibo ps under dus lcuo contnct lhall DOI '1 
any time exceed 14.6$ pow:,dt pa-lQl*'O Inch ablolutc, IOd chc ltmldatd buc tcmpcnturc rlhall bo Ii~ (60) de~ Fahrcnhdt, CUTCCtion io be made for pressure aocordin110 Doyle's Law. and 
for apccl& aravity aocordina IO tae made by Ille Balanoc Method or by tho mOII approved llldhod oftcstlna bcina mod by tho IIIWS!r)' '1 rhe limo ofrcstlna. 



(Q PROC ED GAS: M a royalty on any ps proocucd I.ti a p,oline plant or Olha plant for lhc rocovay of p,ol,ne or Olha liquld l\ydroca,t>ons, l/S part of the residue ps and 
the llquld llydrocart,ons c:xtnclcd or lbe mmtcd value dlcrcof, at lhc opdoo of the Lcuor. All royalties due hcrdn &ball be based on one hundred pcrecnt ( I 00%) of lhc lOul plant production of 
raiCNC ps a1uibutable to gas procluccd from thiJ lease, and oo fil\y pcrccol (50%) or that pcrcc:ol accruing to Lessee, wbicbC"Cr" iJ the greater, of the toe.al plant produc:tloo of Uquld 
liydroc.,,n>oos attributable lO lhc gas procluccd &om thiJ kase; provided that If Uquld bydroc.vbocu arc ~ &om gas proceucd in a plant I.ti wbicb Lessee (or h, percnt, aubsldwy or 
affillale) Cl'WIU a11 i.tilcr'elt, tbca the pcrccotage applkable to llquld b~ lhall be fil\y pcrocnt (50%) or the highest pc:rccnl accrulna to a third party processina gu through aucb plant 
...ier- a prooessii)a ...-,ieot DCCo(iatcd a1 arm.I length (or If cbcn: iJ no audl third party, the highest pc:rccnt lbeo being specified in prooessii)g a,recmco11 or cootncu in the industry), 
wtuchcYCr b the greater. Tbc rcspoccivc royalties oo residue ps and oo liquld b~ ahall be dctcrmlncd by I) the highest marlcet price paid or ofTcrcd for uy gas (or liquld 
~) of comperablc quality I.ti the &cocnl WQ or 2) the IJ'OU price paid or offered for IUCb residue p.s (or the weighted •vcraac IJ'OU selling price for the f'CSl)CC(lvc p1ldcs of Uquld 
llyaocmbolu). wblchCYa" I, lhc s,uta. la DO CYall, however, lhall the royalties peyable under thiJ paragnpb be less Ihm lhc royalties which would have bcco due bad the gas noc been 
prooeaod. 

(0) OTIIER PRODUCTS: /.J a royalty oo carbon black. aulpbur or aay Olha producu produced or manufactured from ps (excepting hquld bydroc:arbona) whether said ps be 
•casiJlshead,• •dry' or any Olhcr ps. by fncdooatl.ti.&, bumina or any Olhcr proccssui,g, 115 part of p"Oa production of such producu, or lhc marltcc value thcrco(, at lhc option of Leuor, aucb 
mat1cd value to be determined u f ollow1r 

(I) Oo the buu oflhc highest man.cc price of cacb produc:t. dunna the ume month in which such produce I, produced, or 
(2) Oo lhc basiJ of lhc awn.gc IJ'OSI Ale price of cacb produce for lhc ame month I.ti wblcb such produc:u arc produced, wblcbcvcr iJ the srwcr 

('!) VARIABLE ROY AL TY: (l) Subject lO the ocbcr provision, o( thiJ lcuc, ii is bcrcby provided that in the CYalt produc:tlon I.ti pa)'lllg quan1111e1 iJ CSl&blasbed punuanl lO the 1cr1111 
ol llil.a lcac and alCb produc:tlon b broupl on line and Ales dlcrco( arc commeocc,d wilhul ""cocy.four (24) month, o( lhc cfTccdve dale hereof, the royal()' ..ic provided bcrdn shall be 
rcduccd IO 11.15• , and ahalJ apply 10 cacb subtcqum1 well drilled and produced on lhc land cownd by this lease. Provided th.al, If durins such ""coty·four (24) month 1cr111 during which 
Leaoc -.y Cil'1I a reduced royalty ntc of 11.75% u bcrdo proYidod. ~ abould ckill I.ti aood faith and complc:ce the 6nt wdJ u a dry bole oo lhc land oovcrcd by lhiJ lcuc, Lcascc may 
roccivc a throe (J) monlb CX1ma1m of the ICl1JI la wbidi to es11 a rccluccd royalty nllc by sivlna DOlicc 10 lhc Commlmonc:r of lhc Gc:O<nl Land Office, commcnc:l.ng drllli.ng opcntlon, oo an 
additional wdl prior 10 the cxpiretloa of IUCb throe (J) moolh period and proeec:uli,ia diligc,itly and in aood faith lbc drillin1 of such additional well and ooo,plctlng aame ao !hat production in 
~g qlWltilla b established and ao lhal such produc:tioa iJ brought oo lmc and Ales dlcrcof arc oommcoccd prior 10 lhc cxpirauoo of such lhrcc ()) month cxtcnsioo period. 

('u) ID lhc cvall produQion lo peyi.tia quanlidcs b cst•bliabcd punuaat 10 lbc lcmU of this lcuc and IUCb produc:tioo i, broup1 oo lioc and ules lheR,o( arc oommeocc,d at\a lbe 
aplntioa oftwmty-Cour (lA) mondu Crom die cfTccdYC dale bcnoCbul prior.to !lac cxplntioa of fony-dgbl (41) moolh, Crom !lac effective dale bcn,o{, !lac royalty ..ic provided bcrdn ahaJJ be 
~ IO i,.375• and ahaJJ IIPPlY IO each mbMqucnl wdl drilled and produced oo the Land cown,d by lhiJ lease. Provided th.al, if during such twmty·four (24) moath tam durUlg wblcb 
uucc -.y es11 a reduced royalty f1llc of 1'.375% u bcrciD proYidod. Lessee sbould drill lo aood fa.ith and complc:ce the lint wdl u a dry bole on the land oovcrcd by this lease, Lessee may 
roccivc a throe (J) moatb cxtcnsion of lhc ICl1JI I.ti whidl to es11 a reduced royalty n11c by clvina notice to lhc C-omminioac:r of lhc Gcocnl umd Office, commcnc:l.na clrilliq opcntlon, on an 
addidoa.al wdl prior IO lhc cxplntioa of such throe (3) moalh period and ~ dillgeotly and ill aood faith lhc clrilliq of such addltiooal well and complctlng same ao tlw production in 
~ qumtities i. CIUl>lbbcd and ao dUlt IUCb produaion b broupl on tJnc and ulcs tbc:rco( aR commcoccd prior 10 the cq>in,lioa or such lhrcc (J) mooth CXICnSlon period. 

(P) NO DEDOCTIO • uucc ASl'CCI lhll aU royaldes KCNiq io Lessor unda- lhis lease shall be without dcduc:tion for the cost of producing, lranSpOrtin.&, and otherwise m.aJdna the 
ail, pa md ocbc:r p,>dueu produced bcmmdcr ready for ale or Ille. 

(C) ROY AL TV IN KIND: Nocwidubncl,.q myd,lq _.talnc,d herd.a to lbc cootnry, 1-may, al ii, opuoo. upoa DOI lea dun 60 d.lyw DOClce to 1-, rcqwn, at my time or Crom 
lime to time !hit ~ of all or Ill)' royalties ICa\WII IO Lcuor midcr tb!J leue be mde in lciad without dcductioD for lbe CCl'l of produdns, ptbcriq, atorio.g, lq)lr1tin&, lrCatin&. 
dcbydndq, comprcalq. proccuin1, lnDSpOn.iq and otbcrwi,c makiDg lbc oil, p1 and ocher produc:u produced bcmmdcr rc8dy for ale or 111e.. Lcsaor's rlghl 10 lako 111 royall)' in kind 
llbalJ - dimlnbb or 11C1JU 1-'• right, or uucc'a obllpsion&, wbdhcr- cxpreu or lm.pllod. Wider lhiJ lease. 

(H) PLANT FU&L AND RECYCLED GAS: No royal.ty ahall be pcyable oo aey p1 u may rcpn::aeol thiJ lcac'a proportioaale tlure of ,ey fuel uJCd 10 proccu p1 produced 
~ ID my proc:culni punt. NOIWiduandiq ,oy(blna OOlllalncd bc:rda to !he coauwy, and subjec( to lbc COlllClll in wrhins of lbc Commluloocr of the Oaw:nl umd Office, Lcuee 
in-,. recydc p1 for p1 Lil\ purpolCI on !he Leucd prmwcs after the liquld llydroc:arbocu ooatainccl In the ps have bcca =><Md, and oo royalties ahaJJ be pcyable on the ps ao recycled llll1iJ 
tuda time u the AmC may lbcrea.t\cr- be produced and aold or uJCd by ~ ID such mmncr as 10 entitle LaJor .to a royalty lbcreoo under lhc royalty provision, of lhI, lease. 

(I) MINlMUM ROY ALTY: Durina • Y ye. al\c:r !lac cq,indoo oflbc primary term oflhiJ lease, iflhiJ lease b malni.lncd by produc:tioo., lhc royalties paid lO Lessor- in DO evmt ahaJJ 
be lc:al Cblll • amount equal IO the lOul 11111ual dclq rmtal bcrciD provided; odlc:rwbc., lbcrc ahaJJ be due and psyablc on or bcfon: the last ~ or lbc month suocccdlng lhc anniYCl'AC)' dale of 
Ibis lc:uo a ,um equal 10 lbc IOul .mual rm.ta! less the amouzu of royal Iles paid duriq the proccdlng .,_. 

(J) MARGINAL PRODUCTION ROYALTY: Upon Lcacda wriUCD appljaodoo., the School Land Bowd may reduce lhc royalty ra1e ad out in thiJ pel'srapb and/or the minimwn 
royalty ace out In lllbpencrlpb 4 (I) IO CXlc:od the CCOll(lllUC life oC lhiJ lcac and cnoouragc ~ of oil or p, tb81 augbl ocberwi,c remain lllll'CCOYCl'Od AJJ.y such royalty reduction must 
coalorm to the roqwrcmc:cu, ot Ill)' Scbool l.-1 Bowel lodmJn1JlntlYC rules on tbJ.s mbjoc,L Royall)' may not be roduccd below the applicable IWUIOI)' minimum. 

S. ROYALTY PAYMENJ'S AND REPORTS: All royallics DOI llkclll i.ti kind ahaJJ be paid lO !ho Commwiooc:roflhe Ococnl Land Office ll Au.Jun, Tc:xu, I.ti lhc followina manocr. 
,.,...._ of royalty oo produc:tioa ol oil and pa lhall be u providod lo Ibo rules ace Cordi ID Ibo Tc,.;u Reper. Rules ClllTClltly provide lb8' royalty oo oil IJ due aod mu.I( be roccivcd In the 

Ococnl Lmd Office oa or bdorc die $1h ~ o{ the ~ moath suocecdilla die monlb of produc:tioa, and royalty on p1 b due aod mil.II be rcodvcd in lbc OcncnJ Land Office oo or bdon: 
dlO I $di ~ ot die ~ IDOOlh suocecdilla lbc moolh of productloa. eccompenlod by the affidavit ol lbc owner, mmagc:r or ocbcr autboriud agent, complded I.ti lhc form and mmncr 
prcecribod by cbc OcocnJ 1.-1 Office and ahowina !be l"OA - and ditpo,lillon o( all o(I and pa pn>duocd and lhc mark:d value of lhc oil and ps. to&etbcr with a copy o( all docum.c:ou, 
rooordl or rq,orts oonlirmlng the IJ'OU productioo., disposition aod maricd value lncludlng p, mdc:r readings, plpc.tillc rcodpts, ps line roccipu and Olhcr cl>CCb or mcmormda of MDOWII 
produced and put into plpdiocs. tanks, or pool, aod ps llDcs or p, ltOBCC, aod aQY olbc:r rq,orts or ,-,,di which the OcncnJ umd Office m.ay require 10 verify the gross productloo., 
diJpolitioo and mance( value. la aU cuc:a the euthority of a mmagc:r or ageol to act for lhc Lcsscc bcrdn must be filed in the Ocncral Land Office. E,,ch royalty ~col lhaU be eccompcied 
by a dooclc atub, acbodu.le, Nlll11JIY or ocbc:r remittance advice abowlns by lbc wlsm,d Ococnl Land Office lcuc number lhc amOWII of royalty being paid oo cacb lease. If Lcsscc PIIYI bl, 
royalty on or bcfon: thirty ()0) day, after the royalty pcymcot wu clue, tbca Lcsscc owes a pc:nalty of$% on the royalty or S25.00, wblcbcvcr b grcatcr. A royalty l)IYlllcnl which Is over thirty 
()0) day, i. aball tCCNC a pc:nalty ofl0% oflhc royall)' due or ru.oo whlcbcYcr b puta. la addilloa to a pc:nalty, royalties ahaJJ tCCNC lnlcrClt a1 a n11c or 12% per ycu; such ln1c:rcst will 
bccio KCNlq wbai lhc royall)' b sixty (60) d.lyw overdue. Affidavill and supportlna docwnco.11 which n not filed wbc:o due ahalJ Incur a pc:nalty I.ti an amOWl.t ad by the Ococnl !..mid 
Offioo admloJJUMlvc nalo whlcb b clfcctlve oo the dlle wbc:o the affidavil.l or supporting docwncoll WU'C due. The Lcsscc lhalJ bear aU responsibility (or peylna or c:ausin& royalties IO be 
paid u pcaa,'bcd by lhc duc dM.o providod bcrdA. Paymeol oClhc dclioqucncy pcmlty lhaU in DO w.y opcnlC lO prolu'bil lhc Slalc'a right of (orfcltw-o u provided by law nor act 10 postpone 
lbc dM.o on wblcb royaldcs WU'C orlpnally due.. 1bc above pcmlty provisions ahaJJ noc apply lo c:ascs ot title dupute u to lhc Slalc'a portion o( lhc royalty or .to that portloo of lhe royalty I.ti 
diapulD u 10 !.air matbl value. 

6. (A) RF.SER vtS, COl'ITRACTS AND 011CER RECORDS: Lcsscc ahalJ annually (wubb the Commbslona of tbc Ococnl Land Office wllb 111 best poss1'ble c:stimal.c of oil aod p.s 
rcacrvca tmdcrlyiq lhiJ 1cuc or allocable 10 lhiJ 1cac and ahalJ furoiJb uld Commluloocr with copiea of aU cooll¥tJ unda- which ps b sold or proccucd and aU sublcqueot ...-,ieo11 and 
amaidmceu to such ooall¥tJ with.in thirty ()0) day, a&f ~I ialO or mald.ng aucb COlllnlCtl, apcmcoll or amcndmeoll. Such cootncu and agrocmcoll wbc:o rcodved by the OcocnJ 
Lmd Office ahalJ be bdd lo oonlldeooo by !be OcocnJ 1..-d Officc llll1eaa ochcrwlJc aulhorlzcd by Leuoc. All ocbcr COOlnCtl and ,-,,di pcrtalolq IO the produc:tioo, tnruportatloo., Ale and 
-.bdq rL the oil and p, produced oo wd prcmiJC&, lncludlna die boob and accoualJ, roccipu .ad diacbqes ol aU wdls, ww, poolJ. mc:tcn, aod plpdiAcs &ball at aU times be subject .to 
lupc,cxloa and cumlnadoa by the Commluloocr of the Ococnl umd Office, !he Attomcy Ococnl, lhc Oovanor, or lbc rcprc:scn.tative o( any of them. 
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(B) DRJ LLINC RECORD : Wriam IIOCicc ol aU opcnaiocu oo ebb kuc ahalJ be IUbmlucd to tbc Commlssl.oacr of lhe GcocnJ l.aod Ofiloc by Lcuec or opcn1or five (S) days bcfcn 
lplOd dale, woci:!Mr, re,.cnuy, tcmporwy ebeodoamoil or plug and obendonmeo1 o( aay wdJ or wd1s Such wnUcO nodce to lhe GcocnJ l.aod Office ahalJ mcllldc copes of R.a!lrot,d 
Comm.laioo fonm for ll)l)IJadoo to drill. Copies o( wcll lall, oomplc:tloa rq>OrU IOd pluggiq rq>OrU ahalJ be suppllcd to lhe GcocnJ 1...-1 Office II the time Ibey arc flied with tbc Tcxu 
a.iltoed Commlaloa. Lcucc &ball supply die Ocncn1 Lind Office with 1111y rcconl.s. mcmonnda, 80C0Wlta, rcpcwu. c:uulnp and c,on:s. or other l.ntomudoo rdadvc to tbc opcnlioa or tbc 
~ bed prcml-. wblch may be rcqucstcd by tbc Gcncra1 Land Office. In addidoo to tho.c berdn cxpcusly providod for. Lcacc shall haw 1111 clcelrical and/or ~vley survey 
oudc on the boro-bolc ICICtloa. from tbc bese of die ,ur!aec QJUI& to lhe toul dq,ch o( well, of aU wd1s drilled on tbc above dc9cribcd premises aod &ball tralUIDh • INC copy of tbc log or cach 
..-w:y oo cach well to the 0cocnJ 1...-1 Office within fi1\ccn (IS) days after the maldiia of aald ~ 

(C) PENAL Tl ES: L.csscc ahalJ incur • paw!)' whenever rcpcwu. doc:umc:nll or otba matcnalJ arc DOt flied la tbc GcocnJ Lind Omce wbc:n due. The pc:nalty for lak fillaa ahalJ be Kl 
11,y tbc GcocnJ Land O{Uoc admlniJtrmivc n&lc wtudi Is dfoouvc oo &be date wbca tbc matcnalJ were due In tbc Gcncnl Lind Ofilcc 

7. RETAINED ACREAGE: Notwilb.slllndlq IDY provlJ.loo of cbb lease to the ooauvy, after a wdl producing or QPAl>lc of produdna oU or ps b.as bccll COlllplded oo lhc lcucd 
premucs. Lcucc &ball c:xcrclJc lhc diligence o< • rcuooably pn;dcot opcntor In drilling IUCb addldoaal wdl or wd1s u may be l'CUOft.lbly nccasary for the proper dc:vdopmcnt of the leased 
prcmlscs and In matlccuna the productioo thcr-. 

