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APPLICANT 
AGREEMENT 

• 

039608 
AUGUST 4, 1998 

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

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

APPLICANT ~N~am~e __ T_I_TAN __ RE_S_O_UR_C_ES_,_L_.P_. _____ ~ 
IDENTIFICATION 

500 W. TEXAS, SUITE 500 TO APPEAR ON Address ;cc.cc=c;:;c.. _________________ ~ 

LEASE (type/print) 

AREA 
DESCRIPTION 

DID 

City MIDLAND State TX Zio 79701 
(Include <4 Code) 

Telephone ( 9)} 498-8600 

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

53 33 (If Applicable) 
Block!fsp. Section/Tract Acres . .,.-.,,...,-,...,.-- ----- ----

(If Applicable) 

640 

,c{A:.,)_,Cas=h'-'B"-'o"'n"'us'-'E=nc.ccclccos=e=d ~($~) _______ (<ypdprin< amount below) 

•t•• SUBMISSION 
$16,627.20 ..... 

• . .. 
• • • ••• 

MGL.NO. 

12 · 

APPLICANT 
TAX I.D.11 

SIGNATURE OF 
AGENT 
(type/print below) 

,c{Bc.)-=S=al"'es'-'F'-'e-'-e ""A~tta=c=hc~d~($~) _______ (1ypdprin< amounl below) 

249.41 
This Sales Fee is I· 1/2% of the cash bonus as provided in Section 32.110 of the 
Natural Resources Code as amended. 

APPLICANT (same as above) 
TITAN RESOURCES, L.P. 

,ff4zc"* 
v;ohn E. Lodge . 

BONUS Al\1:0UNT ONLY (A) 
~ Not include sales fee) 

($) 16,627.20 
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~ustin, 'Otexas ---· -

OIL AND CAS L£A5E 
NO. M.-9%08 

WllEllBAS. ~ l lO Ibo TCXIII NMUtal Raourcca Code~ 32, 33, 51, aod Oi.pler Sl, Subchaplcn A· D 11111 II, (Aid Code bcina bcrdnaller rd'cmd to• N.JI..C.). aod IUbjc,ct 10 all 
rules IOd rccuJatiON promulptcd by the Commissioner of the Geocnl Land Office llld/or ibe School Land Bolnl punuanc lhcrclO, IOd all ocher 1ppUcable ,wu1a IOd amc:ndmmu IO Aid 

N .R.C., tbc following wca, to-Wit: 

SECTION JJ, BLOCK SJ, PUBLIC SCHOOL LAND SURVEY, CULBERSON AND RE&V&S coumu..s. TEXAS, CONTA.ININC APPROXIMATELY '40 ACRES AS SIIOWN 
ON 110: OPFlClAL MAPS OP C'Ul..BERSON AND RUYES COUNTU'.S ON F'lU lN 110: TEXAS CEN£RAL LAND OFFICE, AUSTIN, TEXAS, 

-. allcr bciJ11 club' adYcrtbcd. offcrcd ror leue 011 Ibo • 111 day o( Aupsc, lffl, " 10:00 o'dodt un... by Ibo C,ommlaiOllcr ol lho Gcncnl 1.-1 Of1Jce ol lho Stlle of TCX111 lllld tho School 
Land B<*'CI o(lho SDto o(Teu1, forlhuole IOd ooly pu,po1e ofprospc,aill1 md ckilling for, 11111 producia.1 oil llld/or ps tblt may be fow1d IOd producedl from Ibo abow delcn'bcd 8l'C8: IOd 

Wl!EJIJ!AS, after 1111 b4dl md rcmimoccs whlch WU"O rcoclwd vp IO Aid lime haw 1,-, duly couldc:rcd by !be Ccmmiaoocr ollbo Gcncnl 1.-1 Offico-S Ibo School t.-i Bo1rc1" a rcpilar 
mccda1 d>creo( ID tbc o-..1 l..aDd Offioe. C11 lho 4111 day o( Auc,al, U91, bcrdnaller lho "dToc:dw dli.• IOd II - found and detamiDod lhM TIT AN RF.SOURCES, LP. wbolrc adck'CSI ls 
500 W. TiXAS, sum 500, MIDLAND, 1iX 7970 I bid offered the hlal>cst IIICI best bid for a lcuo ol tbc wca abow delcn'bcd -S Is, lhcrcf~ aitidcd m r=w a lcuo ~ 

NOW, TIJER.EFORI!, I, Gany Mauo, Commlaim« oltbc Geocnl Land Of1Jce ollho SIIIIC of Tew, berc:ina&r IOIDdimes rdcmd 10 11 "Lc:aor; v.-tio. eddr'CU b Amlin, Tew, by virtue ol 
Ibo mdloric)' vellCd ID mo -s ID ccmidcnllioa ol lhe ~ by lhe bcrdnaJ\cr clcsipaled L-. Ibo ,um ot Sh:kn TloHuM Sb nuadm Twml)' Sa'tll ud 10/1 oo o.a.an {S I ',617.J.O). 
reodpl ol..t.ldl la hcrwy ~ md o{lbo royaluc,,.-11, ,tlpulalioas IOd caiditlom comamod IOd hcrwy ap'ocd 10 be peld, ot.cr-1 IOd pcnormecl by Lc:ace., do bcrcby demi&, 
snnt. lcuo IIICI let WIIO tbc abow maitioocd bidder Ibo c:xdusiw rfsbl IO prolPCCt for, Jlrodl- llld llko oil llld/Ol ... from lhe aforesaid - upcm tho foUowlng 1C:r1IU -s CODditiom, io-wlt: 

l . llf.SEJlVATlON: There ls ba'Cby c:iccqxcd and rcacrwd lD I..-- Ibo Ml ue oldie propcey ~ bcrd,y and all rfat,t, with l"ClpCld 10 tho IUrfxc aod IWlllll'faco lha'eoffor my aod 
all pur1)C*I cxccpl tboec p.iod aod lO the CXIIClll bcn:iD pmled IO 1.-., toactbcr wilh lho riabu o{ mar- aod cpus md me o{ Aid bDds by t.c.of aod lb mlncral kacca, (or purpalO ol 
cxplorln1 for aod produdq die m1-wJ "'ticb 1n DOI cova-cd, or wbicb may DOI be~ ID the flinn, Wida lho liCnllJ ol lh1s 1-. but wbicb may be '-'«I wit.bin the IUl'face bolmdariea ol 
the lcatcd wca. All o{ die rip,b ill aod 10 lhc ICIICd prcmbcs retained by 1-IIICI all ol lho rf abl:I ill aod IO Ibo k:lled prcmbcs pmlcd IO Lcs,c,c badn lhal.l be acrcbod bi ....:II a ..__- lbal 

odlhc:r lhall llllduly lnletf'cn with lhe opcntiana of the ocher. 

1. n:R.\t : Subjc,ct IO tbc Olhcr provuiolls bereo( lh1s lease &hall be for a l.Cl'III of live (5) yes1 from Ibo dTec:dw dMe bcrrd(bcrdn called •primary la'lllj aod as loq tbcrea.tl.c:r u oil°' pa 
ls produced in PIO'UII quantities Crom uld area. 

J. DELAY RtNT A.LS: lf DO well bo commenced oe tho land ba'Cby loacd oe or before lhe 111111---, dMe ol lh1s lease, this 1-aball laUWlltO u to bo1b 1*1JC1 l1Dlcsa lhe Lcuco oe or 
before aid dale a.ball pcy or lcDdcr IO lhe CommlJliooet o( Ibo Ocncnl uod Office o{ lbe Smo o( T- " Allltin.. T c:us, Ibo ..., o{ Ooe Dol1a- (S 1.00). pu .en, wbic1a lha1I opcnlC • rental 
and CICMl' the privikp o( ddcrri.o1 lho commc:nccmait ol a well ror lWdve (12) mOllthl Crom uld d8lo. In lib - IIICI upon lib ~aiu or ICDdcri tho -t ol • well may bo 
l\,nl,or dcrcmd for lib pcrlodl oflbo- number ofmoethl IUCOCUlwly clurln1 Ibo primlry ICnD bcroof. 

(. PRODUcnON ROY AL TIES: Subject IO dlo provbloo.s for royalty rccb:dou set OUI in IUbpM'qnpb (B) or lh1s .-.. •. upon producuoo o( oil and/or pa, tho Lealoo a&J'eCI IO pcy 
or-10 be peld 10 the CommiJslODCtoftbo Oc:nmal 1..-1 Office in Ausun. Tc:us, Cor the u.o aod bcocfil o(the Stale ofTcxu, durlns tbc l.Cl1II bcreol: 

(A) 0 1.L: M a royalty Oii oil, wblcb ls dcflncd u lncludina all hydrocarbons produced In a liquid form at lhe moulh of lho wcll and abo all conclcnsalc, diJliJJatc, and Olhcr Uquld 
hydrocarbon, rccova-cd Crom oil or ps run ihrou&h I ICpllllllor or ocher equipment, u hcrdnaJ\crprovldod, ~ I*' oflbo v- productlOII or lhc mancet value thereof," lhe option o(tbc Leaor, 
audi Y91uo IO bo delcrm1-I by I) Ibo hlpeM polled prioe, plua p,anlum, if any, offered or peld (or oil, condensate, dlsdlbte, or ocher llquid bydrocwbona. rcspocti-dy, of a lilcc type and gnvity 
in the lfflCl'1U arca when producc,cl and wbas run. or 2) tbc hlgbctt mar'a:t price lhcroof offered or paid In the gmcnl area wbCR produced IOd wbm run, or 3) the pou proceeds or the u1e 
thereof. wblcbc:vcr b the ara-. Lcs,c,c aarca !hat before 1111y ps produced from tho land bcrcby leucd ls IO!d, used or procaaed ui • plant, h will bo NJ1 free of COil lO Lcaor throu&h • 
lidequlto oil and ps ,cparat« of coavaitloul type or Olhcr c,quipmcot at least u dlidait lO tbc end !hit all liquid bydroca,boos R>CCMnblo from Ibo gas by 1Uch meam will be ~ Upon 
wrinm COllJClll of Leaor, lhe rcquircmco1 lhal such ps be nm throup such a aq,erator °' Olhcr c,qu4imcol ouy be walwd 11poo such lamS and conditions u prcsa,'bcd by Lcuor. 

(B) NON-PROCtSSl:D CAS: M • royalty on .,y ps {lncludln1 O.....S ps). whlcb ls defined u all bydrocerl,olu and ..,_,.a ,ui.- DO( ddillocl u oil in ,ubparlarapb (A) above, 
producc,cl from any well Oii Aid land (except as provided herein will> rapcct IO ps pr'OCalcd In a plane for Ibo cxrnctlon o( auoliDc, tlquld byclroalt'-s °' Olhcr prodllcu) 115 pan of lhe pou 
production or the -1ccc value lhcrco( at lhe optlon o( lhc !Ator, IUCh value io be bucd oe Ibo hl&b<* mn:cc price peld or otrcrcd Cor ps o( oompwablo quality ID tho gcncnl arca when 
produced IOd when run. or the lfOII price pilid Ol offered IO !be producer, wblcbcva- ls pQla provided !hit !be awdm11111 prcaure base in IIICUU'UII the ps lllldcr tbia ·-OODll'ld aball DOl M 
any Ii.mo exceed 14,6., pounds per~ IDcb abloliac, IIICI the ICaDdmd base ICmpc:nlln aball bo IIXl)' (60) dear- fabrenbd.l, QOITCCQCII IO bo made for P'CIIIIR accordin& IO Boyle'I Law, and 
for ,pc,clric anvilY acootdio110 1a1 made by tho nai.- Mctbod or by the - approw,d mccbod of latln1 bdn1 ued by Ibo lDdvsuy a1 lhc time of leldaa. 



(q PROCESSED CAS: M • royalty on any ps pn,ccucd in • guolinc plan1 or other plan1 for the rccovay of guoline or other liquid hydrocarbons, 115 pan of lhc residue gu and 
tbc Uquld bydrocatboos cxtractcc1 or the 111.ncct value lhttooC, &1 lhe opcloo of the Leuor. All royaltlca due bcttin &hall be based on ooc hundred pcrcco1 (100%) of lhc IOI&! plan1 production of 
raiduo ps attributable to ps produced Crom this lease, and on fi f\y pct'CCIII (50%) or lh&I pct'CCIII accndna 10 Lessee. whichever Is lhc gruter, of lhc total plant production of lJquid 
ltydrocer1,oos. anrlbutablc IO the ps produc:cdl from Ibis lcasc; provldod lh&l tr liquid llydtoc:&rbonJ are l'CICOYCl'Cd from ps pn,ccucd In a plan! In which Lcssoc (or tis patCl.11, subsldiary or 
11lliliac) owns an lntcrat, thCll the pct'CClltagc appllcablc to liquid hycir-boo.s &hall be fll\y pcrccol (50%) or the blgbut pct'CCIII accruing IO a lhlrd party processing ps lhrougb such plani 
mdcr • procc:ssioa agrccmco1 oc&O(iatcd III aruu' length (or if there Is no auc:h lhlrd piny, lhc blgbeit pcrca11 lhco being rpcclficd In procc:ssiog aarccmcnis °' coolrletl in lhe indu.suy), 
wblcbewr Is lhc IJULct. The respective royaltlca on rcslduo ps and on liquid bydroca,t,oru &hall be dclamlnod by I) the blgbut mar1ccl prioc paid or offcrod for any ps (Of liquid 
'Ydioesbons) of comparable quality La the scocraJ uu Of l) lhe pou prioc paid Of oO"crcd for auc:h residue ps (or lhc wdghtcd avaqe grou selling price fOf the respective grades of liquid 
bydrocatboos). whl~ Is the greater. In oo event, boweva-, lhalJ the royalties payable under this Jlll'IRPh be less than lhe royaltle, which would have been due bad lhe gu no( been 
proccued. 

(D) 011CER PRODUCTS: M a royalty oo carbon blaclc, sulpbw- Of any other product, produced or manufacturod from ps (cxccpcing lJquld hydrocarbocu) whether said ps be 
"cuinghead, • "dry" or any other pr., by Ctac:donaling, bwnina or any other procc:ssiog, 1/5 pan of srou production of such producu, or lhe aw1c.ct valu.c thereof, at the opcloo of Leuoc, such 
maricct value to be dclammcd u follows· 

( I) Oa lhc basis of the hlabest man.ct price of each product, dwma lhc same moolh in wblch aucb product lJ produced, or 
(2) Oa lhe basis of the avcnac poss Ale price of each product for the same moalh La wblch IUCb producu are produced; whlchcvcr IJ lhe crcatcr. 