(A) VERTICAL: la lhc evait this lcuc ls lo force and effect two (l) )'cm1 after tbc c:iq,lndoo date of the primary or cxlCOdod tcnn lt &ball tbcn tcnnilUlc u to all of the leased prcmlJCI, 
EXCEPT (1) 40 aa"CS IWTOlllldlng each oU wcU c:.peble or procludilg ill peyma quanddes and 320 aa"CS IWTOWMWll each ps wdJ capable of produciila In payloa quantities (mclllCWll • llhlll· 
i. oil or ps wdJ as providod lo PwagRpb 11 bcrcof), or • wdl upon •-bicb Lcacc Is tbcn cn&a&cd In ooatinuous drill1111 or rcworlcina opcntions. or (l) the ownbcr of ICr'CI mcludcd in a 
prodoclo& pooled wut pursuant to Natun.l R.csourccs Code Scctiom Sl. lSl·Sl.153, or()) IUCb pula" or lcaa aumbcr of ICr'CI u in-,, thco be allocaud for production purpoJa to a pnndoo 
_. for each IUCb produc:iq well tllldcr tbc n&lcs aod rcgulatloos of &be Railroed Commwioa of Texas. or any IUCCCUOr agency, or olha- gOVC111111mW autbon!)' bavina jurudictJoo Witbla 
,0 _,.. o( a !*tiaJ 1a11tin.ltioa o( dw kue la IICOCln1anoc with this ~ and upoe peymc:at ol the mlnimwn filing foe Kl by GcocnJ LIOd Office n&lca 111 dfcct at the time o( lhc 
,-u.i ICnllin.ldoll, LCSIOC &ball haYC the right to obc.ala a surface lcue (or IAarca and caress 00 me! acroa Ibo tcnnbwc,d portloo o( Ibo 1caJOC1 prcmlJCs U may be rcuoa.ably DCCCISS)' for the 
CIOilll.-l opcnlion o{ tbc portloas o{ tbc leak ~ la fOR>C IOd dfcd.. If Lcuoc fall.s 10 -i>PIY (Of' a -<- lcue wllhlo the 90 day period spcc:fficd above, Lcuoc may apply for a 
...CIIOC lcuc from the LIOd Officic, but the Lmd Commluioocr b.as die diJQ-cllon IO grant or deny IIUCb application end to Id the foe for IUCb -r- lease. 

(B) UORlZONT AL: lo the eYall this lcuc Is In fOR>C end dfcct two (l) ~ all.er die aplntloo date of die primary or cx1aldod term It shall f'w1hcr tcrmliwc u IO all depchs below 
100 feet below tbc IOul 6cpch drilled (bcmnaftcr 0 dccper dq,chs1 In each wdJ locacd oo aauge rculncd la Pwagrlpb 7 (A) above, unlw oo or bcf«c two (l) Ycm1 an« tbc primaty or 

• CXlmdod 1a111 r.- .,.,-. .., miouat oqual to c,oo.ha1f (l/2) ol the boaua oricinallY paid u OOlllidcndoa for cbb kue (u tpedfied on pqe I bcn,of). If suc:b lfflOUDI Is paid. this lease dial1 
be In force and dfcct u to IUCb dcq)cl- dqlchl. md aald la1lllnldoa lhall be dcl.,.-od for 111 .dditlooal period o( two (l) r-s aod '° Iona tbcrca!\cr u oil or ps Is produced lo peyina qumtilica 
&om ,ucb dcq)cl- dq,chs oovcn,d by ebb lease. 

(C) IDE.N11F1CA TION AND FILING: The IUff.-aaugc rctalocd bcmmdcr u to each wdl &ball, u acarty u pncdcaJ. be in the form of a square with the wdl loc:au,d In the ocolcr 
~ or .ICh odicr ablpC u m~ be ~ by tbc School LIOd Board. Witbla ~ (30) .,.. after partlal tcnninatloll. o( this kuc u providod bcmll, Lcucc ahalJ CXCCUIC and record • 
iaeac or~ ClODlUJWII • ACisf'ac:c.ory lepl dcaaiplioo ol tbc aauge oad/or dq,chs DOt rculncd bcmmdcr. The rccordod rclcuc, or • ocrtified oopy of &ame, lbalJ be ftl.ed la tbc Gcncra1 
1..-d Office, -,peaiod by tbe fillq foe pracn"bod by the Ococral LIOd Office nilca lo dfca oo the dato lhc release la lilod. lfLc:ucc falls or rcfllSCll to acc:utc and record such release or 
,._ ...... lliaecy (90) .,.. llfta- bciq roqaau,d 10 do 10 by the 0mcnJ LIOd Office, tbc:n the Ccmmlsslollcr Ill bu aolc diJcrcdoo IU)' cblp.ll.c by w,iua, UIJttlllDCOl the acrcarc IIIIIJ/or 
.,.._ to be rclcaod i.cr-dcr" and rccord .ICh lnJcrumeo1 Ill Lcuoc'a cx:pc:a.ac io the ODWll)' or counties wbc:rc the lease Is loclllCd IOd in Ibo official ..-'C1s ol the Gcocnl Lind Olf1CC llld 
-* dcwl.,... lhall be w.&.na 9')00 Lcucc for all purpcllCI.. If Ill my time after the dfoctiw du ol tbc partlal la'lll!.alllJon provblon, baooC, the ll)l)IJcablc field rules arc chlqod or tbc 
wd1 or ..a, loclllCd ~ n roclaalficd '° Iba lea acrcarc Is Cbcreal\cr .UOCIIICCI IO Aid wd1 or wdlJ for productioo purpo1CS. cbb lease ahalJ dicmlpoo tcrminlle u to aU acrcarc 110t • 

~ llloc:ated to Aid wdl or wdls for prodllGtion parpo,,ca.. 

L OP'PSZT WELLS: If ol1 fftd/or ps should be produced la oommcn:lal quantities from • wcll loc:acd oa land priY91dy owned or on Stllo laod lcucd at a lc:ssct royal!)', which wdJ la 
wtdila - ~ (1,000) feet ol tbe .-ea IDdudod bcrda. or wblcb well ls dral.a.ioe Ibo area OOVCRd by this lcuc, tbc Lcaco shall, within ~ (60) d.Q-1 after IIICh initial producdon !rom 
........... well or Ibo wdl locmod ..tdwa - tboa-s (1 ,000) fcd from Ibo ...... CO¥<lrOd by tbla lcuc bqb, In eood (aid, me!~ dillprtly tbe drll.lni ol 1111 omct wcU oa tbe .-ca 
-...i 1,y 6ia --.. -i _.. on- wd1 lhall be drilled '° mda clepdi .. ,uy be IICCClllrY to pr'CWllf tbc mdl.lc chlup ol Cbc .-ea OOYa-cd by dil.a lcuc, IOd the Leucc, manacer or driller 
.... - ... - _,. ID I aood &kb dlort IO ..ice .ICh on- wdl prodllcc oil fftd/or ... lo CCIIDIDCl'dal qumtitlca. Oa.ly upOII Che ddcrmloadoo o( Ibo Com.mlulaocr llld widi w. 
~ ~ &II)' dlo ~ o{ a _..pcaatory royalty aatis(y Ibo oblipdoo 10 drill IG offid wdl or wclla roquin,d Ulldcr ebb Pwqnipb. 

, . DRY oo~nON OF PRODUCTION DURING PIUMARY TERM: IC, duriq tbc primaty tcnn berc,o( llld prior to diacowty IOd produc:tioo o( oil or ps Oii Ald 1-1, 
r.- lboald 4"ill a dry bole or bolCI lbcn,cn, or If duriq Cbc primary ICnD berc,o( IOd after lbc diacowty IOd ac:waJ produc.tloo ol ol1 or ps from tbc lcucd prcmlscl IIUcb prodt.,c:tlon tbcn,o( 

~ - tum my -. tliil ICIIIO ..U IIOt lcr1IUUIC If OD or bcf«c tbo c:iq,lndoo of IDCty (60) days from date o( COlllplc:tloa ol Ille! dcy bole or -ion o( producdon 1-oom- adcidoul ltil1lq or ,-1dq opcndou .__, or peys or liC:Oder'I tbo KX1 IMUal delay rental lo tbo -e ..uicr u providod lo thiJ leuc. IC, duriila &be l.ut yu,; ol tbc 
primary am or wkbla mcty (60) ct.y, prior lbcrdo. • dcy liolc be oompld.od lllld abmldoacd. or tho produc:tioo ol oU or ps lhould ocuc for IQ)' cause, Lcaoc'a rlghu llh.a1l remain lo fu.11 fOR>C 
md c:flca wklooal fwfbcr opcndou ail doc mq,lndoe of lbe primary krm; IOd It 1..- kat IIOt l'Cllllllcd productioo la ~ quantitica at lbc aplntloo of tbc primary term, Lcucc ,uy 
....ia tliil..., by oonducd111 iad&dcu ddlllaa or -1do& opcndom punuan1 '° Pwagrlpb 10. uina tbc c:xplnooa cl lbc primary 1a111 u the datc ol ~oo of produc.tloo mxlc:r 
......,... 10. Should doc 6nt ....a or 1113' •ibeoq,w# wdl ttilled oo doc aboYe dc9cribcd t...d be ooatpldcd • a ahUl-la oil or ps wdl wi1hba tbc pcimsy krm licrcc( Lcuec ,uy rc,ume 
~ o( lie -.i ....i i. tic - --• prowled bcn:ia om or bcf«c t1,c l'Cllltll peyina dllD followbla die cxplndoo ol mcty (60) days from Cho datc ol oompletioD ol-*1 ahut-aa oil 
.-.. wdl md .-die &lhn to mm l9Cia peymc,a1.. di.la ICIIIO .....i is- &ao la"lll.loatc. U at lbc c:iq,lndoo ol Che prim.sy ...,.. or •Y time tbc:Ral\cr a lbut-aa oil or ps wdl la located on 
.. '-d ...-1-~ &111 be made • IICCOrdmoc with tbc IIIU14 provblon, bcrcoC. 

It. CUSATION, DRJU.INC, AND UWOIUCINC: I( a&r tbc cqiirMl<m ol tho primary term. produc:tion ol oil« ps &om tbc leAlcd prcmJ,ca. all.er 0000 obcllnod. lhou1d ocue 
6- --, -. fa!. ICIIIO ..U .oc ICnlWlallO It i.- - addldoul drilliq or ,-1dq opcntlou ..tdwa ~ (60) days all« IUCb ocuallon. and thiJ leuo ahalJ remain lo full 
boa -S .«ecc for ao Iona • -* opcndcma coadmo la aood falill and ID worbnanlike m- wllboul latcmiipdou toOllfll IIIOl'O than RJC1Y (60) 4-ys. If -*1 ck{J1Jq or rewoi1daa 
cipcndcm -it i. lbc producdo9 o( oil or pa. Ibo lcuc lhall rcmabi la fuJI force IOd dfcct for IO loll& u oil or pa la produced from the lcaJOCI prc,m!Ja la peyina qu.llltltles or p.ymc:at ol 
..... oil or .. wdl rvyaltia or~ oloompm•,cory royaltla la made u providod l,,crcia or u providod by law. lfthedrilliq orrcworlciq opcntiOOJ result In lbc oompk:doo of a wdl 
• a l,y ~ tbc ICIIIO will aot ler:llllute If lbe 1.-oommcncca additiooal drilliq or rcwoddna opcndona wlfhiA ~ (60) days al'la the oomplcdoo of tbc wdl u a dry bole, IOd chis lcuc 
.... ,_.. ID dfoci ao loll& .. 1-ooadnuc:a drll.lni or rcwo,1dna opcndocu lo aood faldi IOd la • WOf1an.lllfil;c ...-without lolCrTlqldou totalJna m«c Ihm ~ (60) 4-ys. Lcaoc 
..U glw wrillm aocioc 10 tbe Omc:nl LIOd Office wldwl ~ (30) days o( 111y ocsaadoa of produc,tlon. 

11. SH\fl'·IN ROYALTIES: For purpoaca oldi.ls ~ •wc11• mcau IQ)' wdl lhat lw boco uelgncd a -u number by &be- &&ency bavlqjurlldlcdoo over die producdon or oil 
IOd ps. Ii Ill 1113' time a&r tbe c:xplndoa o( ibc primary lcnl o/ a lcuc d>at. ...cil bclq lh.111 la. wu bdna maln.talncd la (oiw IOd dfcct., a wdl Cll)lble ol produdna oil or ps la peyina 
ql&Mdtla la located oo die leacd prcmlJes. IM oil or ps la aot bdnc produced for Lacie ol sultal>lc productioo faclUdes or lack ol a sultal>lc mmkd, tbCII Leuec m-r .-,. u a &hue-la oil or pa 
royal!)' .., miouac equal to doable tbc mml&II rmtal provldod In lhe lcuc, bul IIOt leu dun S 1,200 • yu,; for cacb wdJ Cll)lblc o( produdna oil or ps la ~ q111otidca.. To be dfcdlvc, 
adl lekial ebal4 oil or pa royalty mlllt be .,.id oa or bc:forc: (I) lbc c:xplntJoo of the primary ICll1ll. (l) 60 days all« the Lcucc ocuca to produce oil « ps from Iba lcaJOCI prcmlJes. Of' (3) 
60 _,.. a&r 1.- ClOlllplclc9 a ~ or rcwmlfll opcndoa la eccor-danco wllh lbc lcuc provblon,; wblcbcvcr dllC Is latea. If the ehut-e oil or ps royal!)' Is paid. tbc lcuc ebajl be 
~ IO be I produclq leaN md die ~ shall CXlclld lbc IICnD. o( die lcue for • period of- yu,; from the end ol tbc primary term, or from tbc llnt ~ ol tho mooda followlq Ibo 
moadi • ..t.kta produccioa ocaod, -1. all« ..... I( ao adtablc productioo fadlltla or sultablo mabt for Che oil or ps ahta, 1-in-,, CXlclld tbc lcue for four more IIUCOCUlve periods ol 
- (1) ,_-by ~ lbc- lmOUDI adl r- oa or bcfcn Ibo cxplndoo ol cad! lhut-e year. 

11. COMPENSATORY ROYALTIES: IC, dur\na tbe period d>e lcue la lcq,c lo dfcct by p11y111cn1 oflhc ab111-ui oil or ps royalcy, oil or pe la aold and dcJJvcrcd In paying QIWltidca 
&om a .,..,ti ~ wltblo ooc diou.smd (1 ,000) fed o{ the lcucd pn:mbca and complclcd lo lhc ume produclng reservoir. or In •Y c:uc In which drain.q-c Is oocwrlnt. the right to ooatlnue to 
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aaaula tbc lcuc by paylq lbe mut-in oO or p1 royal1Y tlwJ ocuc, but lbc kue thall l'CUWII «rocc,ve for the rmwada- of cbc yar for which cbc royal1Y b.u bcc:o pa,d. lbc I.a.sec may 
.-- tbc lcax for four more IUCCallve ycan by Le:acc paylq compm11cory royal1Y • the royal1Y me provided In the lease of cbc marled value of pcoducdoa from the wdl causing the 
~ or wbldi Is complc«d la lbc aamc produc:i.na rcaavolr a.od withln one cbousaod (1,000) feet of the leased premises. The compc:nwory royalty Is IO be p.ld moolhly IO the 
O.mlaioocr bcginoln& oo or before tho lut clay of the mooth following the mooth In which th.e oO or p1 Is produced from the -u c:auslna the cnJnaae or that Is complc«d In the aame 
procb:ina rc:scrvolr md located withln one thousand (1,000) fec1 of the le.ucd pcunlJcs; lfth.e compcnsacory royalty p.ld In any 12-mooth period Is In ao amOW1t lcss tlwi the annual abut-in 
oil « p1 royal1Y, Le:acc lhall pay III IIIIOWlt equal IO the cliffcrcoce within dility (JO) ~ from the end of the 12-moolh period; and nooc of these provisiocu will relieve 1- of lhe 
~ of l'CIJODll>lc dcvdopmCllt DO( lhc obligation IO drill offlc:( wclb u provided in N.R.C. Soclloo S2.03~; bowcwr, 11 the dctcnnlswloo of the Commissioner, a.od with the 
Commlsaoocr'1 writtc:o llpl)rOV'II. the paymc:ot of oompc:osatory royalties &ball utisfy lhc oblipboo IO drill oluct wells Compc:nwory royalty payment, which arc DO( timdy pald will ICallC 

pcul1Y a.od inLc:R:St in .coordlocc with Plll'llppb 5 o{ this lcuc. 

ll. EXTENSIONS: lC, al the c,qxnt,oa ol the pnmary ICnD of this lease,, produ<,doo o{ oil or gu b.u DOI bcc:o oblaillcd oo the le.ucd prcmlsca but dnllmg opc:nllOCII arc bcmg cooductcd 
lbercm In eood faith a.od in a eood a.od worbnmilike manner, Lcucc 111~. oo or before the cxp,ratloo of lhc primary term, file In the Gcncnl Land Office wriuc:o applicatloo to the 
Commlaioocr of the Gcncnl Land Office for • thirty (30) clay cxtmsioo of thi1 lcue, accompanied by ~cot of Three Tbowand Doll an (SJ,000.00) if this lease coven dx hundrod fo,ty 
(640) acres or less a.od Six 1bowand Oollan ($6,000.00) if thiJ lease covcn more than dx hundred fo,ty (6-40) acres and the Commluloncr ahall, in writing, extend this lease for a thirty (JO) 
clay period from a.od &l\cr the cxpln.tioo of the primary term a.od ao long tbaufter u oil or cu Is produc:cd In paying quantities: provided further, that Lcsscc m~. ao Iona u iucb drill Ing 
opcnuoos arc being cooductcd nuke lib appllcatloo a.od payment during any thirty (JO) clay extended period for an additional cxtaulon of lhirty (JO) days and, upoo receipt of such 
-w[icadoa and payment, tho Commluloocr &ball, In writing. aplJI CXlcnd this lease ao that aame ahall remain In force f« IUCb ldditiooal thirty (30) clay period and 10 long tbcrcallcr u oil or 
pa b producccl In paying quaotibcs, ~ li<rwcva-, thal lhiJ lc:asc lh&ll DOI be CXlcodccl for more than • tow of three hundred n111e1y (390) days !rom and after the cxpiracioo of lhc 
primary 1a111 unleu produ<,doo In ~I qwmuucs b.u been obcalned 

14.. USE OF WATER. SURPACl':: Lessee lh&ll have tho nabt 10 UJC water produc:cd oo aid land necessary for opcr111ons bcrcundcr and solely upoo lhc lcuccl premises; provided, 
liownocr, Le:acc tlwJ DOI uc pobblc wmcr or Waler suitable for UvalOQ. or lrriptloo put1)0SCI for water flood opcntlons withouc cbc prior wnuca COOICnt of l..cuor. Subject IO ill obligation 
IO ~ uf.lcc clamqc:a, Leacc ahal.l have lhc riclit IO UJC IO moc:b of tbo aurfacc of the land that may be reasonably IICCCISUY for drilling and opcntlna wcllJ and tranJporting a.od matlcctin& 
die produ<,doo lbcrc{tom, IUc:b UJC to be oooduc:cccl under coad.itiocu o( lust 11\)u,y lo the surface of the land. Lessee ahalJ pay surface damages In an amOW1t tct by lhc Gcncnl Land Office 
foe adlodulc which is cffcc:tlve on the elate wbai lhe activi1Y roquirlng the payment of aurfaoc damagca OClCW'II. 

15. POLLlTTION: Ill dc\ldopiq lhiJ area, Lcuoo t1wJ UJC lhc biabest degree of care a.od all proper Afcguards to prevent pollution Wilhout limiting lhc forcgoina, pollution of~ 
-1anda, lllll.nl ftlcrWl)'I. riwn ud lmpoundod waicr tlwJ be prcvcntcd by the uc o< ooot.ainmcot fac:ihtics IUffidcnt IO pm'a!l ,pillage, sccpagc « ground water coownlswloo. In the 
eYcnt of pollutioa, Lcsscc tlwJ uc t.11 mcans u lu dlJpOAI to ~ t.11 -=aped llydrocabons or other pollutant a.od tlwJ be rcspmw'ble for t.11 dama,c IO public a.od private propcttlcs.. 

(A) UPLANDS: Lcucc lhall build a.od malntain fcnca lll'OUDd itl allllh, ,ump, and dnln&ge pit, a.od Wik batteries IO u to prolCC( II~ aplnJt loa, clamqe « 11\)ury; and upoo 
oompldioo « abmdoomCIII of my wdl « wdu, Lcuoo ahal.l fill a.od level t.11 alllSb plt1 aod ccllan and compleldy clean up lhe drlUlna site of t.11 rubbilb thcrcoo. 

(B) SUBMERGED LANDS: No dudwgc o( aolid waste« prba&c ahal.l be t.llowcd Into State watcr1 from any drillina « support vuscls, production plllform, crew« supply boat, 
barre, jad.~ ria or ocher cqulpmau locatccl oo tho leased area. Solld wutc ahall lodudc but tlwJ DOI be limlted IO cootalncra, equipment, rubblJh, plastic, glus, and any other auo-m.ade 
~ ila!U. A alp mUJt be dupbyod la a bicli traffic area oo all -11 a.od mmnod platform, awlna, "OiJc:hqc of any aolid WUIC or prbqc lnlO St:atc Ww:n from vcucls 
« putf«m1 Is ICricdy prohibited and may subject• State ofTcxu leuc to forfdnn. • Soc:b stalc:IDCllt tlwJ be in lctlcrlna of at lcasl t • In 11.z.c. 

(Q RIVERS: To Cbic CX1.C11t--,, to preYmt pollutioa, lbe provulou found la subtoctiooJ (a) aod (b) o(thiJ parqrapb ahal.l a1Jo apply 10 riVU'I a.od riva1>c:ds. 

(D) PENAL TV: Failure IO oomp(y with the ~Clltl of lhiJ provldoo may result la the maximum pcoal1Y allowed by law includina forfeiture o( the lease. Lcsscc dl&lJ be liable f« 
Ibo dom.a,a causod by auch failure a.od any - aod apcmcs 1noam,c1 bi dcaolna arcu a11'cctcd by the clachm'ged waste. 

1'- IDENI1FJCA TION MARKERS: Lc:ucc tlwJ crcQ, • a dislaDoc ooc to cxccod twal(y.five (2S) fcct from each well oo the premises oovc:rcd by lhiJ 1cue, a lcg11>le sign oo whlcb 
..n bo -.od tbc oamc of cbc opc,n,IOr, lbc lcuc dcaignatioo a.od tho wclJ llumbcr. Where two or more wd1J oo the Ame lease or wbcrc wdlJ oo two« ll1llR lcucs arc COIIIICICtod to lbe Ame 
... blaay, wbc:d,a- by Individual flow lino cormccdoo, dircc:c to tho tank« IIIW « by UC of. mwliplc bcaclcr ~ each lino bdwcco c:ach wc1I and auch tank« bcaclcr ahalJ be lcgll>ly 
ldmd.tiod It t.11 timc:a, either by a finley ll!lx.bcd taa « pulO « ao ldcotilbcloo properly p.lnted oo aucb lino al a dimocc DO( 10 c:xcood three (3) feet from such IIIDk « bcadc:r COODOC:doo.. 
Said liau, tap, pl.Ila « o(bcr ldcauifiadioa aurt:cn shall be cnalalaln.cd In a lc11'blo cooditioo throuabout the term of lhiJ lcue. 

17. ASSIGNMENTS: The lcax may be lrmlfcncd It lG)' tlm All lnnlfcn mUll rdcrcncc the lease by the file number a.od must be rcconlcd In the cowey wbcrc the area Is locatccl, a.od 
Ibo ,-doc! tnmfor or a copy ocnified IO by the COUil()' Ocrlc of tho OOUll(y wbcrc the tnmfer Is rcconlcd must be filed In tbc Gcncnl Land Office within niDcfy (90) ~ of tho c:xocvtioo 
dMc, • provided by NJLC. Socdoll $2_026, -peai<,d by the filiq Coo pR9C11ood by thc Ocncnl land Offioc nilcs In dfcct oo tho elate of rccdpl by the Ocncnl land Office of auch 
lrmlfcr « cc:rti.fied copy CbcrooC. Every tnadcroo lhall IUOCOCd to t.11 rlclilJ a.od be subj«( to all obliptlOIII., liabtlitlcs., and pcoaltics owed to lhc Swc by tbc oriainal lessee « -,,y prior 
tnmCoroo ol thc lcuc, inch1dlq my Uabilitica IO tho aatc C« anpeld royalties.. 

IL R.tL£ASES: Leaoo may rdcuc cbc riabts aram.ccl llawndcr 10 tho Swc It llQY time by recordioa the rdcuc la cbc cowey wbcrc thiJ .:ca Is &itllal.od and filiq thc rcconlcd rdeasc or 
ocrti&d copy o1- In lbe Ocncnl land Office within idDc(y (90) clays aft.er lu c:xocvtioo *lCOlllpanlod by the filiq Ccc pcuc:rtDCd by tho Ocncnl Land Office nilcs la dfcct oo the dale of 
n,oc,ip( by tbc Gcncnl l..md Office ol lUc:b rdcue or ocrtifiod copy ~ Such rdcuc will DOC have tbo df cct of rclcuin& Lcucc from my liabllil)' dw:rc:tofore aoc:r-1 la favor of lbe State. 

U. ur.N: Ill aooordmcc wida N JlC. Soc:tioo Sl.136, die Stale lhall have a ~ Ilea upoo t.11 oil a.od ps prodoocd from cbc area oovc:rcd by thiJ lcasc to accurc psymCllt of t.11 mipald 
rv:,wlt;y llld oCbcr IUllll ol-,, Cb.I may ~c due under cb.ls lc:a,c. By aooq,c:anoc of cb.11 lcax, Lcucc pmt.a the Slate., In lddilioo 10 tbo Ilea provided by N JlC. Soclloo Sl.136 IDd -,,y 
odlcr llf)pllcabk ltlM«y llca, • citpl'CU OOOll¥ClW Ilea 00 and aceuril)' lnl.c:R:St In t.lJ lcuod llliDcn1a la IDd cxtractcd from Cbc lcuod prcmlJca, all prooccclJ whJdi may IICa\lC to Lcucc 
6vm d,o aJe of audl lcuod mlncn1a, wbecbar audl prooccclJ WC bdd by Lcaoc « by a third I*')', and all fixtures 00 and improwmcotl to tbo leased prcm1,ca ucd In ooo.oocdoo wltb the 
prod,adloo or proccssina of audl lcuod mJ.ocrals bi order lo ~ cbc paymCllt ol all royaltica or other amOW1.IJ due« IO become due under tblJ kue and to ~ payment of -,,y damages « 
loa dM,( 1-may su1rcr by -- of Lc:ucd1 breech ol any ooYaWU or coaditioo of this lcue, wbctbcr cxprca, or lmpllcd. ThlJ lien and .-.rlty inlcrCll m.ay be forcd09Cd wllh or 
..ttboat oowt ~ In lbe llllllACI' provided In tbo Title I, OJ.apccr 9 of tbo Tcxu Business and Commct0e Code. Lcucc ap-ocs that tho Commissioner m.ay rcqulrc Lcucc IO execute 
llld reoord audl buu\ancnta u may be rcuonably occcaary lo acknow1edgc, attlCb « perfect thlJ lien. Lcuoo bcRby rcpracnu dut there arc oo prior or ,upcri« llcm lrilina from and 
rcudq IO i.-'1 ac:tMtlcs upoo thc ~'bod propcrlY or Crom Lc:uoe'1 aequuitioo of lhiJ lc&sc:. Should tho Commwlooc:r at ,a:y time dctamlne Chai this rcprcaca.llllon b DO( true. 
dlCII tbc Com.mluloocr may declare thlJ lcax forfeited u providccl bcrdn 

20. PORF&l'IURE: lC Lcucc tlha1l Call or rdu.ac to make tbc pcymon& of IGY IWD within thirty (30) clays a/\cr it becomes due, « lf Lcucc « an authorlzcd agent abould blowlql.y make 
-, f.abe rdllnl or f'.al.Jc rq>M OODOCnllq produc:tloa or «illlna. or If Lcucc lhall fall « rclv.lc IO drlll my omc. wclJ or wdlJ In eood faith u rcqulrod by law and the nil.cs and rcgubtions 
adopted by tho Colllm.lssioocr of tho Ocncnl Land Office, or lf Lcucc lhould (t.11 IO file rcporu In the llllOllor rcqulrod by law « CalJ IO comply with rules and regulslons promwpled by lbe 
Ocncnl land Office, lbc School land &.rd. or the R.ailroed Commlulon, or rc!IIIC the proper authority .occss IO the rcc:cxdJ patalnlna IO opcntlOOJ, or if Lcuoo « an authorlzxxl agent 
ahoa1d kDowlnaJy Ca1J « rcf111C to give correct lnform.iioll lO the proper autborilY, « lcoowin&IY fall or rcfille to f\au!Jb the Ococra1 land Office a com,c:t lot o( aa.y well, « if Lcuoc shall 
aowiqly violate IGY ol tbo DUlcrlal proviJioa.J of lb!J lcax, « if this lcax IJ wlanod a.od the u&lanmcnt ls DO( filed bi the Gcncnl land Office u rcqulrcd by law, the rlabt1 acqulrod under 
tlw lcac ahall be aubjoc:t to forfdwre by tbc Commluioocr, .ct llc aba1I forfeit - wbcn su.ffidcnUy iruormed of tbo faetl whldi autborhc a forfdlla"c, and wbc:o forfeited lbc ll'C& ahal.l 
apla be aubjoct IO lc&sc: IO tbc IL(abat bidder, -SC.- the umc rqu1atiOOJ ooo.lJOlllna the oripnal aale of lcucs. Howewt, DOChliia bc:rdo tlwJ be COOJtNcd u walviq tho automatic 
lcnlliludoD o{ du.a lcuc by opcndoo ol law or by rc.uoo of any lpOdal lunltadoo lrilina bcmmdcr. Forfeitures may be act aside and thlJ lcuc aod t.11 rlgbt1 thcrcundc:r rdnstatcd before die 
rlat,a ol IIIOCbc,- lnlcrw:oe ..-uwr_.,. noidcmcc '° the Commlsaloocr of the OcacnJ Land Office or runn compllmcc with the proviJlons of the law and of this lcuc and the rules and 
~ that may be adopted relative bcrcto. 
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1 I. IUVEJUlf:O TRACTS; la lbc c\'all dus lc&sc OCMn a rivabcd. Lc:sscc I.a bcrcby lpCCl{'IQ.Uy puled lhc npc of cm'-t domaia IDd «-dcmoM- u provldcd for ID N..R.C. 
Sccdou n.o9l· ll.09J, u a p,,n of lhc -..ldcradoo ID<MDI to Leu« for che COWIUOII bcrda made by t..c.-. 