{E) V AJUABLE ROY AL TY: (i) Subject IO lhe other provlJlooJ of this lease, It Is bcttby provldod lh&I In the event production In paying quantities is established punuanl 10 lhc terms 
o( lhb lcuc and auc:h productloo Is bcvugbt on line and Alea thereof are commenced within twcnty· four (24) monlhJ of the cffccc.lve dale hereof, lh.c f0)1111ty rate provldod herein &hall be 
rodi,ood to 11.15%, and ahalJ apply to each aablequc,n1 wdJ drilled md produocd on lhc land cowrcd by Ibis lcasc. Providod llw. if during such twall)'· four (24) month Lenn durlna which 
t-llll)' earn a rcduocd royalty nu of 18. 75% u bcrciA provided, Laroe abould drill la sood faith and complele the fint wdJ u a dzy bole on the land COYa'Cd by this leuc, Lcuce may 
nocd¥e a tbtcc (J) moo.th c:xlCl1SioD of the tcrm In which to earn a roducc,d royall)' nite by aivln1 ootice to the Commissioner of the Oc:ocnl Land Office, oommcncing driUJn1 opc:nlions on an 
additioaal wdJ prior to the cxpintion of JUCb throe (J) month period and proscwtiag diliacotly and la sood faith lhc drilling of IRldl additional well and oomplcting same ao Iha! production In 
pa~ quantities Is cstabliabcd and ao lh&l sudl producdon l, brought on line and Ales lhcrcof are commenced prior to the cxpintion of such lhrce (3) month exklUioo period. 

(u') In the cwnt production la pa)'UII quantities Is cstabl.isbcd punuant to the la1IU of thb leue and IUCb production Is bcvugb1 on line and u.lcs lhcrcof are commcoc:cd allcr the 
c:xpindoll ofl'WCCl)'-Cour (24) months from the dfccc.lvc date bcroofbul prior to the cxpintion o(fony-dgbl (0) monlhJ from !he effective date hereof, the royalty raic providod bcrci.a sh.all be 
rcduocd to U.375% and sh.a1J apply IO each a1bloquco1 wdl drilled and produced oo the I.Md oovcrcd by this lcasc. Provldod that, if durlna sudi twcnty· four ('14) monlh term durin& wblch 
Lcucc may earu a rcduocd royalty l'IIIC of U.375% u bcrciA provided, Lcucc sbould drill la good faith and complete the fant wdJ u a dty bole oo the land oovcrcd by thb lease, Lessee may 
rccdw a three (J) moo.th cxtcoJlon of lhc term la which to cam a rcduocd royall)' rate by glvina llOllce to the Commlsslooer of the Oc:ocnl Land Office. oommcodng drillina opcradonJ on an 
additional wdJ prior to !he cxpintion of IUCb throe (J) monlh period and pn»ccutln1 dillacotJy and la good faith lhc dnllina of IUCb additional wcU and oomplctina ame ao lh&I production la 
~ quantities Is cstebllshcd and ao th.a IUCb production Is brougbt oo line and Alea thereof are oommcoc:cd prior to lhc cxplnrloo of IUdi lhrce (J) month CXICOJion period. 

(P) NO DEDUCTIONS: Lcucc aar- !h. .U royaltics aocnaln1 to Lcaor Wider thb leue ahalJ be witboul dcdu<:tion for the COil of producing, transporti.aa. and ochawbc maldna !he 
oil, ps aDd odlcr producU produced bcmlDdc:r ready for Ale or IUC. 

{C) R.OV AL TV IN KIND: Norwitlulandlq aoythlq contaiocd bcrd,, to the ooncrvy, Lcaor may, &1 111 opclOQ, "POO DOC leu lhan 60 ~ notlcc to 1.-, require at any time or Crom 
time to time th.a ~ all ol all or 111y royaltics accndng to Lessor widcr thb lcuc be al8dc La lcind wit.bout dccluaion for !he COil of producing. p.thcring. aoring. separating. l1eaUII&. 
~ oomprcuiq. proccaaing, u.uportiq md ochcrwilo IIIAldq the oil, gu and other produda produocd bcrcundcr ready (or Ale or u.sc. Lcaaot'1 riaht to ~ 111 royalty In kind 
&all DOt cimin.lsb or IICplc 1-'1 rigblS or Lcacd1 obllpdons. wbctbc:r c:xprc:a or Implied, wider thlJ leue. 

(0) PLANT FUEL AND RECYCLED GAS: No royall)' ahalJ be pqablc Oii 111Y au u may reprcacot thb leuda propoltloutc aharc of any fud used to process ps produced 
i.a-- fa 1111 proccain& plml. Notwitb.standiq lll)'lhma cootalncd bcrciA to the cootnry, and aubjcct to the coo.acot in writiaa of the CommlssiCIIICl" of the Gcncra1 Lmd Office, Lc:ace 
...,. l'CC)'dc au for au lift purpolCI OD !he lcaJed pn:m.isc:s aft.er tbc liquid ~ contaiocd la tbe ps bavc bcca rcmowd, and DO f0)'1lltics sh.all be payable on the ps IO recycled until 
lld time • the - may lhcrc&l\cr be produced and IOld or ucd by Lcucc la IUCb 11111111ct u to C11til.le 1-to a royall)' tha'COII UDdcr the royall)' provisions of this lcuc. 

(I) MINIMUM ROY AL TY: Ouriq my yes aft.er the c:xpindoll ol lbe prmury 1CnD of thlJ lease, tr thb leatc Is maintained by production, the royal I.lea paid 10 Lcaor In no event ahalJ 
be lea ibm m IIIIOUIII equal to the toeal anoual delay rental bcrd4 provided; ocbawlac, there ahalJ be clue and payable on or before the lut day of !he moo_lh suonccdlng lhc annivu-my date of 
tbb 1eatc a 111m equal to the lDla1 ommaJ rental lcsl tbc amount of royaltica pud duriq tbc preccdlq r-, 

(J) MARGINAL PRODUCTION ROY AL TY: Upon Lcucda wriua, applJddon. !he School Lmd l3oercl ~ roduoc !he royall)' rate 1c:1 out In this ~ and/or the minimum 
royall)' Id out In ~ 4 (1) to cxlald tho - le lifo o( thb leuc and --cc rcoo-y ot oil or ps Iha mlgb.t otb«wile remain IIII.RIOCMrod. Any such royalty roductioo mUJI 
oonlorm to tbc roquirc:m<:aU ol aoy School Land BOlrd ~w Nles oo dw oubjed. Royally ~ DOt be reduced be.low !he applic.ble IWltlOI")' minimum. 

5. ROYALTY PA YMF.NTS AND R.EPORTS: All royaltle:a DOt lalcm ill kind ahalJ be paid to the Commluloncr of Ibo Gmcnl Land Office • A.UJtia,. Tc::xas, la the folJowina ID&llllCr. 

hyma,t o( royall)' oo prodoccloa o( oil and pa ohall be u p!'(Mdcd la the nala IC( Conll ill tbo Texas Rqiala. llwca QOTCOl.ly provide Iha royall)' on oil Is duo and mlllt be rooc:iYOd in the 
Omcnl Lmd Offico 011 or bclore Che Sm day (1( tbo ICCOlld moodl wococdi111 tlM monda ol produdion. md royall)' oo ps u due and mUJt be received in lbe Ococn1 Laod Office oo or before 
a.. ISCb ~ ol tbo ICCOlld IDOlllh --Saa !he moath ol production. ~ by Che o.ffid.tvit of die_., ~er or other llllhori.r.cd lllffll!. com9ictod La lhe form and manner 
prac:n.1*1 by die Gmcnl Lmd OOioc md abawlna lhc croa IIIIOUlll and dupolili<Nl ol all oil md ... produced md the lllfl.d value of tbc oil and ps, IO&cthcr with • copy of all documcntJ, 
m:ordl or rcporu oon.lirmJlla the croa produdion. dlJposlli<Nl md msb( valoc UldlGftl ps mdcr radiqa. plpdiAe rcodpu, ps line rcodpta and ocher cbcda or memoranda of - oun1 
prodiaood md put lato ~ lmb, or pools md pa llDcs or pa 11.0n&C, md any ocher rq,oru or m:ordl wbldl Che Ococn1 Land Office may n,qulrc to vaify the croa produdion, 
dupoliti,oo md mslcd val11e. In all cucs the mudlority ol • manaccr or arcot IO act (or tbc Lc:ace ltcrdll mUJI be filed la the Ococn1 Land Office. Eld! royall)' paymcn1 sh.all be IIOCOl!lpenicd 
by a choc:k atub, Khcdu.lc, IQIII.IDII)' or other rcmiaancc advice lbowia& by tbc ua,ncd Ocacn1 Lmd omoc lcue number the 1moun1 of royall)' being paid on each lcuc. IC Lcsscc pey1 blJ 
royall)' oo or bclore iblny (JO)~ al\cr the royal\y Pl',)'1DClll wu due, lbco Lc:uce owa • penalty o(S oo the royalty or W .00, wblc:bcva- l, IJ'QICr. A royal!)' paymcol wblcb Is OYO' iblny 
(JO) ct.ya 1-abalJ --,ie a pmalty o( 10% oCthe royall)' due or W.00 wbk:bcY'Cr Is pad.er. la addili<Nl to • penall)', royallics lhalJ accnie lntcrcst &I a !'Ille of 12% per year; 1Ucb latcrcst will 
bcp eoc:rulaa wbc:o tbo royall)' l, ~ (60) ~ CMrduc. Affidm!S md IUppOl1ing dc)QanCOIS which are DOC filod whco due sh.a1J laQir a penalty In an amount Id by the Ococn1 Land 
Offioc ~ rule wbldl Is dfec:tiw oo die dlll.e wbm Che o.ffid.tvilS or lll!)l)OrUJI& doamlC111S _.., dllC. The Lc:uce ahalJ bear all respoos,'bi.111)' for ~ or causlna royalties to be 
paid • prac:n'bcd by Che due dale provided bc:rdn. ~all oldie dd.iDqucDcy pcull)' ahall la IIO wry opcntc to prohibit the Stll.C'a rigbl of forfdturc u provided by law nor act to postpODe 
tbc doitc oo wtildi royalties wa-c origlully due. The aboYo pcnall)' Jll'CMlkXll sh.a1J IIOI apply la c:ua of tlllo cll,putc, u to lhc Staid, portion of the royall)' or to lh&I porlioo of the royalty In 
&lpUl,o u to (air m.-1.:d value. 

'- (A) JU:S£RVES, <X>NTRACTS AND OTil£R R.£CORDS: 1-mall anaually l'\lruiJla die Commwionaofthe Oc:ocnl Land Office with if.I belt poui'blc estimale of o{I and ps 
~ 1llldertyula dw leuc or .uoc.bk to dila lcuc wl mall fwnlab Aid 0-mlodoner with copla of .U oonuacu uadcr wbldl ps Is told or procc:ued and .U 11W11C1Q11C111 aarcc:mC11t.1 and 
MDCDdrnml• to IOcb ~ widlla iblny (JO)~ aft.er cmcriq IDtq or m.akin& aich cootncU, acrocmcois or amendments. SllCh conuacu and agroanCOIS wbco recd-.! by lhe Oc:ocnl 
Lmd Offioc aball be bdd la COllfidcocc by Iba Oc:ocnl Llllld Office mleu otb«wile audiolhod by Lcuee. All other oontncU md n,cords pauln1na to lhe production, tnlUpOrtlllion, Ale and 
...rb:daa o{ the oiJ md ps prodiaood 00 o.aid prmwcs. lodudlq tbo boob md -.._ rcodpU md cllJch.qa o( a1J wclla, tmb. pool&. mclen, ood plpdlocs &hall Ill all time, be IUbjcct to 

mpcctjoa and cxamhution by die Commluloocr of die Gcncra1 Lmd Office. die Aa.onlcy Gmcnl. die Governor, or tbc rcprcscotatlvc of any of tbc:m. 
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(B) ORJ u.JNC RE-CO RDS: Wri11a1 aoticc a( all opcndons oo this lcase ahalJ be submlu.cd IO the Coaunwlooct o( die 0cocnJ Laod Office by Lcucc or opcnlor five (S} daYJ bcf ore 
ll)lld date, ~ . nxnuy, tcmporwy libmdoamcaC or pluc md .i-donmCIII of any well or wdla. Sud! wnu.ca DOCicc IO lhe OcocnJ Laod Office ahalJ mdlldc coplca o( Railro.d 
~ fonDt r« "l)l)IICIIOOO IO drill Copies ol wcU tata, complcdoo rq>OIU -S pluc.giq rq,ons ahaD be ,uppl,cd IO tbc OcocnJ Laod Office a1 die time they ll"C filod wida tbc Tau 
bi.tro.i Commlal<>o Lc:uce lhall lUPl)ly the OcocnJ LIDd Offl<lC with • Y rocords, mcmonoda, eocounu. reports, cuttiq:s and CORS, or other bil'Ol'lllltioo rcbtivc to the opcntloo o{ che 
~'bod prani.sa, whldi m-r be rcqucstcd by lbc OcocnJ Lmd Office, In lddlt>oo IO thole bc:rdn aprwly provided for. Lcace ahalJ have an dcc:lrical md.'or ndioecuvi(Y IUt\lq 

a.de oe the bcJro.bole tcetioa, from 1bc t.sc o( die IW'facc QSU\l to tbc toal dqJch of wdl, of all wdb drilled oo the above dClcn'bcd prc:mbcs and ahalJ .,_i.1 a tnic copy o( the lot of each 
_.vey oo cacb well IO !be OcocnJ I.And Office widwi 61\om (IS) day1 al\ct !be making o( aaid IUl'YC)'. 

(q PENAL TI ES: Lc:uce aba1I incur a penal()' wbcoew:r rq,oru. documcou or other mAU:riab a.re DOC filed la the Ocncnl Laod OO'icc wbco due. The penalty (or late filing lhall be Id 
by the Ocncnl Land Office adm lnuuatl vc rule whldi ls dfc:,cd vc oo the dale wbco tbc matcrials were due lo the Ocncnl I.And Office. 

7. RET AINEO ACR£ACE: Nocwithstandina eny provisloo of this lease 10 the cootrary, al\ct a wd.l produdng or capable of producing oil or ps bu bcco oomplCICd oo the leased 
pranlscs, Lcsscc ahall cxcrclJc the dillgcocc of a rcuooably prudc:ot opcntor In drllllng IUdi additional well or wells u m-r be rcuoaably 1>coc:uary for lhc proper development o( the leased 
prcmbes and In man.ctin1 the produclioo tbcrcoo. 

(A) VERTICAL: la !be c:vait tblJ lease IJ In force and dfoc:t two (2) yun alla the c:xplratloo d8lo o( the pnmary or CXlCOdcd 1aUI 11 llhall lhcn la'llllllalc u IO all o( die leased prcmlJcs. 
EXCEPT (I) •o iOCrC1 IIWTOWl<ilng each oil well capable o( produdns In pt)'UII quaotitica and 320 aaa IIWTOWl<llns cacb ps well capable o( producin1 m peylq quaotillca ('IDCll>du:la a shut· 
la oil or ps well u provided In P.-.snPh 11 h<:rcol). « a wdl upoo whldi Lc:uce ls lbCII e1>paed la ooolllluous dnlbq or rcworidn& opcnliOIII., or (2) the number o( eau mdudcd la a 
produdac pooled unil punuant IO Nanni Raourccs Code SoctiOC11 Sl.Ul·Sl.1'3, or (l) IUdl puter or leuc:r number o( acres u may tbCll be allocated (or produc:doo pwpote1 IO a prondon * for c8Cb IUdl producina wdl under the rules and n:aulallOC11 oftbc Railtolld Commission of Texas. or • Y IUCCCSJOC" a&CllCY, or other savcrnmcotal mtbcrity haviqjuriJd,c:tJon Wilhla 
,o day1 a( a partial ICr'IIIWtion o( this lease In ac,oorda,Qe with this subperap'lpb and upon ~CIII of lhc milllmum fiwl1 (cc Id by Ococ:ral Laod Office Nies la dTCQ al lhc time of the 
,_,w lanaludoll, Lc:uce ahalJ ~ lbc right to obtain a IUrCacc lease (or lnpcu and egress Oil and aeroa lhc lamhwod poruoo ot 1bc leucd prcmilcs u ~ be rcuooably --,y for lhc 
CIOlldNed opcntloe of lbc ponions of lhe lcuc ranalnlnc In Coroc md dToc:t. lf Lcacc fails to apply for a IUl'facc lcaJC within lbc 90 day period spcdfied above, Laree m-r apply for a 
-<ace leac &om lhc Laod Office, bul the t...nd Commluioocr bu lhc ducmlon IO gno1 or deny sudl appllCllllon and IO let lhc foe for IUdl aurfacc 1-

(B) IIORIWNT At.: la Ille OYCnl tblJ lease ls ln force and cl:roc:t two (2) ycan after Ille c,q>iR!ion dale of the primary or cxtc:ndod 1am 11 ahall (W1hcr ICm1lnato u IO all dcpcJu bdow 
100 feet below lbc toal ~ drilled (bcrclnaller "docpcr- dcpcluj ln each well localed on acrcaic rctalnod ln Pva.gnpb 7 (A) above, lllllcu oo or before two (2) ycan atlcr tbc primary or 

• alCOdod term Lc:uce ~ 111 amount equal IO ooo,b.alf (tn) of the bonu originally paid u ooosldcntion for thb leaJc {u spcclflCd oo page I bcrcol}. 1f sudl amount ls paid, tblJ lease ahalJ 
be In force md dfoc:t u IO audl docpcr- dq,chs. and aaid tcrm.inllion ahalJ be dd~ for an additional period o( two (2) )'Ql'I and IO ton, tbcrcallet u oil or ps ls producod la ptylni quantitles 
6-om sudl docpcr- dcpcJu cow:n,d by tblJ lease. 

(q IDENTIFICATION AND PlUNC: The surface crcagc n:ulncd hcrcundc:r u IO each well shall. u nearly u pnc:tlcal, be la lhc form of a IIQIWII with lhc well localod la lhc cc:nl.er 

k'CO( or audl ocher ahapc as m-, be lllJ)l'Owd by tbc Sdlool I.And Bo.-d. Within dili1)' (JO) day1 alla pertlal tamlnatlon a( thb lease u provided bcrdll. Lcsscc lha1J Q.CCUle and record • 
...- or rct- OOlll&lalilc a adJ6dory kpl dcscrlpdoo aflhc .crc:aic and/or depths DOI n:caiacd bcramdcr. The rocordcd rclc:uc. or a ccrtifiod copy o( same. ahalJ be filed In lhc Ococ:ral 
1..-d Office, aocompllliod by die fillq (cc prua,'bcd by lhe Ococ:ral LIDd OffiCle Nies In dToc:t on lbc dale the rdcuc Is filed. 1f Lcssco fails or n:f'USCI to cx:ocutc and record IUC.b rdcuc or 
..,._ wllW,, lliDecy (90) day1 efta' bdna rcqucstcd '° do ao by lhc OcocnJ und Office, tbcn the Comm1uloncr al bl.a aolc dllCl'Cdoo may dc:apllo by wriucn buuvmc:ol lhe oacace and/or 
..-, to be~ bcmmdcr md record sudl instrument al 1-'1 ~ In tbc oounty or _des wbcrc the lease b locMOd md In the offici.al rccordl aftbc Gcocnl Laod OffiCle and 
_. ~ ahalJ be ludiq .- Lcsscc for all purpoecs. 1f al my time alla lhc dTc:,cdYC date a( tbc pertlal tamlnatlon provisioos bcrcoC, lhe l!ppllcable fidd nilca wo cblqod or lhc 
wdl or wdl, loc:-.od tbcrcoD wo i,daaliicd ao that lea .c:ircare b dlcrcal\cr allocated IO aaid wdJ or wdb for productlon putpolCI, thb lcuc ahalJ lbcmapoo ICnl1in.alo u IO all eauge DOI 
111,aaftcr .ilocacd IO aaid well or wells for productloo l)Wl)OfCS. 

I. OP'PSET WELLS: lf oil and/or ps should be produced ln commercial quantities from a well loc:mod on land prlvaldy owned or on Stale land leucd al a lcac:r royal()', whldi wdJ ii 
wtdliil - llouand (1,000} feet a( ebc 1ra1 Included bcrdll. or wb.ldi wdJ ls cnlola& the 1ra1 ccr,crod by thb lcaJC, tbc Lcsscc aba1I, within ~ (60) ~ atlcr sudl lnltial produc:don from 
....... ...0 or lbc wdl locleod wtdi.ia ooc lbouAnd (l ,000) (CCII from 1bc 1ra1 cow:rcd by thb lcuo bqin la eood Caleb and proecc:Ulc clillpllly Ibo dril1in& a( 1111 omct well oo die IIU 

-..S bJ ... '-, llld IIICtl on.cc wdl ahalJ be lkiilod to IUCb ~ a m-, be -,. to prcvall lbc mcluo (hlnagc a( lbc 1ra1 cow:n,d by Cbls lcue, and tbc 1-. manager or driller 
..,. - .a - -,, • a eood r.llh df«t to make audl otrk( wdl ~ oil and/or pa In COIIIIDcrdal quaotitica. Only "l)OD cbc dctcr1lllallloo ol Ibo ~ and wllh It.I.a 
wri.- _..,...i. -,. the ~ ot a oompawco,y royolty utls(y the obllptlon IO drill ., otfld well or wd.ls rc,quirc,d imdcr thb ~ 

, . Oil V 1101.L'CESSA TION OF PllOOUCTION OURINC P1UMAJl V TERM.: If. durina Ille primMy 1am bcn,oC Uod prior to ducoYay md prodocuoo o( oil or ps Oil Aid land, 
t.eacc ~ drill a 6ry bole or boles lho'COII., or I( durlq cbc primMy term bcn,oC md al\cr the ducow:ry IIDd aaua1 prodoctlon of oil or ps from cbc leucd prc:mbcs IUCb productlon lbcrco( 

..W - 6- my -. ala lcuc lhall IIOC tcnninlllC If oa or bdcn lbc cxplntioo a( lixt)' (60) day1 from dll.c a( oompldlon a( Aid dry bole or ocaltloa a( prodDcuoa Lc:sscc 
oom- .ddidoul driUlas or ~ opcndou ~ or pays or IClldcr'I cbc KXl maual dd.lQI Rntal In die &a111e manacr a provided In dill ~ rt: durula cbc tut y.. ol lhe 
prim.-y 11:rm or wllbm ~ (60} -,.. prior dicrdo, a dry bole be oompldcd md ai-doncd, or cbc prodoctlon ol oil or p1 lhould ccac (or IIIY c.&tc, 1-'1 riabts ahall n:mala In £1111 force 
-S dlcd wiClloolt flriM:r opcnliou mtil cbc c:xpindon a( cbc primMy 1crm; md I( Lc:ucc bu llOI raumed producitloo In ptylni qualities It Ibo cxplndoo a( the primMy term, Lcsscc may 
_.. this lcuc by coadllcdq additloul drilllq or ~ opcndom punu.aot IO hnppb LO, UUII lbc c:xplndoo a( lhe primary 1aUI u cbc dll.c of cc:aadon o( producitloo under 
......,.. 10. Sbooald lbc fine wd1 or any IUbecqucaC well drilled on cbc aboYC dClcn'bcd lllld be oamplded a a shut-In oil or ps well widwi cbc prlm.y lam bcrcoC, Lcaaoc m-, resume 
,-yecm aC• --i rc,aal la die - - • provided lac,rda Oil or bdore cbc reatal ptylni dllc followin& cbc c:xpindon a(~ (60) ~ from lbc dllC of complcdon ol lUC'b lb.Ill-in oil 
o,r .-well -S .- die r.lhn to ..ice ..ch .,.,.-. eda lcuc ahalJ ii,ao C- lcnll.lulo. If It lbc cxplndon a( tbc prim.My 1et111 or my time chcrcal\c,r a lhlll-ln oil or ps wdJ b locmcd on 
• lcmod ~ i,.ymmCI m-, be IIIA(ic In .ooorclmoc with the lbut-in provision.I ba'coC. 

11. ass.A TION, OIULLINC, AND UWOllK.INC: If. lftcr 1bc cxplndoo a( lbc primMy ICnll, produc:doa ol oil or ps &om tbc lcucd pranI-. al\« ODCO obcainod, llhowd ocuc 
._ -, -. ell 1cuc lball llOC lcnnlDllllc II i-com- 8ddidoul driUlas or rewor1dq c,pcndona wllhl,i allQ)' (60) day1 .n« _. omudoa. and this 1c:uc ohall ranalo In run 
bee -S dfcc1 b' ao IOII& • mdl opcnliou ooatlaoc la p,d falib and ID 'flU1mumllb ..._ wlcboul lnlcmlpdoiu IOtallq more Ihm ~ (60) dayL 1f ..ch dril1in& or rcworidn& 
~ ,-It la tbc producdoo ol oil or pa. die lcuc obuJ ,-.ala • full (oroc md dTcc1 for eo IOII& • oil or pa ls produccd &om tbc lcucd prc:mbcs In ptylns quntltics or ~Clll al 
..... oil or pa wdl royoldca or~ a( compcnlllory royoltlea Is made u provided licrm or a provided by law. II cbc drilllq or rewodda& opcndOCII result In the oomplcdon ot • well 
• a dry lio&e, 1bc lcuc wW IIOC ICnll.mlllC II cbc 1-OOIIUIICIIOCI addilional driUlas or rewoddq opcndo,u '1¥ltbln utr (60) day1 after lbc complcdoo a( lhc wcl.l u a dry bole, and dw lc:asc 
..,. ,_... ., dfcc1 ao IOII& u 1-~ drilllq or rcworidn& opc:ndOCII In eood faith md • • worbullUb mmncr wlcbout lntcmqidoos IObliq men bn lixt)' (60) dayL Lcacc 
ahalJ sfw wriuca 1IOlloc to lbc Ococ:ral LIDd OffiCle within dili1)' (JO} day1 o( my CCSSlll.lon of productlon. 

ll. SH\Tf-CN ROY AL TIM: For parpoecs of this pera&J'IC)h. •wc11· mcer11 my wdl tbll bu bcco ISl{pod a well number by lbc ~ accncY haviqjurl,dictlon owr the prodllctlon of oil 
and pa. l( • my ti.mo after cbc cxplndon a( cbc prim.-y 1et111 ol a lcuc ib8t, mtil bcina 111111 bi, wu bcina malncalnod la force and dfoct, • wdl CIIC*)lc ol produdaa oil or ps la ptylna 
qllllllida ls locmcd on cbc lcucd pranI-. but oil or ps ls IIOI bcina produced for lade ol sultable produc:tlon ladlitlca or lade a( a suitable marb:t. then Lcssco mq ~ u a shut-In oil or ps 
ray.ti)' 111 amO(ml equal to double cbc annual reatal provldod la tbc lcaJC, but act lea dwt S 1,100 a yat (or each well capable ol produdaa oil or ps In ptylni quaotitica. To be dic:,cdvc, 
-,II lahlal .i.t-bl oil or ps royolty ..... be paid oa or before: (I) cbc c:xplndon of die primMy 1cr111,, (2) 60 day1 all.er die Lcuce ocucs IO produce oil or ps from ibo lcucd prcmucs. or (l) 
60 day1 after Lc:ucc oomplcea • driUlas or reworlda& opcntloe In .ooorclmoc widl die lc:uc provision.I; wblchcYCr dale ls t.lat. lf cbc 111111-bl oil or ps royal()' la paid, die lcuc aha!J be 
oooJidcn,d to be a produciq lcuc and cbc ~ lba1I CIClced lbc icrm. a( tbc lcuc for a period of ooc r-&om lbc cod a( cbc prim.-y term, or &om cbc 6nt day a( lhe 111<111111 Collowln& !be 
-ea ID wtildl proda,cclon ccucd, ,ad, after ib8t, I( mo aultablc produc:doe r.c:nitles or IUitablc mtr1cd for die oil or ps cxiJtJ., Lcucc m~ C11md the lc:uc for four more iuoccaiw periods a( 

ooc (1) r- by ~I tbc &a111e mlOIIIII c8Cb yes on or before cbc cicplndon a( each lhut-aa 'J'UI. 

11. COMPr.NSA TORY ROY AL TI.ES: I!, duriA& lhc period lho lcuc II kq,t la droc:t by peymCIII o( cbc ohut-la oil or pa royol(Y, oil or ps b aold md dcllwrcd la pt)'UII quaotitics 
&om a wdl localed wllhia ooc lhou.saod (1,000} {CCII a(cbc lcucd prcmlxa md oomplc:ccd In cbc ..-e produciq l'CSCl'YOir, or m 1111 cue la wblc:b dniaa&e ls occ:urrlna. cbc ricbt IO OOOUJIIIC IO 
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m.ailll&la die lease by .,.y1n, tbc lbut-u, 0tl or ps royalty ab&1J cease., but the lease &lwl l'CIIWII dTodlvc for the rcmA&Odcr of the yu.r for which the royalty b.u bccu pmd. The, Lcucc may 
~ lbc kaJC for fow moR IUCCCSdvc ycan by Lcuce P4Q'U!S COlllpcllSalOry royalcy II die royall)' nte proYldcd lo tbc !cue ol the mat1cct value of produaioo Crom the well causloa the 
dnlAlp or wblch la compldcd • die Ame pn,cb:iq reservoir and withlo one lhovaod (1,000) feet of the lcuod premises.. The compcnsatOI)' royalty la IO be paid moothly IO the 
Cocnmiwoncr bepmins oa or before chc 1uc day o{ the mOOlh followi.na the moclh lo wbida tbe oil or ps ii produced Crom tbe wdJ c:auslng lhe drainage or that iJ ccmplcted ill the same 
produd,aa rcaavolr md localed wtchla- lbo;,saawl (1 ,000) fcc:c ollbc lcaicd prcmlaes; lfchc compc:osalOCy royalty paid ui any 12-moolh period ii In aa amowrt lcu lhao lhe 111111ual abut-ui 
oil or ps royall)', Lessee dwl 1)11)' ID IIDOUlll equal Do the dilfctc:DCC within thirty (30) day, Crom die cod ol tbc 12-moolh period. and noae of 11-c provuioos will relieve Lcsscc o ( lhe 
obUpdoa ol rcuoaable dcwlopmcnc oor lhe obl1gatioo IO drill offsd wdlJ u prov(dod lo N.R.C. Secdoo 5l.OJ.4; bowewr, 11 tbc dclmnhwioa of die Commlulooa-, and with lhe 
Commwloocr', wri1ta1 approval, tbc SMYmCIII of compc:osalOry royaltie.11 dwl Atisfy chc obl1pt100 to drill offict wells C,ompcnsa1ory royalty .-rmcats "'1tlcb ere DOt timely paid will occnie 
.-al-er end lolel'CSI In accordance with Ptnsnpb 5 o( lhlJ leue. 