11. APPW Bl,£ LAWS AND ORJLLlNC RESTlUCTlO : Tlw lease lhall be 1111,joct to all ndcs wl rqulauom, IDd cacodmmta dic:mo, proandp&cd by die Oxne!viaw:r of 
6c OcocnJ Land Office 1ow:mlA1 drilliaa and produana opcnt1om oa Pctmmcn1 Free School l..-1 ,pcc1raca1Jy Ulduduia 1t1y ndcs prQDulpted duil ttl~ to plMJ of opcnuom, payment of 
~ IOd audlliAa procccluru, IDd lhall be 1111,joct IO all odia vaUd IOtUla, Nies, ttpbuom, ordcn IDd ~ daal may alfeci opcnuom undcr lhc provuloaa of Ibis lease. WilhOUI 
-idq die pcnlil)' of die forqoiog. Lc:sscc hereby agrc,cs, by Cbc IICCCp(W)c o( diis lcuc, IO be bound by IDd IUbjccc IO all ll.lMOr)' tad rqwMary pr'OYlDOIII rdallq 10 die Gcocral Land 

I IUdil billinl DOtlco end audil bcarinp proccclurcs Sald provwoaa arc c:urrcolly fouod II JI Tau Admlnutnbvc Code, Olapla 4, IDd Tau Nllllnl Raourcca Code Seclioaa Sl.13.S 
Jl.137 lhroup ll.140. la lhc CYCnt diis !cue OCMn 111114 fnncblJOd or leased or odlcrwbc IUOd by • uviptloa cllJuict or by lbc Unlted Stales for lhc Pll'J>OIC of uvipdoo or ocher 

locldcnt IO lbc opcntioa ol a pan. !hen Lcuce aha.II noc be coolled IO cola or J101SC1S IUda lmd Wllhout prior approval as providod under Secuc. 61 117 o(tbc Texas W11.t:r Code, bul 
ahall be colilled to ckYc.lop IUCb IIOd for oil IOd ps by dirccdonal drlU111r: provided, bowcva-, dial DO aurfacc dnll111g loc:adoa m-, be ocara man 660 foct and lpCClal pcrmluloa from 

tbc Commluloaer of lbc Ococral Land Office 111 nc«SW}' to mile ltl)' sw!11CC locatioa ocara lhan l,160 fed mc.asurccl II rigbl angles from lhe ocarcat bull.head tine or from lhc oearcs1 

*edg«I bottom t'dgc of aoy ch8Md, al lp, or lUming baslo which bas bcca aulhonud by lbc U111ccd S~ as a fcclaal projccc for fulW'C OOIUINCIJOII, "'1lldlevcr b -

ll. R£MOV AL OP £QULPM &NT: Upon lhc 1em11natloa of lh.lJ kasc for any cawc, Lc:sscc lhall not. la ID)' cvait, be pcnniuod IO ranovo lbc caslna or ID)' pan of lho equlpmcol from 
• Y prodlacill&, dry, or oblirldoaccl wdJ or wdb wilhoul lhe wnuca _,,_ of lhc Commluioner of lbc Gcncnl Land Office or blt aulhonzccl rqlf'CIClli.tlvc, _. ahall Leasec, wilhoet lhc 
.mce oocucnl of u.ld Commluioocr or blt authori.ud reprcscowivc ,-ovc Crom the lc&scd prsiucs the CUUII or aoy ocher cqwpmmt, llllla1al, maclunay, ll'l)lianca or prGpa'Y iNi,ccl 

l,y Lc:sscc and IUOd by Lc:sscc la lbc deYclopmcot and procluc:doa of on or ps lhcttfrom unbl all dry or ablndoocd v.clll luive bcca pluued and unbl all alusla or muse p111 have bcca properly 
fitlod wl all brolco or d,xwdccl lumber, IIIJIClw,cry, or clcbns lhall have bcco removed Crom lhc i:ir-1JCS IO lbe Alllflldlon of lhc Aid Coauniuioncr or bu autboruccl reprctC11wivc 

K FORCE MAJ URE: Sbould Lessee be prevailed from compl)'UII Wllh any cxpras or implied - of lh.lJ lcue, from cooductin1 clnlliq opcntioaa di-. or Crom proc!Dan1 
oil -.d/or ps dicrdroaa, al\a dTort made ia rood failla, by -- of ww, Rbd.lba, riou, llrik:cs, fires, eca of Ood or aay order, Nie or rcplatloD of ,-,imcow 111lllan1y, lhco "'-hlle ao 
pre.-.cl. i.-•1 obl:Jpdoo 10 oomply wilb alCb CC1YCDlffl lha1I be ,uspcndcd iq,oa proper and IIIIW.aory proof prac:atccl IO die Oxnmfssioncr oldie Gcocral LIDd Office ill support of 
a.-'1 comcatloa llld Lc:sscc ahall DOI be liable ror d.am-ics for fal.hn IO comply lbcrewidl (cxccpe In die aoait ol leue opcnuons IUspcndod a, provided la lbc nllea llld rcsulaioaa 
~ by lbc School LIDd 8-d); IOd dlb kuc lhaU be cxlcDdccl wbilc and ao loa& u Lc:llcc ls prcvailOd, by any IUc:II UUJC, Crom drillia.&, rcwor1dq opcndODJ or producina oil IDd/or 
ps from die lc&scd prcmlJCS; providccl, however, !hat DOlhlng bcrda-.ha!J be OOtlllNcd lO IUspcnd die peymall o/ ,ailalJ dunn1 die pnmll)' or cx1aldccl Ima, DOr IO abrid&e Lcac,c'1 ri~ 10 a 
IUJl)COJloa undcl' 111y IIC)l)llcablc ltlllllC of lhl• State. 

u. Lt.AS£ RCUIUTV I Leuce lhalJ take 1be lllchesl dcsrcc o< an end all proper Alcs-d,I IO protoet 1a1d prc,miscs and '° prcvau lhd\ of oil, ps. and odia b.)'drocatboal prodlpd 
6om aald k.uc. Tblt Includes, bul IJ noc limllcd to, lhc laJtallllioa of all _....,. equlpmcol, -1J, loc:ka, or ocher appropri~ pro(eclivc clevl«ia oa Of Ill all aocc:u poinu Ill lhe leue'1 

productloa.. pdleriag ond IIOf1ICC qllmlJ wbac che:11 of llydrocetboclJ can occur. Leuce ahall be llablc for lbc loa of ID)' b.)'drocatboal ruultina from lhd\ and ahall PIY lhc Swc or Tau 
1oy11hia d>a-. u provided bcrda oo all oil, p., or ocher bydroc:mt,oos IOII by-.. o(dlcfl. 

1'. RmUCTION OP PA YME.NTS: U: duriq lbc primary 1cnn, a portion of tbc lmd CCMr'aCI by diis lcuc ls lncludod withio die bouAdarie1 of I pooled unl1 lb.a bu bcca approved by 
-.C School LIDd ao..d ill .cc:ordlooc wilh Nltllnl ~ Code Socdoaa Sl. I JI ·Sl. I '3, or ~ • -, bmo al\a Che cxpu'IIIOO of Che pnaury 1a111 or dic CX1aldccl ta:m, dlb leuc COYCO a 
...... -bcr o/ lO'CI .. Che IOcal .:nounl dacn1>od bcrdA. ~CIIU duil arc made Oii • per acre bub licrcmdcr- shall be rcduc:rccl ICCClf'diQi IO che: IWIDbcr o( IO'CI pooled, rdcascd. 
w .c ... dcn,d, or odic:rwue -'Cid. so lbM ~Cllll dctcnnlacd oo a per acn buls mdc:r lhc ICreJ of dliJ lcuc duriq die primary la:m lhall be calaalalcd bucd upon die n.mnbcr o( IO'CI 
_.. Ille bolmd.wia ol a pooled mil, or, If a.l\cr die cxpintioo of die primary law., Che maba' of IO'CI 1ICIIUa1ly rttmccl and CCMr'aCI by lhis lcuc 

27. SUCCESSORS AND 
*P' ol Lessee bcrda. 

ll. ANTIQUl'IUS CODE; la lbe t'ltllt di.II any feature of arcbcoloebl or hlslorical buaat IJ CIICOWlla'Cd duriq ~ ectividcs autboriz.od by dlb lease, Lcuce will lmmedi11dy ocue 
9CilMdel llld .m .._etSady IIOdfy die Ococ:nl lAod Offioo IDd Ille Tau llillorical c.ommLaloa IO duil lldoquMo ll1CUlll'CI-, be IIDllcrtalcce IO~ or roaowr 1UCb ~ or 
6dap. a~ 1.-II c:q,rc:uly pl-i oa DOlice oflhc NMloaal lluloncal "'-v8tioa Ad. o( 1966 (Pl)-IM6, IO Swutc 915; 16 U.S.c.A. 0 0). Laaoe lhaU comply with die 
Mdqulda Codo of Tcua, a.aper 191, NMUl'lll ~ Coclo, u amcndod. 

1'. VEN\TEi 1-llld ic.-, locludlna ~· 1UCOC1Jor1 ond aai.ps. bcrcby ac,oe llm vauic for my ddpulc ariluis OUI of a proYUioo of lhb 1-. wbcdicr cxprc:a or Im.plied, 
ieprdlq ~ ol dlb lcuc, or rclalina In any way to dlb lc.asc or IO ~ C&1C law, -Ulca. or admllliJuatlvc ndca, ahall be la a ooun of compdccl juNdlc:tioo IOC8lod In Travis 
Couacy' Sc.Ille of T cxu. 

JO. Ll.ASt PlLINC: rw-11110uipter9 ollhc Tex. Ou. a: Com. Coclo, lhb 1-m 1111 be flied o(,-11 In lhe olllce ollhc Cou«y Oat In aey coml)' In wbldi all or aay pmt ollbc 
lcuod pranbcs I.a loel,le,ci, IDd ocniflccl ooplcs lhcroo( mllll be 6lod la lbc Ocncnl LIDd Office. Tlic pracnbacl flWII (c,c aba1J ~)' tbc catifiocl oopi~ acol IO illc Oc:ncnl LIDd Office. 
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Jl. t.x:ECVllON: This oU IDd cu lase must be 11gncd and eclcnowlcdgcd by the~ bcfcn it ts filed of record In the COW1ty records and In the General l..aod Office of the St.ate of 
Tcxu. 

LESSEE 

s BY: 

,-.SJ ~ TITLE: 
c.n 

~ ..--
DATE: 

G' <t 
c:::, . 

~ 

; ~ 

Cl'l 

~ 

a 
~ ~ 
0 t::.:. 

PROVED 

::~·~ 
0 :frfl-

£uc ---

STATE OF __________ _ 
(CORPORATION ACKNOWL£0GMF.NT') 

DEFORE ME. 1bc undcnlpcd authority, oo this day ~y appeared. ___________________ _ 

bo'Ml III me ID be lbc pc:noo whole twnc Is IUbscn'bcd ID the forcpna lutnuncut, u . ________________ __:of 

------------------------------·and lldalowlcclp! ID me that be executed the Ame 

OiYm lllldc:rmy band IDd aeal of office Ibis thc. ______ day of _____________ _, 19 ____ _ 

Nowy Publ.lc in and for, ____________ _ 

STATE OF ___________ _ 
(INDMDUAL ACKNOWLEDG~fENl) 

COUNTY OF __________ _ 

Before me, tbc andcnipcd 111lhori.ty, oo Chis day ~y appeared. ___________________ _ 

bo'MI ID me IO be lbc pa-. whole twnca we 111b.cn'bcd ID the forc,olq lutnuncat, and odcnowlcdgcd 10 me lhM they executed the 
- for lbc pu1pOICI and ooosldcndoo lbada c:x:prcqod. 

Oiva, lllldc:r my lwwl md aeal o( office this thc. ______ day of _____________ _, 19 ____ _ 

Notary Public In and for, ___________ _ 

6 



September 17, 1998 

Mr. John E. Lodge 
Titan Resources, L.P. 
50 W. Texas, uite 500 
Midland, TX 7970 I 

Dear Mr. Lodge: 

Thank you for participating in the late of Texas Oil and Gas Lease ale held on August 4, 1998. 
I am pleased to inform you that the William Herbert I Iunt Trust Estate was the high bidder on 
M L. 0 . 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 ection 6(B), which requires operators to submit written notice of all drilling, production, 
and related activities. When lessees fil e 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 tatus Report; W-10, Oil Well Status Report; W-12, Inclination Report; 
Electri cal Logs (any scale and within fifteen (15) days after they are made); Directional urveys. 

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

Sincerely, 

Robert B . Hatter, Director 

I 



GJ 
~·. ~q Ceol .. _____ .... _ ......... __ ..,_ 
TAANSMITTAL LEITER 

fi!Q Dated - -
_______ ._... _______ __ 



~ u»tin, 'Otexa» 

OIL AND CAS LE.ASE 
NO. M-99607 

5 II fa 

WHEREAS, pursuant to tho Texas NIIIUl'lll Rt:sowU:s Code Olaptaa 32, 33, SI, tod O\aplct Sl, Subchapc.c:n A·D and Ii. {said Code being hc:rcinallcr rcfcm:d to as N.R.C.). 1nd aibjcc:l to all 
rules aod resuJatlons promulpted by the Commissloocr of the General Land Office 1ndlor the School LIDd &.rd puntWU thcn:to, Ind all Olher lpplicablo swuia and amc:ndmcou to said 
N.JLC.. tho foUowing area, to-wit 

Fil OF NE/4 & NW/4 & NW/4 OF NE/4 OF SECTION 3 1, BLOCK SJ, PUBLIC SCHOOL LAND SURvtY, CULBERSON COUNTY, TLXAS, CONTAININC APPROXIMATELY 
180 ACRES AS SHOWN ON THE OFFICIAL MAP OF CULBERSON COUNTY ON FILE lN mg TEXAS GENERAL LAND omCE, A STIN, TEXAS. 

wu, al\ct bcina duly advutiscd, offered for lease on the 4th day or Aurwi. 1998, 11 10;00 o'cloclc a.m., by the Commissioner of tho GcoenJ LIDd Office of tho Swc of Teus and the School 
Lind Doerd of the Swe of Tau, for the ,olo and only pwi,ose of procpcctina and drillina for, and pnxluci,11 oil and/or p.1 tbal may be fowid and produced &om the above described uea; aod 

WI !ER.EAS, al\ct all bids 111d n:mitl.Dlllc:u which were ~ved up to said time have been duly c:oosidcrcd by the Commissloocr of the General Lind Office llld the School Land 8oU'd II I rcsuJar 
meeting tbcrcof in the General Land Office, oo tho 4th day of Aurwi. 1998, bc:relnafu:r the "effective ewe· and it was fowid and detcnnincd that TIT AN RESOURCES, LP. whose lddress is 
SOO W. TL"<AS, SUITE SOO, MJOl.AND, TX 79701 bad offered the blabest md best bid for I lease ofthe area above described and is, tbcrcfore, cotidcd to receive a lease thereon: 

NOW, THEREFORE. I. <Jany MaW'O, Commiuiooct of the GcoenJ Land Office oftbc Swe ofTexas, bettinafter ,ometimes referred to as "Lessor," wbOIC address b Ausun, Texas, by vittuc of 
the wtbority vestA:d in me and in c:oruidcndoo of the paymcot by the bcttinaller dcsiBJl,11.cd 1-., the sum of Sn-m TboUS1nd 'T'wo llu.ndrul Sn,t.11ry Pour and 40/100 OoU1D {S7,l74.40). 
receipt or which is hereby aelc:nowledged lll'ld or the royalties, COYCtWlts, stipuladons and cood,tiom cool&Uled Ind hereby aarecd to be p&id, omaved 1111d performed by l..esM,e., do bcttby demise., 
punt. lease and let unto the above mcotiooed bidder the exclusive riaht to prospea for, produce and take oil mdlor ps from the aforesaid area upoo the followina terms and conditions, to-wit: 

I. RESERVATION: There iJ hereby exccp1ed and reserved to Lessor Ibo full u.se of the propcny covered hereby and all riahu with rupea to the surface and sublurfaee tbc:roor for 111y and 
all pwposes excep1 thOIC gmued and to the cxteot bcmn grmted to Lessee, togcdic:r with the riahu of inarcs, 1nd egress and u.se of said lands by Lessor and ia aunaal lcuecs, for J>WPOICS or 
exploring for and produc:lng the mlnc:rab which are DOI covered, or which may DOI be covered lo the future, under the tmnJ oftb.is lease, but which may be located with.lo the surf.cc boundaries of 
the leased l1Ca. All of the riaJiu in and to the leased prcmba retained by Lc:uor Ind all or the riaJiu in aod to the leased prcmba grmtcd to Lessee bcreu> shall be exerc:!sed In such I IDIIIIICf tbas 
Deltber shall unduly lntafere with the opcntiOOJ or the othcr. 

l. TERM: Subjcc:l to the otbct provisions hereof, th.is lea.so &hall be ror a lmD or five (S) yt:1r1 from the effective dale hereof (bcmn called "pnmary tfflD") and II looa thc:reaftct u Oil or ps 
ls produced in paying qu&odties from said area. 

3. DELAY RENTALS: It oo well be commenced oo the land hereby leased oo or bdoro the anniversary date of this lease, tbi.o lease ahall tc:rmuutc as to both parties unleu the LesSff on or 
beforo said date shall pay or tcodc:r to the Commissioocr of the Ga,a-aJ Land Office of the Swc ofTeus • AUSW\, Texas, the sum or One Dollar (Sl.'00). pu •ere. which shill opc:ra1c as rental 
and covet the privilege or deferring the oommcocemClll of a well for twelve (12) mootbs from said dale. lo hlce =er and upoo lilce paymenu or lclld<:n the commcocanent of a ,.cu may be 
rurtber deferred for lilcc periods of the same number of mootbJ SU<:CCSSivcly during the primary term bcreof. 