LJ. £.A'TENSlONS: lf, at the cxptrltloa of the primary lam ofcbu lease, producdoo o(oU or au b.u llOI been obtained oa the leased prcmiJes but drilling opcntiooJ arc being cooductcd 
~ ill good faith and ill a good and woncnwilil.e manner, Lessee may, oo or before the c:xplntloo of lhe primary tam, file in the Gener'&! Land Office wriuca appUcatioo to the 
C,ommissioocr of the Gcncr'&I Land Office for a thirty (30) day atcnsioo of this lease, aooompanied by payment of Three Thousand Dollvs (SJ,000.00) if this lease coven dx hundred forty 
(6'40) acres or lcs, and Six Thousand Oolln ($6,000.00) If lhlJ lcuc coven more lhao six hundred forty (6'40) acres and the Commlsslooer &lwl, lo writina, CXICOd lhlJ lcuc for a thlny (30) 
d-r period Crom and aJ\cr the cxpiradoo of lhe primary term lllld ,o looJ thcrwler u oil or ps Is produced In payina quantitle.11; provided further, that Lessee m->', ,o long u aucb drilling 
opcntiooJ arc bcln, coodueled make Hite appllca1100 and p1y111ent durini any thirty (30) ~ atcndcd period for an addatioaal cxtcnsloo of thirty (30) days and. upoo rcc:dpt of such 
aw(le.ioo lllld .-ymenl, the C,ommluioa<t dial!, lo writing. apln cxtmd cbiJ lcuc '° tlw same ahall la!Wll ln force for such additioaal thirty (30) day pcnod and ,o 1001 thcrcal\er u oil or 
ps IJ produced lo .,.y1o, quanuucs; provided, howevct, that 1hiJ lcuc aball DOt be cxtcodcd for more than a tocal of three hundred ninety {390) days from and alter the c:xplratloo of the 
prima,y lam unlw producdoo in IMYffll quantitJe.11 hu bccu obcaincd. 

14.. USE OF WA T&R; SURFACE: Lcucc ahall have cbc ngbt 10 usc water produced oo said land necessary for opcraboos hCl'CWldcr and aolcly upoo lhe leased prcmiJes; provided, 
loowewir, Lcuec aball DOt usc potlble wmcr or water autablc for UYCtlOCik or imptioo purpolCS (or -er Oood opcntioos without the pnor wnueo consent of Lessor. Sobjcct to its obliptioo 
111 ~ ..ucc dlmaca, Lcaec lhall lurYC lbe ricbt to usc ao mDCb of tb.c -r.ce ol lbe land that m-r be RaSOaably necessa,y for drUUna and opcnling wdlJ and lr'al1Sp0r1ina and m..t:cting 
die productioo cbcttfrom. IUdl ue IO bo coodllclod wider coaditloos o( least ia\jury IO tb.c IUl'face oldie land. Lcsscc lhall 1)11)' IUtface clam&gcs In an amount Id by the Gcncr'&I Land Office 
fee ICbodule wbkb Is dTcctlve OD the date wbco tbe ldivlty rcqulrins tb.c ~Clll o( surface damages occun 

lS. POLLlTTION: lo devclopin• this area. Lessee abalJ usc the blgbcst decree of care lllld all propel' ufcC\W'(IJ IO prcvcot pollutioa. Without limiting the forccoing. pollutioo of couuJ 
wcdand,, IUll'W'al wa1.crway., riven and Impounded wa1.cr lha1I be prevented by the usc o( CCICltainmcnt facll1tlcs IUfficlcnt to prevent 'l)lllagc, acq>11&e or gTOWld water cootamlnatloa. In the 
eYCIII of pollutloo, Lessee lha1I usc all mcan.s at Its disposal to rccapturc all escaped hydrocarbons or other pollutaot and lha1I bo ruponsible for all clam&gc to public and priva1.c propcrtle.11. 

(A) UPLANDS: Lcucc lhall buJld and maintain fcoccs around Its slush. sump, and drainage pits aod tank bluerlcs IO u to protect Uvcstoclc agalnst loss, damage or Injury; and upon 
compldioo or abandonment of any well or wd1s, Leuoe ab&1J fill and kvd all dusb pits and ccllvs and compldely clean up the drilllog lite or all rubbub thcrcoa. 

(B) S\JBM:£RCED LAND : No dix.t..gc ol IOIJd waste or prbqc ab&1J be ~ Into~ watcn from any drll.Uni or ,uppon vesscla, producdoo ptauonn, crew or supply boat, 
-se, j.dc-up ris or other oquipmcn1 loc:8l.cd OD the lcaJCd area. Solid waste ab&1J include but &lwl DOt bo lunlted IO oootalncn, equipment, rubbuh. plutic, gl.au, and any other mao-medc 
~e kcau. A lip mllll bo dupl.yod in a bJ.gb lrlffie ORa OD all vcsxu and manood pbtforau ~ "Dladulrgc of any aolld was1e or prb&Je 1ou, State Wau:n from YCSSdJ 
or pbdonu Is l!ric:dy pC'Ohib(tod end ..,. sobjcct • Scale o{ Tc:us lcuc IO forfeiture... Such ltalaDClll dwl be ill lcUcrina o( It least I. In &lr.c. 

(q IUVERS: To tb.c cxlCllt nc,ccsary IO prcvmt pollutioil, the provislom found In subtcaionJ {a) and (b) of this paracrapb lha1l a1Jo apply to riven and rivabcds. 

(0) PF.NALTY: Fallwc IO comp(y wida die rcquirc:meou o(this provilioa may rem.It lo chc maximum pcnaley allowed by law incJlldlng forfeilW'c of the leue. Lcuec lha1l be llable for 
doe dliuccs c.mod by IUdl CaDure end any onm and cq>cn1a Incurred lo clemloi arcu affected by the ddcharaod W'Ulc. 

1'- IDENnFICA TION MAR.KERS: Lessee ab&1l cn,c:c. 111 a diJtmce DOt IO cxcood twal()'.,G...., (25) fcc:c from cac:b wdl oo die prcmlaes CCMrcd by this lcuc, a lcp'ble RIP> oo wb1eb 
tlb.n be lllllod tbc - ol tb.c opcntor, tbc lcue dc:slgnmoo nl chc wdJ •umber. Wbcrc two or more wdls OD chc same lcue or wbc:re wdls OD two or more leases arc oooocc:tod IO the same 
lmt t.aiary, wbc:cbcr by Individual !low 1iD,c OODDOCtioos direct to the lank or taDb or by me of a mwtlple bcadcr l)'SIOll. CICh 1iD,c bctwcco CICh wclJ md such tank or bcadcr &ball be legibly 
lclcmUlcd III all tlmca, dtbcr by a firmly atuicbod ta& or plMC or ao klcn«i6ealioo properly painted oo such lloc III a dlltmce DOt IO ~ tbrcc (3) feet from such tank or header oooncctioo. 
Sad lip.a, tap, plate.ti or other klcntifielllloo marun lha1l bo maintained lo a lcp'blc coaditloo throughout the lCffll of lhlJ leue. 

17. ASSICNM£NTS: The kaJC may be trmslcn-cd Ill • Y time. All cnmsfcrs mu.st rc!c:n:nce the lea.le by the ftlo number and must bo recorded lo the county wbcrc the area ii located, and 
111,o recorded trmsfcr or a copy catl1iod to by tbc CcKmcy Oalr: of the COUDty wbcrc lhe traos!er IJ rocordod must be filed lo the Ocncral Land Office within oi.nely (90) days of the cxccutioo 
dalic, • prov(dod by N.R.C, Socdoe Sl.Ol6, -.a~ by tbc 61.i.Qi fee p,uc:n'bod by the Gcacnl Land Office rulca lo effect oo ibc dale o( rocdpt by the Ocncral Laod Office of such 
lrmlfer or ccrtifiod copy cbcrooC. E-,, 11'111.dCRC lha1l -..cecd to all ~ and bo mbjcct to all obliptloos, liabllitie,, and i-aJ-tia owed to the State by the or{pnaJ leuce or miy prior 
lr&sCcno ol tbc leue, lodudlq wq llabWtie.tl to the ltalc for uai-Jd royaltlca. 

11. RU.EASES: 1-may rdcuc tbc ricbts pml.cd bcrcuDdcr IO the &we Ill aoy ti.me by rocordiq the rcleuc In the counzy wbc:re thb area Is linwed aod filina the rcoonicd release or 
catl.6od copy ol - • 1bc Ococnl Lmd Office within IWIC(}' (90) day, &tier lu cuculloa eooonipmlcd by lhe 61.i.Qi fee prcsco'bod by lbe Gcncr'&I Lind Offioc rule, ill dfcct OD the dale of 
rocclpt by die Ococnl Lmd Offioo o( IUdi rdcuc or ocrtifiod copy CbcrcoC. Soda rc1c:uc ril DO( laaw tbc dTcct ot rclcuiq Lcsscc Crom my lilbilicy thcn:U>forc accnlOd lo mu of the Scale. 

U. UEN: ID~ widl N.R.C. Soc:doa 52.136, 1bc Scale shall lurYC a lint Uca ..- all oil aad ps produced from the area OCM:rcd by thb lease co 1CCUrC pqmcnt o( all unpeld 
~ md oeb<r-. olmooey cbat may booome doe-SO, lbb leuc. By~ ollbb leue, Lcuoc vaats the~ IA additioo IO the llcn provided by NJLC. Scctloo Sl.136 and my 
odila' ~ ltlalllXy licll, ID aprca COllll'1CCllal licD OD a accurity intcrcs( in all lcucd mincnlJ in end CXlrld.cd from die lc:ucd prcmucs. all procccd, which may ecc:rue IO l.eaec 
6- "'° Mic o( IUdl lcued mloa.is, 'Wbc:cb« IUdl prococdl 1rc lldd by Lcuoc or by a tb.ltd l*\Y, and all fiJaura oo md knprovancnu IO the lcuod prcm!Jc:a UJcd In OOOIICClloo with the 
prod,i,cdoe or prooeains ol lldl lcuod mlDcra1a lo order IO 1CCUrC lbc !)9YDlClll ol all royaltlu or othcr emounts due or IO bocomo due under cbiJ lea.le end to ICCUrC pe.ymeot of any clam&gcs or 
loa 111111 Leuor may 1UIT« by rc:uoa of Lcuoe'a breach of my oovmaot or ooaditloo ol this leue, wbdhcr cxprcss or lmpllcd. Thll lica and accurity Interest may be fon,closod with or 
wldaoool court procccdlqa lo die manacr provided lo chc 11tle I, 0iapc« 9 of the Tcxu Dusi.oc&s and Commerce Code. Lcsscc .gJ"CCS th.II the Commissioner ma,Y rcqul.rc Leaec to execute 
and ,-,rd oucn buwmooi. u may be reuoaably ~ IO IICbowiodgc. attadl or pcr(OC( chit lien. Lcuec bcc'eby rq>rel<:Ots !hit then arc oo prior or avpcrior UCOJ ariJ1ni from aod 
relllliq IO Lcuoda actlvltlca ~ the ~'bod property or from Lcucds eoqulsitioo ol tbla lcuc. Should the Commluloocr III aoy tlmo ddcrmJAc lbat thb rcpR:1C11wloo ls llOI uuc, 
tbCII chc Ccmmluloncr may declare this leuc forfeited u prov(dod bc:rdll. 

lt. FORPr.11'Ullt: l{ Lcuoc dwl fall or td\uc IO ~ die pe.ymcnt ol IQ)' ,um within thirty (30) days &tier It bocomcs due, or I( Leucc or c IIUtborizod agCIII should knowlngly malc:o 
my &i. rdur1I or falJo report OOOCCRlq production or drilUn&. or if Leaec lball fal1 or rdwe IO drill any olucit wdJ or wells In aood faith u required by law IDd the rule, and recuJ.atloos 
ldopccd by the Commluloocr ol tbc OcocnJ Lmd Office., or l( Lessee lbould Cail IO file rcportJ lo the llllllllCI' required by law or fall IO comply with rule, and rcgubtlODI promlllptcd by the 
Ocacnl Lmd Office, lbe School Lmd 8-,1, or the R.allroed C.ommisslon, or rdwe the proper thoril)' IICOCU IO the ,--'Ch paulnl.ni IO opcntioos, or I( Lessee or ID mtbori.ud agent 
lboald ~ £aD or rdu,c IO cfvc COITCCt lolonudOD to Che proper adbority, or laiowlqty Cail or rc!usc 10 fura.lsb lbe Gcncr'&I Land Offioc I COITCCt lo& o{ any wcll, or I( Lcsscc aha1J 
aowiqly ~ aoy ol lbc mlllcrial provislom ol this leue, or If Ibis lcue Is uslpcd end the uslpmcnt b DOt filed bi tbc Gcncr'&I Land Office u rcqulrcd by law, the rights ICqUln:d under 
11,1, '- shall be IUl!fcct IO forfeicurc by lbc Cocnmltsloncr, and llo abkll forfeit ....., wbco adl'ldcotly ln(onncd of lbc Cacu wbleb autboriz.e a Condturc, and wbco forfeited the area lha1I 
.,_. bo IUl!jcc:,t to lcue IO die blabat bidder, wider the Ame reauJatioos oootrolUoa the orip,i.al &ale of leuca. I loweYcr, DOthlng bcrdo ahalJ be coastnlod u walviq tho automado 
la"mlulloa ollhis leue by opcntioo ollaw or by rcuoa of IDY spcdal Umltatloo aruill, hcrcundcr. ForfdtlU'CI may bo Id aside and this leuc and all rights thcmmdcr reinstalod before the 
ripa ol .otha' lotcrwoc "POD ~ cvldcuce IO the Commiuioocr ol lhe Gcncr'&I Land Office of fut\ll'C compUmce with the provulons of the law lllld o( 1hiJ !cue aod the rule.t lllld 
repadou tlw may bo edoptod rclltivc bcrcc.o. 
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11. RIV£R8£0 TRACTS: lo die CYCnl lhiJ lease oovcn a rivcrbocl. Lcucc Is ba'Cby sr-,fically p,i.otod die rishl o{ anltw:at domain and ooodomMOOII u pn)Vldod for In N.R.C 
Soaloou n 092-fl.091, u a po,n oldie COllddcnboo moYUII CO Lcuor for die oowuou lia-cua made by Lcacc · 

ll. APPLI BLE LAWS ANO ORJ LLlNC R.ESTIUCTIO : ThlJ lcue aball be 111b.)CCt co all Nies and rccwllioas. and 1111cndmcnt1 lhcrdo, promulpcd by Ille Coaunluiooc:r ot 
-.c Ocotnl Land Office &O'VU'IWII dnlluia and productna opcndona oo Pcrmaomc Free Scbool L8Dd apcc:aflC&lly lnduduia any nalca promulp!Cd cbal rcwc io planJ or optratlons, ~=• of 
,oyuuea. and auditia1 procedures, and ahall be subjc,a IO all ocher vaUd IUWla, Nies, rcpllc,ms, ordcn and ~ lb.al may affect opcnuom UDder lhe provuloaa o{ ddJ lea,c icboul 
liahiq cbc ,-.hey of lbc forqolag. l..c:ssce bcrd,y aircca, by die IICCqlCIIICC of ddJ lcuc., IO be bouDd by aad subjcct Ill all ~ and rcplalory provulmaa l'dati.Aa co die Gmcnl lmd 
Ot'llcc'• mudlc billui1 IIO(icc aad audic bemulp procedures Said provulmaa arc CU1TC:11Uy found II l l Tcxu AdmlDIJnuvc Code.. Ou,ptcr 4, and Tcxu N--.1 ~ (:ode Soc:d01111Sl.llS 
-S Sl. 137 ditoup Sl,140 la die cvcn1 chlJ lease coven land rranchlacd or leased or od1awbc IUCld by a uviplloo dulnc:c or by the Uaitod Slala for die purpoac or uviptioo or ocher 
~ lnddcnl IO lbcopcntion of a pon.. tbc:o Lasoc ahall DOC be mcillcd co mla'or poacu aida land .,.,lhouc prior approval u prcmdod under Sectiaa 61 117 ofthc Tcxu Wiiia' Code, but 
Lcuc,c ahall be aicicJcd CCI dcvdop -.la land for otl and ps by du'Ocdoaal dnllln&, pnMdod. loowewr, cbal .o IUlfacc drill,q t.oc.tioD may be - lhM 660 C- and ll)CdaJ pamlalo. Crum 
-.c Commlulooct of lhe Ocotnl 1..-1 Office i. DCIOCSSII}' CCI make 111y surface local.ioa acarcr lhlll 2, 160 feet measured II nshl aqlca Crom lhc ~ bull.bead lioc or Crom Ille ncarca f 
lhdged boccom edge of 111y cbmncl, &lip, or lllnlln& basin wbldl lw bocn autborucd by lhc United Swea u a fcdc:ral project for rucure CCXUlnlCtloo., whichever 11 ourer 

U. REMOVAL OP £QUlPMENT: Upoo the camlnatioo oflhla lcuc (or any c:awc., Lessee ahall noc, In any evcoc, be pamlctod IO remove the CUUI& or any pm1 of the c,quJpm411C from 
11111 producin&, dry, or abeodoncd -u or wdi. wichout the written consau of lhc Commluioocr of lhc Ocnaal L8Dd Office or lw aul.boru.cd rcprcacz11a1.1vc, oor ahaU Lcssc,c, wi~ the 
writt.co COfttalt of aald Commissioner or h!J authorucd rcprcscowivc remove Crom lhc leased prcmbca the c:asu11 or any othc:r cqulpmcnc, mllcnal, machinery, appllancca or propcr1y owned 
by Lcucc and IUCld by Lcucc In Che dc:vclOl)Cllcnt and production of oil or au lhcrdiom untJI all dry or ab&odoocd -111 have bcco pluued and until all &lush or rcf1UO ptll have bocn property 
!\lied and all brolcn or dacardcd lumber, machin.cry, or dcbriJ shall have bocn removed from the prcmbca to lhc AtJsfaction of the aald Commluioocr or hlJ authorized rqnxnl&IJvc 

U. FOR MAJ"EURE: Should Lcuce be preva1ICd Crom compl)'UII with aoy ~ or unplied -• o( dw lease, Crom OODduc:tina drillioa opcnl.lOIII th~ or from Pll)duc:io1 
oil and/or p1 lhcttltoco, a.l\c:r dTon made lo aood failh. by rcaJOO of ww, rcbdlioo, riots, mikes, f,rca, acts of God or 111y order, Nie or rc,ulllloo of ,ovaumcotal l&dbonty, thca while 1C1 

,-.-..S. Lcaec'a obllprioa IO axnply wilh aJdi _, ahall be lllll)Clldcd upon proper wl ~ proof prcaotod to lbc Comm(n;o•vr or the Ocnaal umd Office lo IUl)llOl1 of 
Lcaec'1 conlaltloo and Lcaec ahall DOC be liable for dlmaaca for failure to comply lbcrcwidi (cxcq,c la tbc _, of lcuc opcntlou IUspcadcd .. provided ia the naJca end rc,ubtloas 
edopccd by the School Lind Bon); and thh lcuc lhall be CXlCDdod wbllc and ao Iona u Lcstce Is prcvmtcd, by aay aida c:awc., from drilluia. rewurUaa opcnuou or produc:iq I md/or 
p1 from lhe lcucd prcmucs; provided. however, cbal DCIChiq bcrduhall be COl1Slnlcd to suspend the IJ'YIIICOI of rcntalJ durin& the primary or CXIClldcd lenD, 11« IO lbridic Lcstce'a shl IO a 
IIUpCIISloa under any applkablc al.IMC of lhlJ Stile 

15. Lt.ASE OCUIUTV: Lcacc ahall lllk:c the lu&fiat dqrc,c of ewe and all proper af'qw,rdl co procca Aid prrmua and IO prew:al lllcft of oil, pa, and ocher llydloca11ou ~ ,. 
&om Aid leuc.. ThlJ lndudCI, but Is - llmitcd IO, die lnJWlatloa of all IMICC:U8IY oquJpmcnt, -i.., 1oc1a, or ocher opproprlatc proc.cctl Ye devica oa or II all .cocu pomts It the Jc,uc'1 
producdoo, pd>aiQa and 1tOf11C l)'1lcmJ wbcrc theft of bydroca,boN can oceur. LcJScc ahaU be liable for the lou of any bydrocarbcm rcsulcioa Crom thd\ and shall ~ the SWc or Tcxu 
,oyalcla c11cr- IJ provided bada Oii all oil. pa or ocJvr b.ydroc:a,t,om lo.i by -- or tbdl. 

1'. R£DUCTION OP PA YMEl'(J'S: IC, clwiaa CM primary ICnD., a portloo o{ lhc land COYa'Dd by lhlJ lcuc i. Uldudcd Within lhc bound.wica of a pooled 111111 chat UI bocn epprcMd by 
fie School Laod ~ la accordmoc wl!b Natural RaouroC1 Code ScctlOOJ Sl.1 SI ·fl. I Sl, or IC, II aoy time a.l\c:r tho cxplratloo of the primary cam or the CXIClldcd ICnD., chlJ leaac coven a 
a.- -ber o{ ICRI th.i die IOtll amouot dc:lctibcd bcrdn, JNQ'IDC11ll th8I arc made oa a pa acR ba.siJ bc:rcundc:r ahalJ be rcduccd IOCCOl'dln1 IO tho number of ICRI pooled, rclcucd, 
w,a.dcwd, or oCbawbe ~ ao lhlil lMl)'IDcall dccc:rmlncd on a pa aac basiJ under lhc tc:rma or this lcuc during lhc prlmlry term lha1I bo calc:ulaLod buod upon the number of 1CR1 

oatlidc lbc boundariCI o{ a pooled uoit, or, if al\c:r the cxpintioo of tho primary ccrm. the number otacra actually rct&lncd and COYa'Dd by lhlJ leuc.. 

f7. succr..ssoRS AND ASSIGNS: The ClOYC11111ll, ooodltiOOJ and a.grc,cmcnll cont&lncd bc:rdo ahaU c:xtcnd CCI and bo btodula upon the bdn, CXCC\IIOn, adm1lllsttalon, _.. or 
*P oC ~ b.crdo. 

ll. ANTIQUTilES CODE: lo cbc cvca1 thll aoy (aan of arcbooloclcal or lw:corkal lntcrac Is CIIQOUIIIC:rcd dunq die Y,UCI IUlborb,cd by dw lcuc. 1-will lmmodl11dy ccuc 
ldMdea and wW meecSlld.)o INlli(y die Ocncnl Lind Office and die Tau 111Jcorical Commluloo ao that adoquac.c m-~ be andcr1akm to procca or_. IUCb ddcovaica or 
......... • ~ 1- Is c,q,rasty placed oa 110dc,c, oftbc Nadoul l lial.cJrbl Pracrvat.ioa Al:I. oC 1966 (PD-19-66, IO SQIQllc 9U; 16 U.S.c.A. 470).1..-cc lha1I OO!llply with lhc 
A.clqaitia Code oCTa;u, Cba,plc,I' 19 1, NMDnl ~ Code.. u .--led. 

2'. ~ : 1- and ~ lododina lcucc'a 1UCCCUOn and ualam, bcrcby aarcc chat vawc for my dupulc aru1=J ouc oC • ~ of tlua loa,c, wbeCbcr ~ or implied. 
Npnha IDlc,rprcalJoD o{dw lcuc. or rclalo& ill aoy--, co thh lcuc or to applicable- i.w, -Uta. or lldmlllialntiw Nle1, lha1l bo In • ooun or OCN11pct.c,D1jurl.adlctlm locatod lo Travis 
Councy, S1a1o of Tcxu.. 

JO. LU.R nuNC: l'lnlaa 10 Ou,ptcr 9 o( lhc Tex. Bu.a. & Com Code.. thlJ lcuo mllll be filed o{ record In the office of lhe C«m(y Oa1t ID IQ)' COUII\Y ID wblcla all or IQ)' 1*1 of the 
IC8lcd prcmuca Is localed, and ocrti1icd copica dJcrcol m1111 be filed la the Ocnaal umd Off-. The praa,'bcd fil1111 foe mall l*IY the catificd copica ICllt to the Ocnaal 1..-1 Office. 
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J L EXECUTION: This ool and gu leuc midi be 11gnccl and od:nowicclgccl by lhc Lcucc before 11 ls filed or rccocd In lhc cowuy n,conls and In !he OcncnJ Land Office or lhc Sl&lc or 
Tau.. 

STATE OF __________ _ 

COUNTY OF __________ _ 

LESSEE 

DY: ______________ _ 

TITLE: _____________ _ 

DATE: _____________ _ 

Land Office o(lhc Slate o(Tcxu under lhe aw o( ·lhe Gcnc:ral Land Office. 

PRO\lfill 

Conltt1t1 ~ 
Lq1I ~ 
DC ~ SD 
E:u,c 

(CORPORATION ACKNOWLEOCMEN1) 

BEFORE MF., lhe widenignccl authority, oo thlJ day penonally appcarccl--------------------
maw1110 me to be die~ whole ume ii 111bml'bcd co lhe rore&Oina lnsllumc:ot, u. _________________ o.f 

-------------------------------and lldalowlcclgcd co me that be executed the wnc 

Oivco under my band and aw of office thlJ lhe. ______ dl.y or _____________ _, 19 _____ . 

N0181y PubUo In and for ____________ _ 

STATE OF ___________ _ (INOMDUAL ACKNOWLEDCMEN'l) 

COUNTY OF __________ _ 

Before me, lhc W>dcnlgnccl authority, oo lhb day pcnooally apparccl--------------------­
DIIWII IO me IO be lhe pu10l1I wbo,e UIIICI - 111blcn'bcd IO lbc forc&OU11 insllumCOt, and Kknowlcclgcd IO me that Ibey cx.ocutcd lhe 
- (or Ibo pUl'P*' and cooaclcntloo dlcrciD cxprc&lccl.. 

Oivco under my hand and aw of office thlJ lhc ______ day o<-------------~ 19 ____ _ 

Nowy Public in and for ____________ _ 
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eptember 17, 1998 

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

Dear Mr. Lodge: 

Thank you for participating in the State of Texas Oil and Gas Lease Sale held on August 4, 1998. 
I run pleased to inform you that the William Herbert Hunt Trust Estate was the high bidder on 
MGL. NO . 1-36 which have been assigned the lease number M-98598 through M-996 2. 

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 file specific forms with the Texas Railroad Commission, 
they are required to submit copies of these forms to the Texas General Land Office. Examples of 
these forms are: W- 1, Application to Drill, Deepen, or Plug Back; W-2, Oil Well Potential Test, 
Completion or Recompletion Report and Log; W-3, Plugging Record; G -1, Gas Well Back 
Pressure Test, Completion/ Recompletion Report and Log; G-5, Gas Well Classification Report; 
G- 10, Gas Well Status Report; W-10, Oil Well Status Report ; W-12, Inclination Report; 
Electrical Logs (any scale and within fifteen (15) days after they are made); Directional Surveys. 

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

Sincerely, 

Robert B. Hatter, Director 





©' ustin, 'Otcxas 5/201 

OIL AND CAS LE.ASE 
NO. M-99608 

WHEREAS, punuant lO the Tew Natural R.csourccs Code Chaplen 32, 33, SI, md Oiaptcr Sl, Subchlp(cr1 A-0 and H. (said Code being bcmnallcr rcfcm,d ID as NJLC.). end subject lO Ill 
rules and rel,lUlalions promulpted by the Commissioner of the Gcncnl Land Office llld.'or die School land Ooerd pul'I\WII lhcnto, and all olhcr eppllcable m1u1CS 1nd omcndmenll IO said 
N.ILC.. lhe followin& an:a.. to-wic 

SEcnON JJ, BLOCK SJ, PUBLI C SOIOOL LAND SURVEY, CULBERSON AND REEVES COUNTIES, T£XAS, CONTAINlNC APPROXJMATELY 640 ACRES AS SHOWN 
ON THE OFFICIAL MAPS OP CULBERSON AND REEVES COUNTlES ON Fil.£ IN TIC£ TEXAS CENl:RAL LAND OFFICE, AUSTIN, T£.XAS, 

was. aJ\cr being duly advmlscd. offered for lease on the 4111 day of AuJWI, 1998, at 10:00 o'clock LID., by the CommiJSioner of the Gcncnl Laud Office of the State of Tex.as and the Sc.bool 
Land Ooenl of the Swe orTcx.as, for the aole and only purpose of prospcaina and drillin1 for, 1nd producin1 Cltl and/or Pl dw may be found and producc,d from lhe above ~ibcd area; and 

WHEREAS, al\.cr all bids IIOd rcmiumc:a which were received up IO said wne have bcc:11 duly OODJiderod by lhe Commisslooer of lhe Gcncnl Land Office IOd the School Land tloard II a resuta, 
mcctina thereof in the Gcncnl Land Office, on lhc 4th day of AuJWI, 1998, bercina.l\er the "effective cbu" and h wu found and dctcnnined tbal TITAN RESOURCES, LP. wb0$C eddrcss is 
SOO W. T£XAS, SUTTE 500, l'>UDl.AND, TX 79701 bad offend lhc biahCSI 111d best bid for a lea.so oflhc a,ea above de,c:ribed and ii, tbcrcforc, enti~ed IO n:ccive a lease dicroon: 

NOW, 1HEREFORE. l. Garry Mauro, Commwioocr of the Gcncnl Land Office of the State ofTcx.as, berdnaJ\er 1001etimes referred to as "Lessor," whose address is Austin, Tc:xas, by VUllle of 
the 111thori1y vcstcd in me 111d lo coosldcradoo of lhc payment by lhc bc:rdnallt:r dcsi5JWCd Lessee. the sum of Slx1tt11 Thou.und Six llu.odrr,d Twenl)' Scvffl and lQ/100 Doll.In (Sl6,6l7.l0). 
rcccip1 of wblcb is hereby acl:nowledged and of the royalties, COYCnaoll, 111pula!ioas and oonchdons conwncd and hereby agreed io be pa.id, oblerved and performed by Lesscc, do hereby dc:mlx, 
gnnt, lease and let unto lhc above mentioned bidder lhc exclusive riabt IO prospca for, produce and Like oa llld.'or ps from the aforesaid area upoa the follnwlna tams and conditioos, io-wit: 

I. RESERVATION: There IJ hereby cxocpted and rescrvod 10 laJOr the full u,e of tbe property CO\la'cd hereby .,d all ril)hts wilh rcspcCI 10 thc swface and aibsunllCC lhcrcof for .,y and 
all purposes acep1 those iRftlcd and to the extent herein p1111tcd to Lessee. to&c:tbcr with the riahu of ini,eu and egress and use of said lands by Lessor and its minc:ral lc:uccs, for purposes of 
aploring for and producing lhc mincnb which are not oovcred, or wblcb may noc be covered m the furure, under the tams of this lease, but which may be loc:ated within lhc surf-, boundaries of 
lhe leased area. All of lhc, rigbts in and IO lhe leased premises reuined by Lcsaor and Ill of lhe rights in and IO thc leased prcmisca p1111lcd 10 Leaee herein r.ball be ac:n:uod in such a manner lhal 
neither shall unduly inlel'fc:re with lhc operations of the other. 

l. TERM: Subject IO the other provisions hereof, this lease r.ball be for a 1mn of live (5) ~ from the effective dale hereof (bcmn called "primary 1mn") and as loog lhcreaftcr u oil or aas 
1J prowccd in paying quantities from said area. 