4, PROO CTION ROY AL TIES: Subject to the pn>visiOOJ for royalty reductions set out III subpangrapb (E) of tbiJ panppb 4. upoo production of oil and/or ps, the Lessee agrees to pay 
• • ~ cau,,c to bo paid to the Commissioner or the General Land Offiec In Austin., Texas, for lbe u.se and bene6t of the Swe or Texas, during the term hereof: 

• • • 
• • • (A) OIL: A3 a royalty on 011, which is dcftned as including all hydn:>carbocu produced ID a liquid Corm II Ibo mouth of the well and alJO all coodcosate, disollate, and otbct liquid 

• • •: B~ recovered &om oil or ps run throuab a scper11or or other equipment. u hcrcinaflct provided, 115 pan or the grou productJoo or the market value tbm:of. • the option or the Lessor, 
• • slltb value to be determined by I) the hig.bC51 posted price, plu.1 prmiiwn. if any, offCTCd or paid for oil, condensate, distill11e, or other liquid bydroclrbonJ, respec:tivdy, of I like type and pvity 

• ID lhc gc:ncral area where produced and when run, or 2) the highest marlcct price thereof otrcred or paid io the general area whc:rc ~ and when run, or 3) the grou proceeds of lbe sale 
• . ~i"eor, whichever is the grcua. Lessee agrees dw bdoro any ps produced from the land hereby leased 1J sold, used or processed ID a plant, 11 will be run free of COii to Lessor chrouab an 

\We oil and ps separator of conventional type or other equipment II lcut u cffic,Clll to the end tbal all liquid hydrocarbom nocovcnblo Crom the ps by such means will be nocovcrcd. Upoo 
• • • •wnnco consrnt of Lessor. the requirement that such ps be run tbtouah such a sq,an1or or othct equipment may be waived upon such tc:rms and condttions as pracril,ed by Lessor 

• 
•: • • •: (D) NON-PROCESStD GAS: As a royalty oo any p., (including narcc1 ps). wluch is defined as all hydrocarbons and p.lC()UJ submnces DOI dcfincd u oil io subparagraph {A) abo,e, 

• produced Crom any well on said land (excep< as provided bcmn with respect to p.1 pn,eessed ID I plant for the extr.lCUoo or p.,ohoe, hquid hydroc:arbons or other producu) 1/5 pan of the grou 
• • • doo or lhc market value thcn,o(, 11 the option or the Lessor, such value 10 be based on the blabes1 market price p&id or offered for gas or comparable quality tn the acoc:ral ara "'here 

• ed and when nm. or tho arou price paid or offered to the produClC'I'. '"'hich~ is p-utc:r provuled that the maxunum prcssw11 base in moa.surin1 the p.1 under this lease cootract shall noc at 
•• ~ time exceed 14.65 pounds per SQtWe inch abeolute, and the standard base tcmpcraturc shall be sixty (60) dcarces Fahrenheit, COfTectJOO to be made for Pf'CSSU1'C ICCOl'dtna to Doyle's uw, and 

• • • ~~ ~ Ilic a,avity accordina to lffl made by the Dalanec Method or by the most lppt'OVed melhod or tesuna bcina used by the lndusvy II lbe wno of = 1-
• . 



. . 
(C) PROCESSED GAS: AJ • royalty on my ps proccssc:d in a psolinc pwu or otha plant for die r=,vay of psohne « otha hqwd bydtocarbons, 115 pan of die residue ps and 

d>c liquid bydroc:att,oiu CXD'XtCd or Ibo marlccl value dlcrco(, 11 lhe opaon of die LcsJ« All royal De, due b= sb.all be based oo ooe hundred pcrccnt (I 00%) of die t-.1 plant productloo of 
rc:slduc ps 111nbutable IO su produced from thlJ lcuc. and oo fiJ\y pa,:cot (50%) or tbal percau ..:cnuns IO Lcsxc. whichever i, lhe puur, of lhc IOul plant productioo of liquid 
b)'(lrocatbc,M. attributable IO Ibo ps produced Crom thlJ lease; pn,vidod llw if liquid bydroc:atbocu ll'C l"CCOWl'Dd Crom ps proc:used in • plant in "'hlcb Lcucc (« ill pwml, subsidiary or 
affilalc) OWUJ 111 1ntcrcst, thco the pm:mtqe applicable IO liqwd by~ ahall be fifty percent (SO-A) or lbe hlahc,t pacau KCNUII IO a third peny proccuing ps lhrou&h such plan, 
uodcr • proc;cuing av-i,c:nt ocl()Cll!Od II IIIIU' laislb (or if 1bCR i, DO ,ucb dun! pmty, lbe biahCII pa,:cot thco bdn1 spoc:ilied in proc:asu,1 lp'Callmta or COOD"aell in Ibo industry) 
wlucbcwr i, lhc .,-cr. The rapccovc royalties oo rcaiduc pa llod oo liquid bydroc:att,oiu ahall be ~ by I) lhc blpiCII marlc:et pric:c paid « offered for 111y ps (or liquid 
hydrocarbons) of comparable quality in the 1aicral erca or l) Ibo IJ'OIS pric:c paid« offered for such residue ps (« the wdahtcd ~e pua 1ellin1 price for die ~ p-adu of liquid 
bydrocarbom), "'bicbevcr i, lhc peatcr. ID DO C\lalt, lic>wcvff, sba.11 the royalac, payable under thlJ pan.snpb be less tbao the royalac, which would ha-.e been due bad lbc ps DOI beca 
pn,c:c:ued. 

(D) OTIIE:R PRODUCTS: AJ a royalty oa carboa blaclc, sulphur or 111y otha producu produced « manufactured from ps (cxcq,tu11 Uqwd bydrocarbom) wbetha said ps be 
"castnahead. • "dry" « any otha ps, by &xtiooali.o1, bunun1 or 111y other proccmn1, IJ5 pan of IJ'OU production of such produc:u, or the man..et value lhCR>O{. 11 lhe opooo of i.a-, IIICb 
uurlcct value IO be dctcnnincd u follows: 

(I) On lhc bu!J oflhc biahCII man.ct pnc:c of each produc:t, dunn1 lhe wnc moolh in which such product i, produced, or 
(l) On lhc basb of the •Yffl&C ll'OU we pnc:c of cacb product for lhc same mooth ID which such producu arc produced, wblcbeva b die paler 

(E) V AR1ABL£ ROY AL TY: (i) Subject IO the otha provisioos of this lease. it i, hereby provided tbal in lhe event production in paying qlWlbbcs is csublished pursuant IO the lcmu 
o( dus lc.uc and such produc:don la broupit oo line and wcs thCR>Of...., commcoc:cd w,lhln twenty-four (l<I) moolha of the cfTccdvc date hereof, lhe royalty r11e pn,vidcd bcrdn shall be 
reduced IO I& 15%, and sb.all apply IO each subsc,qucnt wdl drilled and produced oo the land covered by lhi, lease. Provided that, if du.rina such 1r...mty-four (24} month tam during which 
Lcuce m1y c.to a reduclcd royalty !'lie or I& 15% u bc:rdn provided, Lessee should drill in good faith and complete the lint well u a dry hole oo the land oow:rcd by lhi, lease, Lessee may 
rccciY'C •three ()) monlh extension of the tam In wblch IO cam a reduc:cd royalty ralc by sivin1 notice IO the Commwiooa of the Gcoc:ral Laod orncc. commc:ocing drlllin1 opcBtions oo 111 
addiuooaJ well prior IO the c:xplradoo of such thrcc (3) month period and prosecuting diligcnlly and in good fAitb the drilling of such additiocw well and completing same ao thJU production In 
peyin1 quantiacs i, established and ao tlw such production i, brouaht oo line and sales thacof ICC comma,c:cd prior IO the cxplradon of such three()) moolh cxtauioo period. 

('u') ID Ibo event production in l)IYUII quanlltics i, cstablubed pwsuml IO lhe tams of lhi, le:asc and such production Is brouaht oo line and sale, lhcreof ICC commenced after the 
c:xpindon of lWalty·four (24) moolhs from the dTcctive d.11.c hereof but prior IO lbc c:xpindoo of f«ty-dsbt (0) months from the ctTectivc date bacof, the royalty rtie pn,vided bacin shall be 
reduced to 1,.375% end sb.all apply to each subsequent wcJJ dnlled IIOd produc:cd on the land covered by lhi~ le:asc. Provided that, if dunna such IWalty·four (24) month 1erm during which 
Lcssce m1y c.to a reduced royalty r11e of 1,.J15% u bc:rdn provided, Lessee should dnll in good wlh and complctc the lint well u a dry hole oo the land oow:rcd by this lease, Lessee may 
rccciw a three()) month cxunsioo of the term in wluch IO cam a reduced royalty ralc by sivin1 aodc:c IO lhe Commissloocr of the Gcoc:ral Land Office, commcnan1 dnlliD& operations oo an 
additiooal well prior to lhe c:xpindoo of RlCb lhrcc ()) monlb period llod plUCCUlllll dili1ailly and in good wtb lhe drilling of such addidooal wdl end complctu11 wne ao tbal production in 
s-YUII quaotilla is csiablubed and ao that alCb production is brousfu on line and we, !hereof arc comma,ced pri« IO the cxplradoo or auch thrcc ()) month cxtcnsioa period. 

(F) NO DEDUcnO S: LCSlcc a.,RCS di.II all royaldcs acawn1 IO Lessor under lhb lease sb.all be without deduction for lhc eos1 of producin1, tran.rportin1, and olbawbc maldn1 lhc 
oil. ps and od>cr produc:u produced ba'CUlldcr ready Cor ale or iuc. 

(C) ROY AL TY lN KIND: Notwub.1aandllll mydw,1 conwned h<RlD IO lbc conawy, Lessor may, 11111 opaoo, upon - lcu lhaa 60 cbys Godce 10 Lessee, roqwro II my llme or from 
time IO time tbal peyma,1 of all or aay royaltica eccruin1 IO Lcuor anclcr tlua lease be made in kind Without deducdoo for the COii of produan1, ptbcring. llorUI&, acpm-lling. b'UtUlg. 
dcbydrawi1, comprasins. procasin1, ITIDSpOrtin& IDd otbawiJe mala.as the oil, ps and odJcr produc:u produced bcrcundcr ready for we or IIIC. lcsaol'1 naht to lake 111 royall)' In lwld 
abalJ not diminish or ocptc L.eaw1 riahta or 1-'s obliplioas, wbcthcr cxprca or implied, under thlJ lease. 

(II) PLANT FUEL AND llCYCLlD CAS: No royal\)' sba1J be payable oo any ps u may rcprac:nt this lcuds proportionate share of 111y f'ucl used 10 process ps produced 
bcmmdcr in aQY processing pl.anL N~tbswidin1 aaytbia1 coatalnod bcrcin IO lbc CODtrmy, 111d subject IO the coascnt in writin1 of Ibo Comm!sslooc:r of the Gcncr.J Land Office, l..euce 
may rcc:yclc ps for ps lift purpotCI oo lhe leucd prcmlses al\cr lhc liquid bydrocarbom COl1lliocd in the ps haw been removed, and oo royalties ahalJ be payable on the ps so rcc:yclcd witil 
aucb time as the same may thaal\cr be produced and sold or u.scd by l..csscc in such manner u IO cnlltlc LcsJ« IO a royalty thc:rcoo under die royalty provuloos of th!, lease. 

(J) MlNlMlJM ROY AL TY: Ourin1 111y yar all.a the cxplradoo of lhe prima,y term of lhb lease, if this lease i, maintained by productioo, the royaluca paid IO Lessor in oo event shall 
be less Ihm an amOWII c,qual 10 the tocal llllllual dcl.y rental herein provided, otherwise, there shall be due and payable oo or before lhc last cby or the moolh 111ccecdin1 the an.nivcnary dale of 
Ibis lease • sum equal IO lhc IOcal aanual n:otal less lhc amount of royalties paid dunog the prcccdin1 year. 

(J) 1ARGINAL PRODUCTION ROYAL TY: Upon Lessee's wnncn applicauoo. the School Land Board may reduc:c the royalty ralo 1ct out in thla paragraph and/or the minimum 
royalty let 001 in 111bperagrapb 4 (J) IO c,nead the ccooomlc life of thlJ lease and c:ocourage rcc:ovay of oll or ps di.II mlaht olbawbc remain unrcc:ovcrcd. Ally such royalty rcctuwoo mUSI 
coo!orm to the n,qulrcmcnta of any School !And Board edmlnistndvc Nici oa thlJ subject. Royalty may DOI be reducod below lhc applicable swutory minimum. 

So ROY AL TY PA Yl',fENfS AND RE.PORTS; All royalucs IIOt taken in kind shall be p&id IO the Commluloocr of tho General Land Office II Atudn, Tc:xu., in die following manner. 
Payment or royal\)' oa produc:doo of oil IDd ps shall be u pn,vided in the Nici let ronh in the Tau R.cs!Jta. Rules CWT'CIILly provide that royalty oo oil Is due and mUII be rccdved in the 

General Land Office oo or before lhc ,11i day of the acc:ood mooth succ«di.a1 the monlb of productioo, and royalty oo ps Is due and mu.st be rccci~ in lhc Gc:nc:ral Land Office oo or before 
lhc 1'lh day of lhc accood month 1UCCOa11D1 lhc moalb of production. acc:ompanied by lhc affidavit of the owner, manager or olber authoriz.cd .. cnt, completed in lhe form IDd manner 
prcscnl,c,d by the General Laod Offic:c and abowui1 lhc p'OIS amouol and dispomtioa of all oil and ps produced and the man:ct value o{ lhc oil aod ps, 101~cr with a copy of all documaita. 
records or rq,oru COllfitmia1 the IJ'OIS production, di,positioo and lllllket value includin1 ps meter rc:adi.ap, pipeline rcccipu.. ps line rcccipu and other chccla or mcmortncb of &n1oVJ4l 
produced and put ln10 pipelines, lallb, or pools and ps lines or ps aunac. IDd 1111)' olba rcport1 or records which the General Laod Offic:c may require 10 verify the p'OU produ«ioo,o 

O 
o 

dupolitioa and m.v1'ct value. In all cues the autbonty of a manager or .. m, IO ac:t for the Lcsscc bcran mu.st be filed in lbe General Land Offic:c. Each royalty peymcnt shall be acc:ompanfc& • 
by a c:bcc.lc stub, acbcdulc, swnmary or otha mniamcc advic:c sbowin1 by lhc m111ed Gcnc:ral Land Offic:c le:asc oumba the amount of royalty bctn1 paid on cac.b lease. II Lessee 111rp • 
royalty oa or before tblny (30) cbys Illa lhe royalty peymcnt was~ dial Lcssc:c owes a pc:nalty of j'4 oo lhc royalty or SlJ.00, whicbeva Is puccr. A royalty peymcnt wblcb b ova cirt)'t • 

0 

(30) days tau, shall accrue a penalty of I~ oftbe royalty due or ru.oo whichC"VCr b peatcr, In addition IO a pc:nalty, royalllca ab.all accrue lnlCtUI 111 r11e of 12~ pa year; such lnlet'CSI will, 
bep11 KCnlUlg when the royalty Is aiJay (60) days overdue Afficbvita and supponini documc:nta "'"bicb arc not filed wba, due shall incvr • penalty in III amount act by lhe GeneralJ.q't 
Office admlnulnmw rule wblch i, ctrccuw OD lbc dale when lhc allidavita or supporw,1 doc:umcnta were due. The Lcucc sba.11 bear all respon.1fbU1ty for paylDI Of CIUSIDI royalties ·to '-c 
p&id u prcscnbcd by lhe due d.11.c pro-Wed bcraJL Payment of lho dcti.a,qua,cy pc:nalty sba.11 In IIO way opcr11c IO problbit lhe Swc's naht of forfeiture u provided by law Gor act 10 t • • 
lbe dlle oa which royaltici wen: orisiiwly due. The aboY'C pc:nalty provisions shall DOt apply in cues of Dile dispute u 10 the Swc'1 ponioo of die royalty or IO lhll ponioo of the P'.~ . • 
chsputc u IO Cair uurlcet value. • • 

• 
6.. (A) R£Sl:RVES, CONTRACTS AND OTICER RECORDS: Lessee sball annually funusb lhe Commlssioocrofthe Gcncnl Land Offic:c with 111 best pouible cstimaic of oil and W . 

R:SCtVCS undcrtY1D1 this lease or allocable 10 lhb IC&K and shall t'unwb said Commissiooa with copies of all cootrxu under which ps b sold or processed 111d all subsequent agrccmc:oll mid" • 
amcodma,ts IO IUcb CODlr'KU w,tlw, tblny (30) cbys alter ffltcnlll lnlO or maltin1 sud! contracts, apumcnll or amcndmcnta Such COOll'KU and ap-c,emc:nta wba, received by the ~ Ml° 
Land Offic:c shall be held in oon.fidcoce by tho Gcnc:ral Land Office unless olbawbc autboriz.ed by Leucc. All ocher COOD"aell and records pcrUlnina IO the production. tnnspe>rWioo, 41; 19.d0 • 

miwctina of the oil and ps produced on wd premlJa. lncludina the boob and accounts. recdpts and diJc:baracs of all wells, WW. poob, meters, and plpcl1ncs shall II all umes be iut>jcc:t la 
insJ-doo and cuminadoo by lhe Commmlooa of lhc Oc:ocnl Land Office, the Attomcy Gcnc:ral, the Governor, or the rqnxotativc of 111y of them. 

2 



• (B) DRI LLlNC RECORDS: Writ1a:1 DOticc o ( all opcnoons oo tbJs lca,e shall be submitted IO the Commusioocr o(the Oaicral Land Office by Lc:ssc,c « open.tor five (S) days before 
'l"'<I dale, worlcovcr, rc-aitty, tcmpon,y ab&ndooman « plug and abendoo.mcot o( any wdl « -11s. Such wnnai DOdce IO the Gcncnl Land Office shall include copies o( Railro.d 
Commluioo (omu <« appllcadoo IO drill. Coples o( wdJ tau. compldlon rq,o,u and pluggla1 rq,o,u ah.all be supplied IO the Gcncnl Land Office a1 the time they lll"C filed with !be Tau 
R.ailroad Commission. Lessee ahall supply the Gcocnl Land Office with aay records, mcmonnda, IICCOWlll, rcporu. c:uw.ap and corc:s, « other mformadon rdAlive IO the opcradoo o( the 
~bed prcmiacs, whlcb may be rcquc:sled by tbc GcncraJ 1..-1 Office.. in liddaCJoa 1o those bcrcua ciq,rcssly provided (or Lessee &hall bavc an clcctrieal and/or l"ldioacuvity ilUn'cy 
made on the b«c-bolc acc:tioo. from tbc buc o( the surucc casln1 IO tbc loC.II depth o( well. o( all wdlJ dnUed oo the above dacnbcd pmniscl and alwl tr111Sn1t a tnlc copy o( the 1o1 o( cacb 
survey oo cac.b -1110 the Gcncnl Land Office wilhln filla:n (U) daya al\er tbc maldn1 o( Aid IW'YCY 

(C) PENAL TIES: Lessee &hall incur • penalty whenever rcpons. documcnu « other ma&cria!J are DOI filed ui the Gcncnl Land Office wbca due:. The penalty (or late filln1 lhall be act 
by the Gcncnl Land Office adminuu-ati"C rule which U dfoc:ove 00 the date wbco the ma1aia1J wa-c due in the Gcocnl Land omcc 

7. RET AINEO ACRE.ACE: Nocw,th.rtanding any provulon o( this lca,e lo the coatnry, after a -11 producuig or capAble o( prociucul1 oo or ps It.as beat completed oo the lcucd 
premises, Lessee ahall citc:rcisc tbc ddigcncc o( • rusoaably prudent opcralOf in dnlho1 such additional wcll or wells u may be reason.ably ooccssa,y (or the proper dc,,dopment o( the leased 
prcmlscs and in awlcung the productioo thcrcoo 

(A) VERTICAL; Ill the cvcot this lease Is m (Ct'CC and clTcc:t 1WO (2) years al\cr the c:,q>nl.loo date o( lhe pnmary or CXlaldod term it &hall then tcrrnhwe u 10 all o( the leased premises, 
EXCEPT (l) ~O ocra IWT"OUlldin1 cacb oil well capeble or producina in P9)'U1I quantities and 320 &a'O:S IWTOW>Clin1 each ps -u capable o( producina in payu11 quanbucs (lncludln1 a sbut­
in oil or ps -U u provided in Paraaraph 11 bcrcol), or a ,.ell upoo which Lc:ssc,c Is !hen copaed in c:oollDuous dnlho1 or mr,omn1 opcndons, or (2) the number o( aau included in a 
produdng pooled unit pursuant co NarunJ R.csourca Code S«tions 52.151 -52. 153, or (3) such putcr or lesser number o( ecrcs u may thco be allOQ1cd (or production l)Wl)OKS to a proration 
unit (or acb such producing well under the rules and regulations o(thc Railroad Commiwoa o(Tcxas. or any succesJOt a,cocy, or other aovcrnmcotal authonty haVU11Jurudiet100. Witbm 
90 daya of a panial t.cnnin.uion of tbJs lcaso in ac.corda.occ with this subpmqraph and upoo payment o( the mlrumum filioa (cc act by Oc:ncnJ Land Office rules in dfca al tbc bme o( the 
s-daJ tcnnio.adon, Lc:sscc shall h.aYC the right IO obc.alo a surface leuc (or logrcu and caress on and acrou the terminated portioo of the leased prcmi,cs u may be rcuonably acccs.sary (or the 
oootioucd opcndon o( the portions o( the lease rao&lolog lo (Ct'CC and dTcct. l( Lessee fails IO apply (or a surface lase within the 90 day period spc,c:lfied aboYC, Lcsscc may apply (or a 
auiacc lease Crom the Land Offioc, but the Lmd Commissioner It.as the discretion to a,ant or deny such appllcatlon and IO ICC the (cc for such surface lca.sc 

(B) IIORIZONT AL: lo the cvcot Iba lcuc Is in force and effect IWO (2) ycan al\cr the cxpin,don date o( the primary or mcodcd term 11 &hall tunher k:ffl1ilWc u IO all depths below 
100 feet bdow the 10c:al depth drilled (bcrcloaf\cr "deeper depths") in cac.b -U localcd oo aacaae rctaloed in Paragraph 7 (A) aboYC. Wllcu on or bc(ore IWO (2) ycan al\cr the priowy or 
extended term Lessee pays an amount equal IO one-bal( (112) o( the bonus oripnally paid u ooosldcntloo (or !his lase (u specified on page I bcrcof). l( such amount ls paid, !his IC&SO shall 
be in (orcc and ctrca u to such deeper depths. and Aid I.C:rm!Jwion ab.all be delayed (or an addltloaal period or iwo (2) years and ao Iona thcru.lla- u otl or ps Is produced '° payiq quaoudcs 
Crom such dccpcr depths oow:rcd by this lcuc. 

(C) IDENTlF'ICATION AND FILING: The sunxe acrcaae rculocd bc:mlod« u co each -11 alwl, u nearly u pnc:tlcal, be ui the (orm o(a aquan with the-U localed in lhe ecru.a 
~ « such other abape u may be approved by the School Laod &.rd. Withlo th.itty (30) daya al\er partiaJ tcnnlnabon. of this lease u provided bcrrio., J..cuce ahall execute and record a 
rdca,e or rclcucs oootalnloa a Atislac:tol')' lcpl dcsc:ripcioo of the KIUJe and/or depths not rcwned bcmmdcr. The rccordcd rclcuc, or a c:crufied copy o( umc., &hall be filed in the GaicnJ 
Laod Office, accompanied' by thc filio1 (cc prcxn'bcd by tbc Oc:ncnJ Laod Office rulca in dJ'oct oo thc date the rclca,e Is filed. l( Lcsscc fafb or rcfuJa to aoanc and record IUCb release or 
rclcucs 'lrichlo olocty (90) days al\cr bda1 rcqucstcd co do ao by the Oc:ncnJ Laod Office. dico the Commissioner a1 bls tole disactioo may dcsilO* by wri11a1 iosuumc:ot tbc acrcaac and/or 
depths IO be rclcucd hcmmdcr me! record such iosuuman at Lessee', cq>c:ose bi the COUllty or COU11tics when, the kue Is loc:.ted and in tbc officaal rcc:ords o( the Oc:ncnJ Land Office and 
such dcsipudon ab.all be bmdia1 upon Lessee for all purJ>09a. l( at any lime al\cr tbc dfccuvc date o( lhe partial tamuiatioo provuions bcrco(, tbc applkable 6cld rules arc c:haoied or the 
well or -US localed thcrcoo are rcdassified ao thal less acrcaae Is dicrcaftcr alloc:aled IO aid -u or -11s (or ~on purJ)OKS. lhu lease alwl thcmlpoo t.crmlnato u co all ac:reaac eoc • 
dlcrcaller alloc:aled IO Aid wdl or wells for proclu(:oon IJWllOKI. 

I. O FFSET WELLS: tr oil and/or ps should be produced lo oommcrdal quaotiucs Crom a wcU localed on laocl priva1<ly owood or on Stale land leased II a lc:ucr royalty, which -U Is 
wichlo one thousand ( 1,000) feet oC tbc ~ ~l!dod IKmA, or wb.ldl wcU b drai.o.iog lb.c 1Ra QOvcrcd by lhu lc.uc. cbc Laaoc ahall. witbm Jixtr (60) daya al\cr aadl initial productioo from 
die chloioa wcU or die well loailcd within one tbousaKI (1,000) (oct Crom thc area oow:rcd by this lease bqln in aood faith and prol(Qltc diliamtly die drilllo1 of an ofl'sd -U on the eru 
oow:rcd by this lease, and such offxt well ab.alJ be drilled IO such depth u may be acocuuy IO prevai.e tbc undue dnJnaic of tbc ltC& oow:rcd by this lease, and the 1-. maoqer or dnller 
ahall ...., all mcanJ neccsury in a eood Calth c:{fOf! IO malco such ofl'sd wdl produce oil ondfor ps lo oommcrdal quantities Ooly upon the cldcrml.oation cf the Commls.sloncr and with his 
writlc:o approval, may lbe ~c:o1 o( a compcnsatOry royalty wufy the obllp.doo to drill an o!IJct wdJ or -US required 1111dcr diiJ Paraaraph. 

9. ORY IIOLtJCF..SSATION OP PROD UCTION OVJUNC PRl.MARY TERM: ll, dwio1 the primary t.am bcn,o(and prior to discovery and producuoo o(Otl or ps on aid land, 
l..cssce should dr!U a dry bole or boles thcr-, or If dwiog the primary t.am baco( and al\cr the duoovuy and actual production of oil or ps from the leased prcmJJCS such produc:doo thc:rco( 
should ceuc Crom Ill)' c:awe, thls lease shall ooc tc:nn1na!c If on or before the cxplmlon o( sixty (60) daya from date of oomplCtJon o{ Aid dry bole or cc:aatJoo o( production Lcsscc 
commcoccs additional drf1J.iai or rewortdog opcradons thc:rcon, or paya or tcodc:n the acx1 annual delay rental lo tbc ume maoocr u provided bi this IC&SO. If. durina the last y- o( the 
primary 1Cml or within alny (60) daya prior tbcrcto, a dry bole be oomplctcd and abaodoood, or the produc:tion o( oil or p.s abould ccuc for any ausc, Lcssce'1 nghts &hall remain In Ml force 
and dJ'CC( without runbcr opc:ndons 11r1til thc c:xpindoo of the primlt)' 1.crm; and If 1- It.as not IUWDed production in payina quaouues at the cxplmloo o{ the pnmary term, l..cssce may 
maiotalo thls lease by ooodllaio& additional drillina « reworido1 operations punum1 co hnanl>b 10, u.sio1 the c::x:plndoo o( tbc primary term u the date of ccssadon of produc:tioa uodcr 
Puqnipb 10. Sbowd the 6nt well or any subsequent wc1J drilled oo the aboYC described lmd be oomplctcd u a &but-in oO or ps well wilhln lbc pruoary 1am bcnoC, Lcsscc may resume 
payment o( the aooual rcocal in the ume maimer u provided bcrdn oo or before tbc rental Jl9YUII date (ollowina the c::x:plndoa o{ 11.Xl)' (60) days from the date o{ oomplcdoo o( such 111111-in oO 
or po wcil end ui- the whn IO make such psymc:ot, this lc:ue lhall IJ»O f.clO lcr'IIUMl.c. l( Ill tbc cq,lratioo o( !be primary lcr1II or any time tbcrcaJ\a a shut-in oil or ps well Is loc:aud oo 
tbc lcucd prc:owca paymmu may be made in eccordanoc with the Ihm-bl provulons bcreo{. 

10. CESSATION, DR.ILLINC, ANO REWORJONC: I!. al\cr thc c::x:plndon of !be primary t.am. prodvcdon o( oil or ps from the leased prcmlacs. al\cr onoc obtalood, abowd ceue 
&om my ause, thls lcuc &hall DOC Lcnnlo.ale If Lc:uce commmccs oddidona.l drillio1 or l'C"#Olic:lo1 opcndons withm alny (60) d.aya aft.et such ccaalioo. and tbls lcuc ahaJJ remain lo !WI 

• lc:nc me! dfca ror ao looi as IUCh opcndons ooodouc in eood Caidl and in woriaoAOlllcc llllDIICI' without inlanlptions IOtalJq more cbao alny (60) daya.. l( IUCh drillio1 or mvonciDg 
• • Wioos ,-.Jt in the pnxlucdoo or oo or p.s. the lcuc &hall n:malo in f'ulJ force and dfCC( (or ao Iona u oil « p.s u produced Crom tbc leased prcm1Jca lo psyio1 qumuCJes or paymmt of 

m~-in oil or ps -U royalties or p,aymmt of campcnsatory royalaes Is made u provided bcrcut or u pnMded by law l( tbc ckilltq or rewortdo1 opcradons result ia the oompldloa ol • well 
• • :0:. ~ bole, the lca.sc will DOI t.cnnioatc l( the Lessee commmccs addibOOIII drillin1 or rcwor1dnc opcndoos within 11.Xty (60) daya al\cr the complcclon of lhe well u a dry bole, and this lcuc 

• awJ b.i.. In dI'cct IO loo1 u Lc:uce cootin11a drilllq or rcworldo1 opcntlocu lo eood Calth and In a worbnanliu mAIZIDcr without ln.tcmlpCioos loC.IIID1 more than s:ixty (60) daya Lasc,e 
llfwl giYC wri11a1 notice IO the Oc:ncnJ Land Office wilhln th.itty (30) daya o( any ccssadoo o( production 

•••• 
• • • J l . Slf\TT·IN ROY AL TIES: For purpc»cs o(thls pengraph, ·wcu· meaas any v,cll !hat lw bcco usicncd a "'ell number by the awe qa><:y haVUl1 jurudicooa cMr the producuoo o( oil 

and Pr l( Ill any time al\cr die cq>intloo o( tbc primary term o( a lcuc that. 11r1til bdaa &but la.. wu bcin1 malocaioed in (ora, and dJ'cct, a wdl capable o( produc:ao1 oil or p.s in payutl 
• ~ic:s Is loc:a!cd on the lcucd premises, but oO or p.s la DOC being produced for laclc or sultlblc producdoo flcillties or laclc of a suilablc IDl1U(, lbCII Lcssce may pay u a &but-in oO or p.s 

'toyalr/an amount equal co double the aooual rental provided lo the lease, but DOC less than Sl )OO • yur (or each -U capAble ofprodudoa oil or ps in payuia quaouucs. To be dfccove, 
e-.,b initial ahut-lo oil or p.s royall)' mUSI be paid on or before: ( I) the expiration of the primary t.am. (2) 60 daya aft.et the i.a- ccasca IO ~ oil or ps from the lcucd pmnJsa, or (3) 
~ ura al\cr Lessee completes I drillio& or rcwondog opcntion in accordance with the lcuc provisions; whichever date Is latest. l( the sbut-tn oil Of PJ royalty Is paid, the lcuc aba!I be 

• ~~ IO be • producing le&sc and the payment ahall c:xtald the term o( the lcaso (or a period of one yur Crom the cod o( the primary term, or from the rint day o( the month foUOWIOJ the 
month lji which produc:tloo ecu<>d, ood, a.l\cr th.at, If DO sultable producdon (IIC!litics or ,ultablo marltct (or the od or p.s cxlsU, Lasce may c:xtcnd the lcaso for (our more auoccsslve periods of 
·~'ijf- by paying the wnc amount acb year oo or before the cxplmloo o( each sbut-tn year. 