J , DELAY RENTALS: l!no well be commenced oo tbe land hereby leased oo or before the annlvcna,y dale of this lease, this lc.asc r.ball ~ u IO both perucs unless the Lcssee on or 
before said date shall pay or tcJJdcr to the Commissioocr of die Gcncnl LIDd Office of the State of Tex.as• Austin, Texas, the sum of One Doi.Iv (Sl.00). pu acn, "'ilicb shall opcntc u rental 
and cover lhe privilege of deferring lhe commcoeement of a wcU for iwclvc (12) mootbs from aaid dale. In like manner and upon like paymC1111 or 1mdcn lhc coauncoocmcot of a wcU may be 
further deferred for like periods of die umo number of mon!h. JUCCCSSivdy durina tbe prima,y lctm hereof. 

4. PROoucno ROY AL TIES: Subjea to the prov!sioos for royal1y rcductioos sc:t out 111 subparasnpb (E) of this pet'ap'lpb 4, upoo production or oil and/or ps. lhc Lessee l&l'CCS to~ 
or ca11.1e 10 be paid 10 the Commissioner of lhc Gcncnl LIDd Office in AUJlln, Texas, for the use and benefit of the Swc of Texas, durina the term hereof: 

• • ~1· QI L: JJ a royaliy oo oil, which IJ ddincd u including all hydrocarbons produced lo a liquid fonn II the mouth of the well and aho all coadcnsatc, dillilla10, and other liquid 
by rccovcrcd from oil or gas nm throuah a scparMor or other equipment, u bercinaller provided, 1/S pan of lhc IJ'OU production or lhc maria:t value lhereo(, • tbe option of tbe Lcuor, 
suclt dla to be dctenn1ncd by I) the hiahcsi posted price, plus premium. if any. offered or paid for oil, condcnsao, disnll110, or other liquid bydrocarboru, rcspcctlvdy, ofa lilce 1ype and gravil)' 
in"tll,.len,lal area where produced and when nm, or 2) the biahest marled price thereof offered or paid in the gcncnl area wbcrc producc,d and wbco nm, or 3) the a:roa pn,cccds of the Ale 
lh~C, whichever IJ lhc grcala". Lcssee aare,cs lhal before any gas produced from tbe land bercby leased is told, used or proceascd in a plant, it will be nm free of COSl IO Lessor tbrouab an 
adequate oil and aas separator of conventional 1ype or other equipment al lcas1 u dlic:icnt to the en.d th11 all liquid hydrocarbons recoverable from the gas by IUCh means will be rccovU'Cd. Upoa 
wriu~1 ofLcuor, the requirement lhal suc:b ps be nm through such a sq>ara1or or other equipment may be waived upoa suc:b tmns and conditions u prcsaibc:d by Lessor • .... 

(D) l-ON·PROCESSE.D CAS: JJ a royall)' on any ps (tncludina Oared ga1). which ts defined u all hydrocarbons and SU-S subltanccs not defined u oo in subparagraph (A) above, 
P'OII_.. any well oo said land (cxcep1 u provided herein with respect IO pJ procc:s:,cd in a plant for the atraction of psoUnc. liquid bydrocatbons or other producu) 1/5 pan of lhc poss 
~uction" or the owicc:t value diereo(, 11 the option of the Lessor, such value lo be based on lhc hiahcsi m.ancct price paid or offcrcd for ps of oompan,ble qualil)' in the gcocnl a,ea where 
prod9ced and when nm, or the grou price paid or offend to the produc:ct', whichever u grater provided tbll the maximum pressure buc in mcasurina the pJ under thlJ lcue oontract aball not II 
an)ll~cccd l~.63 poonds per square inch absolUle, md the sundard base lallpcmurc shall be sixty (60) degrees Fabrcnbcit, oc,r,-ion 10 be made for~ according IO Boyle', Law, and 
18{~~ gnvity accordlna IO lest made by lhe Balance MC1hod or by the mOSI approved method of1cstln1 bcin1 ukd by the lndusuy at lhe lime of tcslinJ. . ...... 

• • 



(C) PROCESSED GAS: >J a royalty on any ps proc:csscd III a pJOhnc plant or Olher plant for the rccoVCI)' of p.sohne or olher liqwd bydtocarbons. 1/5 pan of the l'CSldue gu and 
the tiqujd hydrocatbolls CXVKUd or lbe lllllli<ct value thC!'tO(, at the option of the Lessor All royalucs due hctt111 shall be based on one hundred pcrcc:ot (100%) of the touJ plant production of 
residue ps at1nl>utablc to ps produced from thu lease, and on 6fty percent (S~.) or that pcrcc:nt ac:cnuna to Lessee, 11,-luchcver 1s the greater, of the toca1 plant producnon of liquid 
bydrocarl>om. a11111Jutable to the ps produced from thu lease, prov,dcd lhal if liquid hydrocarbons arc rccovcn,d from ps proc:csscd 111 • plant III which Lcucc (or its parent, auhsldJary or 
affiliate) OW1IJ an llll<RSl. lhcn the pacc:otaae applicable to hqwd bydroc:mbons ahall be 61\y percent (SO,.•) or the blpcsi pcrcc:ot accnung to a lhlrd party processina ps lhrough aucb plant 
Wida- 1 proccauia ..,-cement oeSo(iatcd at arms' lcnatb (or If there is DO such thud party, the highest pcrca,t the11 bcllla spc,afiod III proccssina aar-,icnts or CODtracU m the lndusuy), 
,..1,icbcvcr is die greater. The rupcctivc royalues oo residue ps and Oii hqwd bydroc:aroons ahal1 be dctcnnlnod by I) the hiabcst 11Wi.c1 price paid or offered for any ps (or liquid 
tiydrocatbolls) of compuable qualil)' m thc gcncnJ area or l ) the aroa price paid or offcnod for such rcs;due ps (or the we,abtod avaqe grou acllin& pnce for the rupecdve pwlc, of hqwd 
bydrocatbolls), wtu~ is the pu1er In DO event, boweves", ahaU the royaloes payable unda- th.ts p,itqrapb be lcu than the royalocs wbicb would lui"e been due bad the ps DOC been 

proccs,ed. 

(D) OTICER PRODUCTS: >J • royalty oo carboo blacl. sulphur or any ocher products produced or manufxturcd from ps (acq,tlll.l liqwd bydrocatboos) whether Aid p.s be 
"casinghcad. • "dry" or any ocher ps. by fractioamna, bununa or any Olher proecssin&, 1/5 pan of grosa produc:tioo of IIUch producu, or the man.ct value thereof, at the option of Lessor, such 

mm;:ct value IO be dctcnnmcd u follows: 

(1) On the basis of the blabcst man.ct pnce of each produc:t, durina the same mooth in whlcb aucb product IJ produced.. or 
(2) On the basis of the averqe poss sale pnce of eacb product for the same moo th in wbicb sud, producu arc produced.. wluch= is the greater 

(E) v AR1A8LE ROY AL TI': (i) SubJcct to the other provuiOftJ of lhls lcasc, 11 is hereby prvvidcd that in the event producnon in payina quaouucs is established punuant lo the terms 
o( this lease and such producdon Is brought on line and Ales thereof arc commenced witlun twenty-four (24) months of the effcc:tJve date hereof, the royalty rate prvvidcd herein shall be 
roducod IO 11.15'/., and shall apply to eacb subsequent well drillod and produced oo the land covered by this lease. Provided that, If durlna auch rwenty-four (24) month tcnn dunoa wluch 
~ mq ca111 a reduced royalty raic of 11.15'/. u herein prov,dcd, Lessee should drill in 1ood faith and complete the fint well u a dry bole oo the land eovcrcd by thlJ lcuc, Lessee may 
receive I three (3) month CX1a1Jioo of the tcnn in which to W1I a reduced royalo, rate by sivin& notice to the Commwlooer of the General Land Office. commencina dnllmg opcratiocu oo an 
addlbooal well pnor 10 the expiration of sueb three (3) mooth paiod and p,oscc:utina diligently and In sood faith the dnllina of sucb addmooal wdl and completing same 10 that productioo in 
payinc quantities IJ established and so th.at such production IJ brouaht on line and Ales thcrcof arc commcne..c! prior to the cxpiral,oo of such three (3) month extcnsioo period. 

(ii) In the event production In payioc quaouties Is cstablishod punuant to the tcnnJ of this lcuc and such productioo IJ brought on line and Ales thereof arc commcnccd all.er the 
cxpiBtioo oftwcnt)'-four (24) months from the etfcc:tJvc dale bereofbut prior IO the c:xpll'alioo offony-clabt (0) months Crom the cffective date hereof, the royalty rate prvvidcd herein shall be 
roducod to 19.315'/. and shall apply to each subsequent wdl driUod and produced oo the land eovcrcd by tlus lcuc. Provided that, if durina auch twenty-four (24) month 1cnn during which 
Lessee may ca111 a n:duccd royalty rate of 19.315'/. u hcrc:in prvvidcd, Lessee should drill in sood faith and complete the fira 11,cU u a dry hole oo the land covered by thlJ lease, Lessee may 
receive a three()) month CXICIISioo of the tcnn in which town a reduced royalty rate by sivin& notice to the Commiuloner of the General Land Office, c:ommencina drilllna opcntiocu on an 
addltiooal "'ell pnor to the oq,amioo of sucb three (3) mooth pcnod and protoeutiaa dillccntly and i:o sood faith the drilhnc of aucb addltiooal well and complctlna same to that productioo in 
~ quanudes ls cstablishod and so Iha! such productloo is brought oo lmc and Ales thereof arc commenced prior to the c:xpiratioo of such three (3) month cxtmsloo paiod.. 

(P) NO oeoucno : Lessee a,:rocs th.at all royalues acc:nwia to 1-under this lcuc shall be without dcductioo for the cost of producin&, transporUII&. and othcrwiJC maldna the 

oil, ps ~ ocher producu produced bcn:widcr ready for Ale or use. 

(C) ROY AL TI' IN KIND: NO(Wlthswidml anythina caotaincd bcran IO the COOll'W)', 1-may, a Its option, upoo DOC lcu thaa 60 days oodce to Lessee, n,quuc at any time or Crom 
time to time tluil pqmml ot all or my royalties accndn1 to Lcuor under this lease be made in lclnd without dccluc:t,oo for cbe cost of produc:in&, pthcnn&, ffllrina. acpaB!in&, troarin&, 
clchydratina. comprusina, proccssina, trlllSpOr11D& and ochciwisc maldDa the oil, ps and ocher products produced bcm.mdc:r ready for Ale or u.sc. Lessor's right to take Its royalty in kind 
shall DOC diminlJb or oeptc Lcuor's ripu, or Lcsocc's obUptloos, whether express or implied, Wider this leuc 

(If) PLANT FUEL AND R.ECYCL£0 GAS: No royalo, shall be ~e oo any ps u may rq,racot this lcuc's propor,i- share of any f\id used to proc:css ps produced 
bcnundcr m my proccssina pbnt. NO!Withstaodma aoythin1 cootaincd bc:rc:in to cbe cooawy, and mb.JCCl to the cooscot in wnn.aa of the Commwiooer of the Ocncnl I.And Office, Leuce 
may rccydc ps for ps W\ purposes OD the lcucd prcmbcs al\cr the liquid bydrocatt,oo.s cootaincd in the ps 1u,ve been removed, and DO royalties aha1I be payable oo the gu so nqclcd until 
,uc:b time u the same may cbc:rcal\cr be produced and IOld or used by Leucc In such awmcr u to c:otitlc Lcuor to a royal ty thc:rcoo under the royall)' provision.s of this lease. 

(1) MINIMUM ROYAL TI': Ourin& any r- all.er the apuatloo of the primary 1cnn of this lcuc, l!lhu lease iJ maintained by productlon, the royalties paid to Lcs.ar In DO event shall 
be lcu than an amount equal to the total annual delay rental bc:rci4 prvvidcd, ocbawisc. !here ahaU be due and payable on or before the lasi day of the month succ:ccdlna the anni-,. date of 
du.I lease a sum equal to the total annual rental less the amount of royalties paid dun.tla the prec:edins year. 

(J) MARCINAL PllOOUCTlON RO\'ALTI': Upoo Lc:ssce's written applic:.uoa., the School Land Board may reduce die royalty raic set out in thlJ parqnapb and/or the minimum 
royalo, act out In ~ 4 (1) to extend the cconomie life of this lcuc aod coeourqc ~ of oil or cu that might Olhcrwuc rcmai.11 lllll'OCO\lcred Ally such royalo, roductioo must 
oonfonn to the n,qulrcments of any School Land 8oard lldminiJln,dve nalca oo this subj-. Royalty may DOI be roducod below the applicable IWUIOfY minimum. 

5. ROY AL TI' PAYMENTS AND REPORTS: All royalties noc talcm In kind aha1I be paid to the Commiuioner of the General Land Office II Austin, Texas, In the foUOWUI& ma1111cr: 
hymau of royalty oo productloo of oO and ps ahaU be u prvvidod in the rulea ICl fortb io the Texas R.c&Jstc:r. R.ulea cuncntly provide that royalty on oil ls due and must be received in the 

Ocncnl l..aod Office oo or before the Sth day of the aocood month ~I the month of pnxlucllon, and royalty OD ps iJ due and mUSI be received in the General Land Office on or before 
the I Sib uy of the aocood mooth succcccling the mODth of production, acoomp111Uod by the affidavit of the owocr, manqer or other authori.tcd aaen1, oomplctod in the form and manner 
prcacn'bod by the OcocnJ Land Office and ahowln1 the aroa amount and ~tioo of all oil and ps produood and the marled value of tbc oil and ps. toactber with a copy of all documents, 
rcconls or reporu coofinnit\a lhe aroa producdon, dlspositioo and awlct value indudinc gu meter rcadinp, pipeline receipU, ps line receipc:s and Olher chcda or mc:monnda of amount 
procluccd and put mto pipelines. tanla, or poo1J and ps lines or ps IIOl'alC, and any ocher repmts or rcconls 11,illcli the Ocncnl Land Office may roqulre to vai{y the gross production, 
cliJpoctioo llld marlet value. In all c:ues the autborio, of a man.aicr or qcnt to act for the Lc:ssce bcrc:in mllll be filod In the OcncnJ Land Office. Eadl royall)' payment aha1I be accomPV!l,od • 
by • cbcd: stub, acbcd:ule, summary or ocher ranlaanoe advice showm& by the w:lpkld General Land Office lease number the amount of royall)' bcinc paid oo each lease. If Lessee Pan b1' • 
royalo, OD or before lhlny (30) days al\a" the royalty paymau was due, tbca Lc:ssce owes a penalty of 5% oo the royall)' or Sl5.00, wbic:hcva-is pater. A royalty payment whicb is~ ~ • 
(30) days 1* &b.alJ accnic a pcnalo, of 10% of the royalty due or ru.oo wblc:hcva- lJ greater. la addJtiOD to a pcnalty, royalties shall acaue interest a1 a raic of 12% per year, such Int~ •• 
bcp ecc:ndq when the royalo, ls sixty (60) days overdue. Affidavits and supponln1 documents which arc DOI 61od when due sba1J ioc:ur a penalty In an amount ICI by the Gcncnt ~ • 
Office odmlnlJcntjvc rule wblcb IJ dfocdve oc the dale when die affidavits or supponlna documents were due. lbe Lcsac,e ahaU bear all rcspo1U11>ility for payina or c:ausin1 royalties to ho 
paid u prcacn'bod by the dDc dale provided bcrcin. Pwymeot o( the dclinqucncy penalo, shall In DO way opcnu to prohibit the Swc's riabt of forfdture as provided by law nor act to ~ 
the dace OD ,.iilcb royalties were onpnally due. The above penalty provisions shall DOC apply m ca:aca of utle dispute u IO the Scatc's portloo of the royalty or to that porooo of the royal~ 
di.lpll& u to Calr -""" value. • • •• . 