11. COIIIPENSATORY ROYALTIES: ll, during the period the lca,e Is lccp< in dTect by payment o(the abut-in oil or ps royalty, odor ps Is sold and dcllvcrod lo pay\o& quaobtlcs 
from • well located within one thou.sand (1,000) fed o( the leased prcmlsa and completed in the wne produdos reservoir. or lo any c:ue in which drslnaic tff:&f!\} to continue IO 
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aulnl&UI the lc.ase by payina die abut-in otl or ps royall)' aball cease, but die lease ah&ll rcm&111 ctroeuve for &he tunau1dcr or lhc yar (or which lhc royalty lw bccu ptid. The Lc:uc,: m.y 
IIWDlaUI lhc lc.ase (or foui: more IUCCC:SSive years by Lessee pl)'\II.I compcnsa.tory royalty • &he royalty rue prov,ded ID lhe lc.ase of lhe awi{e1 value of producdoo from lhc well caumia lhc 
draiJlaic or which Is completed la the ume prodllCUI& l'CJctVOU and within coe ~ (1,000) feet of lhe lcucd premises. The compc:nwOt)' royalty Is IO be paid moothly IO the 
Commiuiooa bep!IIWII oo or before die tut day of &he moolh follOWU11 die moolh la wb.ich lhe otl or ps Is produced from lhc well caia!ns lhe drainage or tJw Is completed la lhe umc 
producui1 rc:acrvocr and loeated w;dwa coe lhou.wid (1 ,000) feet oflhe lcucd prcmucs; i/lhc compcnsalOt)' royalty pa,d In 111y 12-<nooth pc:nod u In 111 amount less than lhe &1111ual &bw-in 
oil or ps royall)', Lessee &ball pay III amount equal to the di!rCffllCO w,tlw, chlny (30) days Crom lhe cad or lhe 12-<nonth period, and 11ooe or tbc:sc provisiOllS will relieve Lessee of die 
oblipdoo of reasonable ~lopmcnt 11or lhc oblipdoo IO drill olrJd wells u provided in N.R.C. Secdoo 52.034; i.-eva-, ll lhc detcrmlnaooo o( die Commlssioocr, and w;th die 
Commls,ioods wnllcft llf'P"OY1II. the payment of compcnsa.tory royalties aball wufy the oblipaoo to drill olud v.cllJ Compc:nwOt)' royalty paymcou which we DOI timely paid will lCC\lc 
pcn.alty and il1tcrcst In ICCIOldancc with Panarapb , or this lc.asc 

13. U'TENSIONS: If, a1 lhc c:xptraDoo or lhe pnnwy tam of tbu lc.asc, producdoo of oil or ps lw noc been obwned oo die !cued pranbcs but dnllins opcndoo.s arc bcln1 conductod 
lhcn,oo la eood faith and in a eood tmd woriananlike m&1111a, Lessee may, oo or before the ClQ)IBIIOO of the pnmary term, 6Je in lhe General l...aod Office wrilltll application to the 
Commisslooa- of the OcncnJ l...aod Office for a tluny (30) day ex1cmloo of tbu lusc, -.ompan.ied by payment of Three Thousand Dollars (S3,000.00) lf tbu lcuc coven m hundred forty 
(640) acres or less and Six Thousand Dollan (S6,000.00) if thiJ lc.ase coven more th.an m hundred forty (640) acres and the Commissiooa Jha.11. In wnun1, extend lhlJ lcuc for a thirty (30) 
day period from and af\cr the c:xpinooo of the pnmary tcrm and to 1001 thcrealler u oil or ps Is produced la payina quanllties; provided funbcr, that Lessee may, to 1001 u such dnUln& 
opc:radoos arc bc1t11 conducted mue lilcc applicatJoo and payment dw,ng any thirty (30) day ex.tended period for III addlllooal cxtCllSloo or tluny (30) days and, upon reccipc or such 
applicadoo and payment, the Commissiooer abaJI, la wriun1, apu, CXlcnd this lc.asc ,o that ume Jha.11 rana,n In force (or such additional tluny (30) day period and to 1001 thcrealler u oil or 
au Is produced la payina quantities; prov,dcd, hov.cva-, that this lcuc abaJI DOI be extended (Of more lhan a tocal of tlttte hundred runcty (390) days Crom and after lhe cxpiratioo or the 
primary tmn unless produ~oo In paying quanutics lw been obwncd. 

14 US£ OP WATER. SURFACE: Lessee &hall have the ri&bt to use water produced oo aaid land occcua,y for opcntionJ hereunder and tolcly upon lhc leased praniscs; provided, 
bowcYcr, Lcssce &ball DOI use pouble Wllcr or water suitable for Uvatoek or lrripdoo pwposa for waier flood opcndoos without the priOf wnnco consait of Lessor. Subject IO iu obUplioo 
to pay surfacc dam&&cs. Lessee &ball have the ri&bt to l&IC to much of the surface of the land thal may be reasonably ncccssaty for drillin& and opcra1111& v,,clls and transponin1 and marltctin1 
the productioo thcrmom, such 1&1C IO be conductod u.odcr coodiuoos of ICISI injwy IO the sur<xc of the land. Lessee Jha.11 pay sur<xc damaaes In III amount set by die General Land Office 
fee IChodulc which is ctrcc:tivc oo the date wbco the acuvity rcquirui1 the payment of surlace damages OCCW'I 

IS. POLl.lTTION: la devdopills dus area, Lcssce &ball use lhc hi&l>csc dearee of care and &JI pniper wcpards IO prcvau poUuuoa. Without timlun1 the foreeoina. poUutioo of c:outaJ 
wcdaods, nannl WllaWl)'S. riven and impounded Wiier &ball be ~tod by lbc u.sc of CODt:ainmcot facilities suffiacot IO prevco1 sp11Jage, sccpqc or pound Wala contamlnatioa. In the 
eYClll o( polluuoo, Lessee lhall 1&1e aU means at its dupoAI IO rcc:apaare aU cscapcd bydrocatt,ocu or ochct poUutan.t and shall be rcspoublc for aU dam&&c IO public and private properties. 

(A) UPLANDS: Lessee &ball build and malnwn fcoces arouod 1u alush, sump, and dninage pill and tank bancncs to u IO protect llvestoclc &p1IIJt loss, damqc or lnjwy: and upon 
complctioll or abandoamcot of any well or wells, Lcucc lhall 611 and ICYd aU alusb pits and oclbn and complctdy clean up the dnllina site of aU rubbuh thcrcoa. 

(B) SUBM£RC£0 LANDS: No discharae ol aolid waste or pr\)qe &ball be allowed iolO State waicn from any dnllins or suppon YUSCls, producuoo platform. cn:w or supply '-', 
berrc, jaclc-411> ri1 or ocher eqwpmClll locat.cd oo the lcucd uu. Solid wutc &ball include but abaU DOI be limited IO oootaincn, oquipmcot, rubbish. plastic, atus, and any ocher man-<nado 
~IJ'9dablc hau. A lian mu.st be duplayod ID a hi&b traffic area oo all vessels and m&1111ed plat{onns .win&, "Duc:hargc of any solid waste or prbqe Into Swc Watcn Crom YCSKls 

or plat{onns ls llrictly prohibited and may subject a St.ate of Tew !case IO forfcilW'C. • Such swemcnt aball be In lcttcrin1 of at lea.st 1 • In siz.e. 

(C) RIV£RS: To the cxtcnt llCCCSW)' IO prcveot poUutioo, lhc provia,oos found in subscctionJ (•) and (b) of lhlJ paraarapb shall a1Jo apply to riven and riverbc:ds 

(D) PENALTY: Failure to comply w;th the requlrcmmu o(this provision may result in the maxlmwn penalty allov.'od by law lncludin1 forfeiture o(thc !case. Lcssce ahalJ be liable (or 
lhc dam&&es cawed by suc:b failure and any costs and c:xpcnscs lncwTod in clcanin1 lll'CU affcctod by the discharaod wute. 

I&. IDEHITFtCA TION MARKERS: Lessee shall crcQ. al a distance DOI 10 exceed twenty-five (2.S) feet from each well oo the prc:mbcs covcrod by lhlJ lcue, a lcaible li&D oo which 
&ball be 11.alcd the ume of the opc:ntor, the !case dcsi!Plll,ioo and the wcU number. Wbcrc two or more wells on the Ame lcuc or where wells oo two or more leases arc COClllcctod IO die same 
lllllk blltay, wbctbcr by Individual Oow line cooncc:doos ~ IO lhc tank or tanla or by use of a multiple header l)'ltcm, each Uoe bctwcco each well and such tank or header shall be legibly 
ldeati6od II all times, cith<:r by a finnly &llaCbed taa or plaic or 14 ldcntiflQllioo properly painted oo 111ch Uoe a1 a diJtance DOI IO cxccod three (3) feet from such WI.le or bcadc:r COC1Dcctloo. 

Said dgns, tap, pla1es or otha ldcntificadoo maritcn ah&ll be aulnl&Uled i.n • lcaiblc conditloo throus;bout the term of this lcuc. 

17. ASSlCNMVITS: Tbc lcuc may be tnm.sfcm,d at any time All tnm.sfcn must rd"CffllCO the lcuc by the 6Je number and mu.st be recordod In the cowuy v,,licrc the area Is loc:atod, and 
the rcoorded tnm.sfcr or a copy catifiod IO by the County Oen: of die eouoty wbcro the lnDlfer Is rocordod mu.st be 6Jed lo the GcncnJ l...aod Office w;tbl.n ttlncty (90) days of die cxc:cutioo 
dllc, u provided by N.R.C. Scctioa n .026, accompanied by the filiq fee presc:nllod by die General Land Office rules i.n effect oo the date oC reccipc by the GcncnJ Land Office of such 
lnDlfer or CCttlfied 009)' tbcrcof. EYCI')' tnm.sfcrcc &ball succeed 10 all n,tiu and be JUbjcct to all oblipdOOJ, IJ.t,wucs, and pcn.alllcs ov.ed IO the Sw.c by the oripnal lessee or 111y prior 
tnm.sfc:roo o( lbc lcue, mcluditi& any liabllities IO the s:tatc for unpaid royalucs. 

I&. R.£LUS£S: Lca.oc may rclcuc the npu snalod bc:ramder IO die Sw.c ll any time by RICOl'dl.o• lhc relc.ase i.n lhc counl)' where lhlJ area ls 11nwcd aod fillna tbc rcoorded release or 
catified copy of Ame In tbc Gcncnl Land Office within ~ (90) days al\a- iu cxccutloo accomparuod by the fili.n1 fee p,ucnllod by the General Land Office rules in cfrect oo the date n( 

rccdpc by die Ocoeral Laod Office of JUcb release or Oa'll!ied copy lhcrcoC. Such rclc.ase will DOI have die dToa of rclCUU11 l..esscc Crom any liabllity thcrc10fore acaucd In Cavor of tbc Sw.c. 

1, . LI EN: In accordmcc w;tb N.R.C. Scct:ioo 52. 136, tbc Stale &ball have a finl llco upoo alJ oil and ps produced from die area covcrod by lhlJ lcuc 10 .-.re Pll)lmcnt of all unpaid 
royalty aod ocher JUlllJ ollDODC)' that may become due under this k.ue. By~ oftbu lcasc, Lcssce IJ"IIIU the Stale, ia .ddition lO the Uco provided by N.R.C. Sc,c:doo 52.136 and any 
ocher opplicablc a.ulOt)' lien. ao cxpreu oontnerual Ucn oo and ICCWity inla'cst In aU lcasod m.JncralJ In me! c:xnc:t.od Crom die lcasod prcmiscs, aU proccods wbkb may accrue IO Lcssce 
from the Ille of such leased mlncrals, wbctha- such proccods arc held by Lcssce or by a third pa,iy, and aU fixtures oo and improvements IO the lcasod prcm1scs used in 001111cctloo w;th the •• • 
producuoo or procculna of such lcascd mincralJ In orda- lO ICQlrc die payment of aU royalties or ocher amounu due or IO become due under this lcase and IO 1CC11R paymai.t of any damages cl. • • • • 
lou that ~ may su!rcr by rcuoo o( Lessee's breach or any covaw,1 or coodltioo o( dus leue, v,,lictha CXpresJ or Implied. Tb.ls Ucn and ICC\lrity lnterat may be foreclosed wilh or•••• 
w!tbovt court proccodinp In the m1D11a provided in tho Tiile I, Olapc.er 9 of the Tcxu Duslncu and Commcrcc Code. Lcssce aarcca that the Commlsslona- may require Lessee to cxCC\l• • • 
me! record such IMrumc:ou u may be reasonably o~ IO aclaiowledge, attach or perfect thls lien. Lcssce hereby rqnscou that thac arc no prior or 111pcrior U ens arising Crom ..:ft! • • 
rewi.n. IO Lesscc'a acuvitics upoo the abovo-daaibed proper,y Ot Crom Lesscc'• acquu1tioo of th.ls lease. Should lhc Commluloaer a1 any time determine that this rcpl'dCllwlOO Is DOI tn1e, 
tbCII the Commluloaer may declare this !case forfatod u provided hcmn • • : • 

10. FORF£JTUR.£1 If Lcssce &ball w1 or refuse to mw the payment of any JU1D within thlny (30) days af\cr It become, due, or if Lcsscc or an authorucd agent &bould lcnowiagly ~ • • • • 
say !auo rcwn, or !auo report -,c,cn,b,1 producdoo or dnllins. or [{ Lasee &ball Cail or muse to drill my off1e1 wcU or wells In sood faith u rc,qulrod by law 111d the rules and re~ • • • • 
adopltd by die Commissioner of die GcncraJ l.aAd Office, or if Lcssce a.bould Cail to 6Jc rcpcxU I.a the m&1111cr rc,qulrod by law or Cail 10 -.iply with rulca 111d rcsuJatfoo.s promulpud by !ac • 
Gcncnl Land Office, the School Land 8-,1, or the lwlroad Commluloo, or refuse the proper llllhonl)' acccu IO the rcc:ords pc:rui.n.l.n1 IO opcndoos, or if Lessee °' 14 authorlzod aacot 
abould lcnowinsJy Cail or rdwc IO pve oorrcct infonnadoo IO die proper llllhonty, or mowiaaJy wl or rcf\lsc IO fllrnlsh die GcncraJ l...aod Office a oorrcct Joa of any wdl, or if Lessee ab.all .•• 
lcnowincJy vlolaic 111y oftbc nwaial provisloos of this lusc, or if this lcuc Is uslcnod and die uslanmeiu ls DOI filed m the Oaicnl Land Office u rc,qulrod by law, the ri&bts acquitcd ~ ••• • 
this lcuc ah&ll be Albjoa IO forfaturc by die Commisslooa, and be shall forfeit same wbco sufficicotly Wonned o( die (AC;ts which llltboru.c a forfeiture. and v.'bcn forf'dtcd the ll'CI ¥,! 
apu, be ,ubjOCl IO lc.ase IO lbc bl&bat bidder, Wider the uuic ~suJadoos controllin& the anpnal Ille o( leases However, DOCbJa.a bcrcui &ball be oonstnled u waivin1 the ~ • • • 
tcrml.aanoo o( this lease by opcndoo of law or by rcuoo of any apccW limlt.llloo an=1 hcmllldcr FOffoturu may be uc aside and this lcuc and all ri&bu thcrcundcr rclnstat.od before e • 
ri&bts of another lat.crvaK, upoo ...wfaaory cv,dcoce IO the Comm,uloocr o( die Gena-al Land Office of CillW'C compllance with the provuionJ of the law and of dus leue and lhc rules and 
rcsuJatfocu th.at may be adopted relative bcrclO 
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ll . RIYERDED TRACTS: In d1<0 cvail dtls lease cav.:n I rivat>ed. Lcsscc I, ~crcby lpOCiflcalJy p,ml<>d the richt or cminall domain and cooclcmGAIIOD u proy,dcd for in NJLC 
s-:iOCIJ n.09l-Sl.09l. u , pan or the cocwdcraooo mOY1111 co Let.sot for the covcnaots bettin m.adc by Lcsscc • 

11. APPLJCABLE LAWS AN'O ORJLLlNC RF..STJUcnONS: This lcuc &b.all be subjcc:1 to all Nies aod n:suJatiO&U, and amendments dicrcu,, promwpted by the Comml.uioocr or 
die Gc:ocnl Lind Office 1=1 dnllui1 and produang opcntiOC1J oo Pamanc:nt Free School Land spccilically indudu:11 any Nies pn,mwpted thal n:IAle to plans or opcnuocu, payment or 
royal tie:&, and auditin& proccclun:s. and &b.all be subjcd to all other valid swutcs, Nies, rcsuJauons. orders aod orduww:cs thal may a1Tce1 opcralJOCIJ under die pn,vuiOCIJ or thls lease Without 
limiting the sencnlity of the fcnioina. Lcsscc hereby agrc,cs. by the aceq,tance or this lcue, to be bound by and subjea to all swutory and n:gulalory provislOCIJ rclawia to the Ocoenl L&nd 
Office•, audit btllio& nodce and audit bcannp proccdurcs. Sa.id prov!slOCIJ are Qllfflltly found All I Tc:xu AdmlniJuatlvc Code, Cbapla • . and Tc:xu Nanual Resources Code ScctiOQJ Sl.lJS 
and Sl.137 through Sl. l~O. In the event this lease coven land (ranc:hl.scd or lca.scd or otbc:rwlsc used by• navicauoo CllJUlct or by lhc Uruu.d Swci for the purpose ofnavlptioo or otba 
purpose incldco.t to the opc:rarloo of a port. then l.esscc lhall o.oc be entitled to enter or possess such land without prior approval u provided u.nda Sccuoo 61 117 of the Texas W11.1:r Code. but 
Lc:s.scc &b.all be entitled 10 ~lop such land for oil and gu by dirc,ctionaJ drilling; provided, bowevcr, th.II no surface drill in& loc:adoo may be nearer than 660 feet and lpOClal pcrm!uioa from 
the Commiuiona or the Gc:ocnl Land Office b 11cccssary to mru any surface locatioa nearer than 2.160 feet mu.lUJ"Cd Al n&lu an&Jcs &om the Dearest buJJJiC.ld Uno or from the Dearest 

dn:dgcd boctom edge or any channel, llip, or rumio1 basin wtuch b.u bcco authoriud by the Ullitcd Swes u a fodaal projea for fu~ COIISO'\ICtlon. "'b.ichew:r b nearer. 

lJ. REMOVAL OP EQUIPMENT: Upoo the tcrmuwloo or thls lease for any-. Lc:sscc lhaJJ noc. In any evcoi. be pcnn.111cd to n:movc the c:uin1 or any pan or the oqwpmCDt from 
my producina. dry, or abandoaed well or wcllJ without the wnncn COOJCDt or the Commissioocr or the Ocoaal Land Office or hu autbonzod rq,raaita11,c, nor ab.all Lcucc, without lhc 
wriuen cooscnt of aald Comm.lssloocr or hb a:Ulborucd rcprcscntaavc n:movc &om the lcuod premises the CUUII or any ocher equipmeni. maicnal, maduncry, appllllDCCI or property OWDCd 
by Lc:sscc and u.scd by Lcssec In tbe ~lopmenl and produc:uoo or oil or ps tbatlrom unbl all dry or abandoocd ,.ells have been pluucd and Wlbl all ,lush or refuse potJ ba"~ been properly 
filled and all broken or diJcardcd lumber, madwiciy, or &bru shall have bccn n:mowd from the pmnlSCI lO the AUfftcnOII of the said Commwtomr or lllJ autborued rqnKnl&Uvc. 

u. FORCE MAJE URE: Should Lessee be prevented from complyina with any express or implied covawit or thu lase. Crom coaducnn1 drill1111 opcnllOCIJ thcrcoa. or Crom producui1 
oil and/or ps lhcnfrom. after dfort made In eood faith, by rcasoo of war, rebellion. riots, Jlnkes. fires. ICU of God or any orda, Nie or R:IWlllOO of IOVfflllllCOW autbonty, then while 10 
prevcntcd. Lessee'• obllp.tioo to comply with such coYaWlt ahall be ,wpcodcd upoo proper and wisfaaory proof prcscnu.d to the Commiuloocr or the Gcoaal Land Office In IUJlPOfl or 
Lcsscc'J cootention and Lesscc lhaJJ IIOC be llablc for d.lmagc, for {aihu-e to comply therewith (cxcq,c in the event of lease opcndOCIJ suspc:aded u provided In the Nlc, and n:auJadOD.J 
adopted by the School Land Board); 111d thls lease shall be extended while and ,o 1001 u 1..cucc b prevented, by any such c.u.sc, from dnlhna. rcwondna opcndOCIJ or producing oil and/or 
ps Crom the leased premises; provided, however, th.al oodun& bacin-sball be c:oosuued 10 suspcod the payment or rcniau dunn& the pnma,y or encoded tam, nor to abrid&e Lcssec'J right to a 
,wpc:nJioo u.nda any applicable swute or thb State. 

l.S. LlASE S£CURITY: L.csscc lhall cake the hishes1 dcsrce or care ond all proper Afe.,...-dl to proccc:t aa,d pranbcs and to JX'C"COl theft of oil. ps. and ocher bydrocatbou produced 
&om aaid lease. Thb includes. but u IIOC limited to, the insu.lladon of all occ:cuory equipmeni. -1.s, loclca. or ocher appropnalC proloc:tl"e clevica on or M all accca pouitJ Al the leue'• 
produc:rion. pihc:rlo& and sungc J)'Sl.cnu where theft or hydrocarbons c:a:n occur. Lcsscc lhaJJ be liable for the loss oi any bydrocatbcxu n:suhlll& &om thd\ md ahall s-Y die Swc of Tex.as 
royal tic, tbcrcoo u provided bcmn oo all oil. ps or alba hydrocatbcxu IOII by rcuoo or the.fl 

16. R.£Oucno OP' PA Y?,-{ENTS: If, during the pnmary lam, 1 poruoo or the land covered by t1us ,- u lndudod witlwa the boundaries or a pooled unit th.al hu been approved by 
tbc School Land Doarcl In aoconlanoc with Natw'al Raourcc:s Code Sectiom Sl.tsl-Sl. lSl, or ,r. Al any bme I.Ila the cxplt'ltioo of the primuy lam or the CXlcDdcd icrm. Iha leue CO\'U1 a 
ksacr number o( acres lban tbo ~ amount dc1cribed bcrdn.. paymentJ thal IR iudc oo • per KR basu bcrcundcr lhaJJ be rcducc,d acoordin1 to the number or acrcs pooled. n:Jcu,d. 
turrcndcrcd. or ochcrwuc teva"CICI. ,o thal paymentJ determined oo a per KR basu under the tcnru or this lease durin1 the primuy tam lhaJJ be calculaled based IIJ)OG the 11wnbcr ol eaa 
oualde the boundaries or I pooled unil. or, if after the expiration or the primary term. the number of llCl"CI actually raaincd and c:o\'CT'cd by tblJ luse. 

17. SUCCESSORS AND ASSIGNS: The covenants. conditiOCIJ and lgRCIDCOIJ coawned bcmn lhaJJ CXIClld to and be bindui1 upoo tho bcin, cxecucora. ~ SUCCCAOra or 
usiaru o< 1..cucc hcrdn. 

l&. Al'ITIQUTTIES CODE: In the event tb.al any feature or archcolopcal or huuxical lntCR:ll u ...-...lend chain& the act1viues aulhoriud by tblJ lcuc. Lcacc will immodlatdy cea.sc 
.c:t:Mtlcs end will immcdi.aldy aodfy the Ococnl Land Office end the T cus Hillorical Comm!ssloo ,o dial adcqualc mcuwa may be u.odcruua lO prococt or rec,ov,er such clucoYcrles or 
fuwliags. u approprialc. 1..ascc IJ cxprcaly placed oo notice of the Nadooal Hbloncal Pn:scrvatioo Aa or 1966 (PB-19-66, IO Statute 91S; 16 U.S CA • 70). Lcucc Jb.a1J comply w,lh the 

Antiquities Code or T cxas, Cbllpca 191, N atw'al lwourccs Code. u amended.. 

1'. VENUE: Lessor and lessoc. includin1 lcsscc'• IUCCdJOf'I aod uslCIIJ. bacby liJ'CC tbal w:auc for my dispute ltlSllll out or a provwoo of Iha lease, "'tdhcr cxpru, or Implied. 
n:prdin1 intcrpretllfoo of this lease, or n:latin& In any w.y to thls lease or to appllc:ablc ca.sc law, IWU.IC:&, or admlnistn.u-.c Nlca. lhaJJ be III a coun or competent ju:riJdldioo localA>d la Traw 
County, Sale of Texas. 

30. LEASE FlLINC: Pursuant to Cbaplcr 9 o { the Tex. Dus. &: Coen. Code, thlJ lease must be filed of record III the office of the County Cleric In any county In which all or any pen of the 
lca.scd premises iJ located. and ccttified oopi~ tbc:rcn( must be filed In the Ocoaal Land Office The prescribed Illini fee &b.all accompany the ccnificd oopic, ICOl to the GcocraJ Land Office . 

• •• . . . 
• •• .... . . 
••• 

.... 
• .... 

• ······ . . 
.... 

• .... . ······ . . 

5 



3L EXECUTION: This oil and ps lease must be signed and acl::nowtedgcd by the Lessee before it ls filed of record in the county rcoord.s and in the General Land Office of the State or "'· ,. 
Tcxu. . 

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

~~EE~~ 
Dan P. Colwell 

11TLE:. ___ ,~(~ic~eo..JP~c~e~·~l~due~out:....:•:....,.l~awowd-

0ATE:, ___ ~S£ep~t~e~m~b~e~r---""'25,,_,._,~1~9~9~8'-~ 

IN TES11~10NY WHEREOF, witness the signature of the Commissioner of the Gcncnl Land Office of the State ofTe:xas under the seal of the Genera.I Land Office. 

STATE OF __ __;Tc;E:;;X:;;A=S-----­

COUNTY OF, _ _:_M,.:l.:0.:LA'-'N'-'D"------

(CORPORATION ACKNOWLEDGMENT) 

DAN P. COLWELL'· 
BEFORE ME. the undersigned authority, oo this day personally appcarcd'-------~-------------

bown m mc m bc thc pcnoo wbose a.anc iuubsa,l>«l to thc fon,going inmum"'~" VICE PRESIDENT • LAND of TITAN RESOURCES I, INC., 

General Partner of TITAN RESOURCES, L.P." 
------------------------------~·aridlCknowl.edgedtometbatbccxecutcdtbesame 

for the pwposcs and coosidcntioo. thcmD c:xpressed. in the capacity Sl2tcd, and as the ICt and deed of said corporation. 

G;va,undo<mylwkhndseolofofficcthisthc 25th ,r,y 0r_...cS:..:e:.cp..:te:::m:::bc:e.:.r ___ '--,-~,..r--'~=::)¢1.J 
•" '•, MARYLYN GIBBS Notary~ ~ _ 

l°'~'• NOTARY PUBLIC 
J~{, STATE OF TEXAS 

''•,, 
911 

~··.. My Comm. Exp. 12· 16·2000 

STATE OF·----------- (INDMDUAL ACKNOWLEDGMENI') 

COUN'I'YOF·-----------

Before me, the undersigned authority, on this day personally appcarcd'-------------'-----------­

known to me to be the persons whose names are subscn"bed to the foregoing instrument, and acknowledged to me that they executed the 
same for the purposes and crmidcntion therein expressed. 

Giveoundermyhandandsealofofficethisthe. _____ ----',r,yor _____________ ~ 19, ____ _ 

Notary Public ia and face ____________ _ 

••• • • • •• • 
•••• • • • ••• 

• 
•••• • •••• 
• •••••• • • 

• 
•••• • • , .... 

--------------------~.:-a ••••. 
• • 
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Lea11e Number Book/Vol Page Entry County I Parish tate 

TX299-109-148-000-00 78 278 51190 CULBERSON TX 

L. se I.a I State of Texas I Leue Date I 08/04/98 

L.egal Descript1on 

E/2 ot NE/ 1 , NW/1 ~ NW/1 o! NE/4 ot Se l1 n II, Iii k 'jJ Put l 1 Sch l L.an I S.11vey, C'ulbers n C'ounty Texas, c nta1nin9 

~ppr XIIMtely 18 a ,ee as sh wn the !!1 la M.,p ! t:, n C' un•y n t I le r the Texas '::er,eral L.llrid Oft Ice A eur Texas 

990563''4 

-
PROSPECT TX299 - PARAGON INDIAN/ST/ . .. . ~ .. 

,yee(s Account Number AmOunt 

State of Texas Ct)(jx280 . 00 
General Land Office 
1700 N. Congress Avenue 
Aus t in , TX 78701 

/I fan f2.e56u.r a ·s LP /f)_( 
RN Period Beg. 08/04/1999 DELAY RENTAL CHl!C'K N 100420 .... 

• • 
.. , • • • ro DEPO !TORY Y rave been de111gnate1 ,a dep 111t ry for the above des r1bed payment Ple •e credit the proceeds 
t , •••• the pllrt1c11 named and in the a unts 1nd1 ated h u.,:1 any dHCl ulty t any nature ar1Be 00 NOT RETURN our check, but 

• •• , : ,pc.a1t t the r dlt t tte par•y na el n sp 1al a and advise us aa a r as poee.ble t r further 1netruct1ona 

.... . . . 
• • 
••• . . 
••• 

.. ... 
1004 20 



.... . . 
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.... . . . . . .. 
• • .. 

•• . . . . . . 



Check # 101232 v ure P 5{'(,( re ec, l, r: ,a 1 
Property Id/ MMS Eff. Date Recording Information State County/ Parish 

TX299-I 09-148-000·00 08/04/ 1998 11/28/98 BK 78 PG 278 ENTRY 51190 TCXAS Culberson 

M 9%0/ 
I 

Property Name I Lessor 

Comm1SS1oner of the General Land Office of the State of Texas 

Property Legal Description 
E/2 of NE/4 & NW/4 & NW/4 of NE/4 of Section 31, Block 53, Public School Land Survey, Culberson County, Texas, conta1n1ng approximately 280 acres as 
shown on the Official Map of Culberson County on file in the Texas General Land Office, AuStin, Texas 

x~<()).:c 
61U90 

Payee Name & Address SSN/Tax Id Number 

State of Texas, acting by and through the 
Comm1ss,oner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
Au::.tm, TX 78701 Account Number 

Total Bank Charges 
0.00 

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

08/ 04/2000 12 Delay Rental 280.00 0.00 

.... . . 
rr ,. 0.00 0.00 . . .... 
-

I I • 0.00 0.00 ...... . . .. .. 
; ( I • . 0.00 0.00 . .. - -
• I 1 • • 0.00 0.00 

Instructions to depository: you have been designated as depos1tory for the above described payment(s). Please credit the proceeds thereof to the parties 
named and 1n the amounts Indicated. Should any difficulty anse, make the deposit 1n a special account, and contact us 1mrned1atelN ~ 1 Q 12 3 2 
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······ . .. .. . . . 
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Check # 102565 
Property Id / MMS Eff. Date Recording Information State • County / Parish 

TX299-109-148 000 00 08/04/1998 11/28/98 BK 78 PG 278 ENTRY 51190 
... . • T~ aC •: Culberson . . . . . . . . 

M 99607 
. . • . . . . • . • . ... . 

Property Nam e / Lessor 

Comm1SS1oner of the General Land Office of the State of Texas 

Property Legal Description 

E/2 of NE/4 & NW/4 & NW/4 of NE/4 of Section 31, Block 53, Public School Land Survey, Culberson County, Texas, conta1n1ng approximately 280 acres as 
s."lown on the Offiaal Map of Culberson County on file 1n the Texas General Land Office, Austin, Texas 

\d-levvv 
Payee Name & Address SSN/ Tax Id Number 

State of Texas, actlng by and through the Comm1SS1oner of the General Land OH1ce 
1700 N. Congress Avenue Federal Tax Withheld 
Austln, TX 78701 0.00 

Account Number 

1

Thre rrrotA.(r'~ (R v::Rn.ro Total Bank Charges 
0.00 

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

08/04/2001 12 DELAY RENT Al 280.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

n1n11rir,- ~ 
I I 0.00 0.00 ==v-rJJJ'f 

InstructJons to depository: you have been designated as depository for the above descnbed payment(s). Please credit the proceeds thereof to the parties 
named and 1n the amounts 1nd1cated. Should any difficulty anse, make the deposit 1n a speaal account, and contact us 1mmed1at1(J ~ 1 Q 2 5 6 5 



• • •• • • •• • • • • • • •• 
• • •• • 
• • • • • • ••• • • • • • • • • 
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Check # 9901469 •• • . 
Property Id ·/ MMS Eff. Date Recording Informatioa• • .. • State County/ Parish 

TX29Y-109. 148-000-00 08/04/1998 11/28/98 BK 78 PG 278 ENTRY 51190 • . . • • : Tex Culberson . . . . • 
M·99607 . . . . . . ... 

Property Name / Lessor 

Commissioner or the General Land Office of the State of Texas 

Property Legal Description 

E/2 of NE/4 & NW/4 & NW/4 of NE/4 of Sect:1on 31, Block 53, Public SChool Land Survey, Culberson County, Texas, containing approximately 280 acres as 
shown on the Offiaal Map of Culberson County on file In the Texas General Land Office, Austin, Texas 

0204~29 9 

Payee Name & Address SSN/Tax Id Number 

State of Texas, acbng by and through the Commissioner of the General Land Office 
1700 N. Congress Avenue Federal Tax W ithheld 
Austin, TX 78701 

Ii J 

0.00 
Account Number 

Total Bank Charaes 
0.00 

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

08/04/2002 12 DELAY RENTAL 280.00 0.00 

I I 0.00 0.00 

-,n 
I I ··, 0.00 0.00 . 

-s= ,...';'") 

I I 0.00 0.00 -

" :J.XU 
I I - 0.00 0.00 I '-

Instrucbons to depository: you have been designated as depository for the above descnbed payment(s). Please aed1t the proceeds ther);O~O ;pe pa~es 
named and In the amounts Indicated. Should any difficulty anse, make the deposit in a special account, and cont.act us Immediately. ~ j LJ 14 6 9 
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