'- (A) R£S£RV£S, CONTRACTS ANO OTICER R£CORDS: Lcucc mall annually f\inwb lhe Commwioocr of the Gcoenl Land Office with its belt pouible csumatc of oil .:J ;a: : 1 

taa"CI undcrtyi.,ic this lease or allocable IO this lcuc aod aha1I fwuisb llllid Commiuioocr wilh copica o( all concncu under wb.idi ps is sold or proc:a.ac,d and all subsequent agreements and. 
amendments IO such cootrletJ within thirty (30) days al\cr auaiq Into or makia& IOcb CODll"actl, raarc,cmc:ots or amendments. Such caotnclS aod a,;rcemcots when rccc:ivod by the Gcffl • 
l...md ~ sba1J be bdd Iii cooJidcoce by the GcncnJ I.ADd Office unless odicrwuc autboriz.cd by Lcucc. All ocher conU11Cb and records pcrtaialna to the production, tntupOrUl.ioa., ... ~ • • 
m.w1r.cti.aa oftbo oil and ps produced oo said pranisea, lnclud,q Ibo boob and IICCOUl11S, rccdpc:s and cllscharses of all wdls, umb., pools, mcun, and pipelines shall at all times be subject to 

mspccdoo and cumlnatiOD ~ lhe Commiu:ioncr of the Ocncnl I.And Office, thc Anomcy General. die Govcroor, or thc rcprcscntalive of any of them. : • • • • • . . 
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(i.l) DRJLLINC RECORDS: Written notice o( all opcmlocu oo dus lca.sc ahall be submmod IO the Commlu,ooer of the Gcncnl Land Office by Lc:sscc or opc:n.tor five (S) dly, before 
opud date, worl:ovc:r, rc-aury, tcmpcn,y abandocuncot or plug and abandoomenl or any well or wellJ Such wnncn oooce to the Gcncnl Land Office ahall include cop,cs of IWlroad 
Commlulon forms for appllutioo to drill. Copl ca or well tcsu, oomplctloo rq>or11 and plugging rq,orts ahall be suppliod IO the Gcncnl Land Office 11 the time they are 6iod with the T cus 
Railroad Commlulon Lcsscc ahall supply the Gcocnl Land Office with any l"CClOnh, mcmonnda. IICCOWlts, reporu, cuttinp and cores, or olhcr illformatioo relative to the opc:ndon or the 
aboYC>«ICribcd prcmisu, which may be requested by the GcncnJ Land Office. In additloo to those herd.a aprcssly provulod for. Lessee ahall have an clccuie&I and/or radioactJvit'y survey 
made oo the boc'c-bolc lCCtloo, from the base or the surface C&SU1g to the toUl dcpch or well, or all wcllJ clrillod on the above desaibcd premises and shall transmir a true copy or the Jog of each 
survey on each well to the Ocncnl Land Office within fiflcai ( IS) days after the maldng of uid IUl'VC)'. 

(q PENALTIES: Lc:sscc sb&ll Incur a pc:na.lt'y wbcncvc:r rcpo,u, documents or olher matcnalJ are not filed ID the GcncnJ Land Office whm due. The pc:nalty for late lilrng &hall be Id 

by the General Land Office adminutntive rule which ls effecuvc on the date whee the ml1cnw were due In the General Land Office. 

7. RETA INED ACREACE: Notwithst&n<b.ng any provuioo of th!J lca.sc to the coouvy, aft..- a well produc1111 or capable or produdn1 oil or gu tw been oomplctcd on the lcucd 
premises. Lc:sscc shall cxcrc:!Je the diligmcc or • rcuonably pnidcnt opcntor In drilling 111ch additional well !>I" "'ells u may be rcuoo&bly necessary for the proper development of the lcuod 
pn:mlscs and In man.ctina the productloo thereon 

(A) V£RTICAL: Ill the cvc:nt dus IC&SC ii In force and cffcc:1 rwo (2) ycan aJ\c:r the cxpll'll.loo date of the pnmary or cxteoded term 11 &hall thco iaminaLe u to all of the leased premi1et, 
EXCEPT (I) 40 IICl'CJ IUITOWldin& cacb oil well capable of producing ID paying quantities and 320 acru IUITOUOdiDI cacb p.s well capable of prodUCUll ID ~01 quantiacs ("U>CludlD1 a shut· 
In o,l or gu well u provided In l'lngrapb 11 hereof), or a "'•II upoo which Lc:sscc is then cna:aacd tn c:ooll.lluous dnl11Dg or rcwooana opcnl.lOOJ, or (2) the ownbcr of acres 1Dcludcd ID a 
producing pooled unit punuabt to Natural lluourccs Code Scctlocu 52. 151-52. 153, or (3) such putcr or lesser number of acres u may then be allbcaled fo,r producdoo pwposc, to a proration 
unit (or each ,uch J)roduclng well under the rules and regulations of the Railroad Commw1on o(Tcus, or any successor agency, or olhcr 1ovcmmcnt.al autbonty baYU11JwudiC1Jon. W1Uun 
90 ~ o{ a panlal termination of thb lcuc In accordance with this 111~ and upoo payment or the mirumum filins fee set by GcncnJ Laod Office rules In cffcc:1 11 the wne of the 
J*tia1 la'lliliwioo. l...c:uec shall have the right to obtain a surface lcuc for ingn:ss and •cress oo and across the 1emun.tted poroon of the leased prcm.lscs u may be rcasoo&bly occeswy for the 
oonrloocd opcntioo of the portloos of the lcuc ranautlng In force and dTcct. If Lcucc fails to apply for a surface lcuc within the 90 day period spcc:i.ficd above, Lcace may apply (or a 
~ lcue from the Land Office, but the Land Com.mluioncr bu the diJcrC:doo to pw,I or deny 111ch apphe&bon and to sct the fee for 111ch surface lca.sc. 

(B) IIORI.WNT AL: Ill the cvc:nl dus lcasc ls In force and cffcc:1 two (2) years aJ\cr the cxplrauon date of the pnnwy or extended term 1t ah&lJ futthcr tcrmuwc u to all dcpchJ below 
100 (OC( below the total dcpch drilled (bcrclnal\cr "dccpcr dcpchJ") lo each well localed on acrc&i• RU!ned lo Paragnpb 7 (A) above, unless on or before rwo (2) years after the pnmary or 
CX1cndcd tcrm Lcascc pay11 an amount oqual to ooc-ba.lf (Ill) or the bonw origlo.al.ly paid u OOOJ1dcnuon fer this lease (u spoaliod on Pl&• l bcroof). If IUCb amount b paid, this IC&SC lhall 
be In force and cffcc:1 IS to IUch clocpc:r dcp(hs. and uid tcrmlna:tion sh&1I be delayed for an additlooal period or rwo (2) ycan and ao 1001 thcrcal\cr u oO or ps b produced In payln1 quan11tics 
Crom IUCb clocpc:r dcpchs cova-cd by thlJ lcuc. 

(q IO£NTIFICATION AND FTLCNC: The .surface acrc&&c rcuined bcmmdc:r u IO cacb well ahall. u n..rty u pncde&I, be In tho form of a square with the wcU localCd ID the ccota 
dlercot: or such other ~ u may be approved by the Scllool La.od Board. Within thlzty (30) dlys aJ\cr parUal termination of this IC&SC u provided herein, Lcuec alwl execute and rcoord a 
rclca.sc °' rclcuca c:oota.lnln1 a Atisf&ccOf)' lepl dcsaiptloo of the acreage imd/or dcpclu DOt rcwncd bcrcw>dc:r. The rccorclcd relcuc, or a ocrti.6od copy of wnc, ahaJJ be filod in the Gcncnl 
1.-1 Office, accompaolod by the 6.1.in& fee prc,c:ribcd by the General La.od Office rules In c.frcc:1 OD the dau the rel cue Is filed. If Lcace Calls °' rcfuscs to execute and RIClOfd such rclcuc or 
rdeaes within ninety (90) ~ a:l\cr be.Ina rcqueslcd IO do ao by the GcncnJ Land Office, then the C,ommlssloo« 11 hi.I IOle chJactloo may clc:siCJl&!C by -written ln.strument the la'Cl&C and/or 
dcpclu IO be relcucd bcm.mdc:r and rcoord IUcb iNWmcnt at l..cSJcc'1 cxpcnsc In the COWlt'y or COWlties "''here the lca.sc !J locatod and ill the offici&I .--da o( the GcocnJ Land Office and 
IUch clc:sianadoo shall be bindina upoo Lc:sscc for all purposes. If II any time aJ\c:r the dfoc:tive dau o( the panlal tcrm.in&tioo provisiOOJ bcrco( the applicable field rules arc chan&ed or the 
wclJ or wclls located thcrcoo arc rcclassi!ied IO U!.&l lcss -ae b thcrcal\cr allocalcd to said wcU or wells f« produc:ttoo purposes. this lcuc ah.all thcn:upoo tcrmin&te u IO all acrcaie DOt 
thcrcal\a allocatod to said wclJ or wcllJ for production purposes. 

a. OP'FSET WELLS: If oil and/« gas should be producc,d In commc:rcial quantities from a well located on land privatdy owned or oo Swe land lcued 11 a lc:sscr royalty, which wclJ ls 
within ODe thousand (l,000) foct of the arca Included bc:rcin. or which wclJ u dnoinlns the area cova-cd by this lease, the Lcace aball. within~ (60) ~ after IUCb Initial productioo from 
tbc ~ well or the wclJ toc.tcd within ooe lhousaod (l ,000) foc,c Crom the area CCMll'Cld by this lcue bcpn lo Sood f&ilh and ix-ic diliga,11.y the drillln1 of III ofhcc wdJ oo the arca 
oowrcd by th!J lcuc, and IUCh officl wclJ shaJJ be drilled IO such dcpdl u m.ay be occcaary IO prcw:ot the llllduc draJn&&e o( the an:a oowrcd by this lcuc., and the I..-. m&n&&cr or driller 
tb.all me all me&1U occcssary ill a Sood faith effort IO m&lce such ofud wclJ produce olJ an4/« gas Ill oocnmctdal qua.otitics. Only upoa the dd.crmlnadoo o( the Commlssioocr &lid with hi.I 
written opproval, may the peymCIII or a oompcruat.ory royaley widy the obliplion '° drill an off°Jd wd.l CX' "'di.I n,qulrod under this Patagn,pb. 

, . DRY IIOLEJCESSA TION OF' PRODUCTION DURINC PRIM.ARV TERM: U: during the primary term bcrcof and pri« to duoovuy and produc:tloo of olJ or p.s oa said land, 
Lcuce abould drill a dry bole or boles thcrcoo, or If durina the primary term bcroof and allcr the diJCOYa)' and acwaJ procluc:tioo o( oil or ps from the leased prcmlsc:s IUCh produc:ttoo thcn:o{ 
should ccuc from any cau.sc, dus lease shall n.ot tcnnlnalc it on or before the cq>ntlon o( ~ (60) ~ from dau of oompletioo of Aid dry bole or CCSAdoa of produc:tioo t..a­
COIUIDCl>CCII additional driUIDI °' reworidn& operations thereon.. or J>1Y1 or ICllda1 the ocxt annual delay rent.al in the same manner u provided Ill dus lca.sc. U: duriD& the last y- of the 
primary term or within ~ (60) days prior lbcrdo, a dry bole be complacd and •baodoocd. or the produc:doo or oil or p.s should cease f« 111y QIIX, l..cucc's rishts shall remain ill full force 
and dTocc withoul further opcratlOOJ until the c:x:plratioo of the primary tam; and it t..a- bu Dot ruumod producdoo In payu11 quantitica II lbc c,q,intioo o( the primary tam, Lcuoe m.ay 
maml&ln dus lca.sc by oooduc:tm& additional dril.lliig or reworidn& opcntiocu puntWII IO J>waarapb 10, ui.111 the cxplmioo o( the primary term u lbe dale of cessation or produaloo under 
Pwqnpb 10. Should the 6nt wdJ or any subsc,qucnt wclJ drilled on the above dcla11>cd land be complcud u a shut-ui oil or ps wdJ within the primary tam baw(. Lcace m.ay l"CIUIOO 

~ ol the aooual l'Clllal lo lbe same IIWIDO' u provided bcrdo oo or bdore the rent.al J)IIYin& date followln& the cxplmioo of~ (60) days from lbe dale o( ooaiplcdoo of sudi abut-ui oil 
or ps wdl and apoo the failure to mm sudi p.ymc:ot,, dus lca.sc shall lpeo r.c.o tcrminale. If• the cq,lradoo o( the primary tam or any time thcrcal'l.cr a shut-In oil °' ps well is loca1od oo 
Che lc:aocl prcmuca paymcolJ m.ay be made lo aocord&Doc with the abut-us provisic:m bcrool 

II. <:ESSA TION, ORlLLINC, A.NO REWOR..KINC: I!, aJ\cr the c:xpcndoa of the primary 1a111, production of oil or ps from the lcued pnmlscs. aJ\cr oocc obc.aincd. abou.ld ocue 
rn-~ -. dils lcue shall oot tcrmlJwc If Lcuoe -=,cooca addition.al drillin1 or rcwonan1 opcntions within mcy (60) ~ aJ\cr such ceu.tloa. and this lease aball remain In full 
boo and dTOC( for ao 1001 IS .,..Ji opc:ndocu oontinue In Sood faith and t,, worlcmmlike m.umcr wlthoul intcm,ptl.OOJ toC&1lq more tbao ~ (60) day&. If sudi ~ °' m¥Oridnc 
opcnl>ODJ l'Cftt In the producdoo o( oO or P£. the lease ah.all rc:maia u, Ml force and droct for ao loq u oil or ps b producod &om the lcuod prcmlsc:s in poryina quaatitica or peymCOI o( 

•• elf• p.-11 royalties or ~ent oC compcnsatOty royalties ls made u provided bcrd.o °' u provided by law. If the dri1lin& or reworid.o& opcntiOOJ .-.11 in the complctloo of a wd.l 
• a dry ll>IC.-r!c lcuc will not kt'IIUll&le If the Lc:ucc -=>CO<lc:I additiooal drillio1 o,: ~ opcnti!XII withill Ii.lay (60) ~ aila lhc oomplcuoo of die well u a dry bole. llld tblJ lease 
oball ,..,.-~occ ao loq u Lcuoc contin11c.s drillin1 or rewond.og opentions In good Ct.itb and ia • worbnm1ll..e m.umcr witboUI ml<n\lplions totalin& more than mry (60) days t..a­
lhall aiv.wnnc: ooticc IO tbc GcncnJ Land Office within thlzty (30) days o( my c:cssatioo of produc:doo. . 

l L Slrtn'- lN A.OY AL TIES: For pwpoaa or this p,iraaraph. •wdJ• mC111S any -u thal bu bom llllp,od a well number by the 11.11e qcocy bavui.1 j\U\ldlc:don. .._ the producdoo or o,J 
and pa. If :i •aey lime Lfl.c:r the cxplmioo of the primary term of a lcaJC that, Wllil bcin& abut In. wu bdna malntainod In force and cffoct. a wclJ ~e of produc::iq oil °' p.s lo peyina 
quantitll ft 1ocatod on the leased prcmucs. but oil or ps !J oot being produced for lack of IUIW>le producdoo fac:llltlcs or lack o( a sull&blc maric:C(, tbc:a Lcace m,.y PIY u a abut-u, oil or ps 
royall)' an amf!!t cqu.aJ to double the annual rc,ot.al provided in the lease. bu! DOt less lhan Sl,lOO a r- (or each well capable o(proclucii,a oil or ps la PIYU1I quantities.. To be dfoc:tivc, 
cad! in!i:J .1,~ oil or p.s royaley mu.JI be paid oo or bc!ore: (I) the cxplmioo of the primsy la'III, (l) 60 ~ aJ\c:r the Lcucc ceuea to produce oO or ps Crom the lc&sod prcm!Jca. or (J) 
60 ~ a4cr t..a- completes a drilllns or rewor'dn1 operation In accordm<X with the 1cue proYUlc:m; wblchcvc:r dau Is lllCSt. If the abut-us oO or ps royalty ls paid, the leuc shall bo 
~ to-~ • ~g leuc and the paymau ahaJJ c:ltLCOd the lcr'III of the lcuc for a period o( ODe re- from the cod of the primary lcr'III, or from the 6nl dly o( the mooth foll-i the 
moodil,n•~coc,roauc,cloa ccuod, and. all.er that, If DO suit.Ible produaloo (dlties or tultablc man.ct for the oil or ps C:WU.. Lcace may c:ltLCOd the lcuc f« (our more succeuive periods of 
one (l) ~ peyln1 the umc amount cac:li year oo or before the cxpindoo o( cad> abut-ui re-, . 
&o!; W!MCNSATORV ROYALTil:S: I!, dwio1 the period the kaJc LI lcq,c In dfoct by po;ylllCftl of the abUl-ui oO or p.s royall)', oil or ps u sold awMm. lll9 ~ quantitlca 

a wdl lowed within ooc thousand (I ,000) feet of the leased prcmuc:a and completed In the umc produdol reservoir, or In any culUJ: MGte~tinuc to 
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m.olnt&ln the IC&K by pa)'UIC the abut-in odor g:u royalty &hall OC&.K, but the lcax &hall remain elToc:tlve for the rcmllloclcr of lhe yur for which the royalty hu bcco paid. The Les.see may 
m.a!Di.alJI wc lease for four mOR ,uccculve ycan by Lcucc paying compcrualory royalty II lhe royalty rate prov,ded lo the lease of the mantel value of produc:tioo Crom the well c:ausin1 the 
dralnai• or which b complc1ed In the same producing rcsctVOlr and within ooc tbousaod (1,000) feet of lhe lcucd prcmillCS. The compensatory royalty u IO be paid monthly io lhe 
Commluiooer beainruna oo or before lhc last clay of lhe month folloWU11 the month 111 which the oil or ps lJ produced from the well eaus,ng tho drama&• or that is completed In the same 
produdn1 reservoir and located within one thousand (1,000) feet of the lcucd premises; if the compc:ruatory royalty paid ,n any 12-month period b In an amounl less than the annual abut-In 
oil or cu royalty, Lessee ahall pay an amount equal 10 the dJITcrcnce within thuty (30) days from the end of lhe 12-month period, and oooe of thCIC provislocu WIU relieve Lessee of the 
oblipaoo of re&JOO&ble dew.lopmcnt nor the obliplioo to drill olTSCI wells u provided In N.R.C. Section 52.03•. boweva-, at the dctc:munalloo of the Com.mluioner, and with the 
Commissioner's wnuen approval. the payment of compensatory royalties shall ucufy the oblipuon 10 dnll ofTKt wells ComJKnsalory royalty paymeou which l1"C not umely paid wm 11CCtUe 
penalty and Interest lo IIOCOnl&oce Wllh Parqrapb 5 of thu lcuc 

IJ. EXTENSIONS: If, al the c:xpiratioo of the pnmazy term of this IC&K, production of oil or cu bu not been obwncd on the lcucd promises but drilling opcmions arc being condui:tcd 
th.CROii In good fJUth and ,n a 1nod and worlananlile manner, Leuce may, oo or befOR the cxpintioo of lhe primazy term, file In the GcncnJ Land Office wnuen application IO the 
Commluiooer of the GcocnJ Land Offioc for a thtny (30) day ex1c:nsloo of this lease, accomparued by paymenl of Three TbOUADd Oollan (SJ,000.00) If lh11 lcuc coven slJt hundred fony 
(6-40) or le11 anJ Six TbOUADd Dollars ($6,000.00) ,f this lcuc coven mOR than &ix hundred fony (6'10) acres and the Commiuioner shall, lo wnting. extend this lcax for a thirty (30) 
day period from and &lier the cxpinlloo of the primazy term and IO 1001 thercaller u oil or gas II produced in paying quanuucs; provided further, that l..esJCC may, '° long u such drilling 
opc:ntiocu arc be1n1 eooduetcd make like applic:alioo and paymenl dunna any thirty (30) day extended period for an addJuonal cxtCDJJon of th1rty (30) days and, upoo rc:cc,pt of ,uch 
applic:alion and payment, the Commiuioner &hall, in wnun1, again extend this lcax IO that same &hall rcmlllll ID force for 1Uch addJuonal thirty (30) day pcnod and'° long lhc:ruller u oil or 
ps Is produced ln pa)'UIC quanUtics, prov,dcd., bo,..evcr, thal this lcuc ahall not be extended for mOR than a total of three hundred ninety (390) days Crom and after the cxplrauoo of the 
primary tam w:ue11 productloa ln p1yin1 qu&ntJtlcs has been obtained 

I.(. USE OP WATER; SURFACE: Leuee &hall have the riahl IO use wat.c:r produced on &a1d land necessary for opcrallons hereunder and 1<>lely upoo the lcucd prcmi1e1; provided., 
howcvcr, Lessee ahall DOC usc poc&blc water or water 1Uitable for hvcstocl or im1auon purposes for waler Onod opcratiocu withoul the prior wnucn consent of Lcuor. Subject 10 ,u obliptioo 
io psy surface damaces, Lcsscc ahall have the risbt IO usc '° much or the IUIUCC or the land thal may be reasonably ncocswy for dri.lhng and opcnting wells and tranJpor11na and marltctin& 
the produc:tioo therefrom, such use IO be eooductcd under coodttions or least 11\iwy IO the surface of the lJnd. Les.sec shall pay lurfaoc damages lo an amounl set by the General Land Office 
fee sdicclule which iJ e!Toc:tive oo lhe da.le when lhe 1JCt1v11y rcqwnn1 the payment of surface damages occun 

IS. POLLl1TIO : ln developing this area., Lcucc ahall use the hisbt11 dean,c of care and all proper wc,uuds to pRYcnl pollutioo. Withoul Umitlng lhe foregoing. polludoo of coastal 
-.lands, na1w-al watcrwa)'I. riven and impounded water &hall be prevcotcd by the usc of eoota.inment facihtics lllfficient 10 prevcnl spillage, sccpaae or ground wa1cr ooownlnatioo. In the 
event of pollution. Lessee ahall usc all means at ii. dispouJ IO~ all CIC8pcd hydrocarbons or other pollutant and ahall be ruponsible for all damage to public and private properties. 

(A) UPLANDS: Lcs.scc &hall build and maiolllin fcnocs around ii. slush, 1U1Dp, and drainage p!IJ and tank batteries IO u to protect lJYCSI.OGk against lou, damage or u\)wy; and upoo 
oomplcdoo or abMdonment of any well or well.I, Lcuce &hall fill and level all alush pila and c:dlan and oompletcly ele&n up the drilling 11te or all rubbiah tbcreon. 

(B) SUBMERCEO LANDS: No discharce of JOlid waste or p,basc ahall be allowed lnlO Slate waters from aay cltilllo1 or IUpporl vcsseu, production platform, a,:w or 1Upply boat, 
barp. jack-up rig or other cquipmCIII localed oo the leased area. Solid wutc ahall lodudc but ahaJJ oot be lunilcd IO coolllincn, cqwpmcnt, rubbiah., plastic, glass, and any other man-made 
D004>iodep'ldable Items. A Ilsa must be dl.splayc,d lo a b.lsb traffic area oo all YCSJClJ and manned platforms awio1, ·Duc:harge of 1111y solid wast.e or garbage loio Swc Watcr1 Crom vessels 
or plad'omu I, ltrictly prol:u'bitcd and may subject a Swc ofTc:xu lcuc io foncinu-c. • Such IWcment ahall be in lencrlog of at ltu1 1· In lizc. 

(q R.IV£RS: To the cxtcnl nccc:ssary to p-cvcnt pollution, the provulocu f<Nnd ID 1Ubscc:tiocu (a) and (b) of thll parqn.pb ahall alt0 apply IO riven and rivcrbcdJ. 

(D) PENAL TY: Failure to comply with the rcquirc:mmll of this provuioo may result lo the maximum penalty allowed by law Including forfcinll'C of the lease. Lcssoc shall be liable for 
the damages caused by rrucb Cailw-c and any costs and cxpc:nscs incwTcd In clcanio& an:u alrcctcd by the discharged waste. 

l'- IDENTIFlCA TIO MARKERS: Lcssoc shall acct, at a dlmncc not IO cxoccd twenty-five (2.S) feet Crom each wcU oo lhc prcmues oovcrcd by thiJ !cue, a legible aian oo which 
&hall be llatcd the name or the opcn!OI', the lcue dcsignat.loo and the well number. Wbc:rc IWO or more wcllJ oo the samc lcuc or where wcllJ oo two or more luset arc oonocctcd to the wnc 
tank battery, wbether by lndlvidual Oow Uno oonnections ~ IO the tank or tan.ks or by usc of a multiple header l)'ll<m, each line between each well and rrucb tank or header ahall be legibly 
ldeotified al all times, either by a firmly auacbed tll or~ or an ldcntificadoo property painted oo s:ucb line al a di.ctance not to cxoccd three (3) feet Crom JU.ch tank or header oonooc:tloo. 
Said &illJl.l, tags, plates or other idc:oti6c:alioo m.arl(cra ahaJJ be malnlalned lo a legible cooditloo througboul the lam ofthiJ lcuc. 

11. ASSICNMENTS: The !cue may be ll"allSfcm:d at any time. All transfers must rcfen::nce the !cue by the file number and must be rccorclcd In the oounl)' where the area is located, and 
the rccordcd trmlf'er or a copy ccnified IO by the Cowi.ty Ocr1c of the oounty where the tnn.sf'er b rccordcd m~ be filed lo the GcncnJ Land Office wllhin ninety (90) days of the cxccudoo 
date, u provided by N.R.C. Scctioo 52.026, accompanied by the filing fee inscribed by the Ocncra1 Land Office rules In cffcc:t oo the dale o( rcccipt by the Ocncral Land Office of such 
tna.sl'er or ccniticd copy tbcRoC. Evay uwwcne ahall 1.--1 to all rigbu and be subjocl IO all obliptiocu, liabllltloa, and pcnaldca owed io the Swe by the origin.al lcascc or any prior 
tnnsfcne o( the leuc, lncludiq any liabilities IO the aate for unpaid royallica. 

I a. R£U:ASES: Lcssoc may rel cue the ri afiu granu,d bcrcw,dcr IO the Swc a1 aQY time by l'DQOC'dio1 the relcuo In the county wbcrc thiJ area lJ &ltuaU>d and 6lloa the rccordcd relcuc or 
-1ified copy of same In the Gcncnl Land Office within oine(y (90) ~ allcr itJ cxocutioo accompanied by the filln1 fee prescribed by the General Laod Office rules i.a dTect oo the ~ of 
i=pt by the General Land Office of such rel use or c:cnificd copy tbcnio!. Such release will DOI have lbc dfcc:t of ~lcuin& Lcssoc from any liabilil)' thcr'CU>forc accrued lo favor of the Stat.c. 

IJ. U £N: In aooordance with N.R.C. Seclioo 52. 136, the Swc ahall baw a 6nt lie11 upoo all oO and g:u produocd from lhe area covered by thil lcuc IO accure paymcnl of all unpaid 
royalcy and o<bcr 1WXU ofmoocy that may bcamie due under thll lcuc. Dy acocpCancc ofthil lease, l..cs;5" cranu the State., lo additioo io the Um provided by N.R.C. Section ll.136 and any 
ocbcr mpplicablc ~ U.... an cxpr,,u ooolBCCI.Lal llcn oa and 1ocurhy ui- ui all lc&sod mincrw la and cxtrac:ud from the lcucd pranlscs, all proc:ocdJ wblcb may eoc:rue IO Lcuoc 
from tbc a.ale of such lcucd mlnen1s, wbdbcr such prooc,cds are held by Lcssoc or by a llurcl perty, and all fixturea oo and improvcmcotJ IO the !cued prcmlJcs UJcd i.a oonooc:tioo with the 
prod,ac:tloo or procasin1 of such leased mlncn!J lo order to a«:Ur'C the paymml of all royaltica or other atnOWlla due or IO become due under thil lease and IO accure paymct1l of any damag~ or 
loa ~ Lcuor may IUITer by reaJOO of Lcssoc's bmdi of any covenant or oooditloo of this lcuc, wbcdier c:xprua or implied. This Lim aad aocurity inlc:RSI may be forccloaod ,wtl, •or • • 
widiout ooon prococdinp In the manner provided In the 1itle I , Oiapter 9 o( the Tc:xu Business and Commerce Code. Lcssoc agrc,cs thal the Commissioner may n,quirc Lcssoc IO cx.&!te • 
and n>cord llUCb lnstrumcnla u may be reasooably Dccc:c&at)' IO acb>owlodic, an.ch or pc:r(ect thil lien. Lcssoc hereby l'C'prCSCllla th.al there are no prior or ,upcrior ltctlJ ariJlo& fromoa tl • 
reutm& IO Lcssoc', activities upoo the~ propatr or from Lessee'• acqulsatioo ofthil lcuc. Should the Commla.slooer a1 any time detcnnl.oe that thll rqnsc:otatlon Is nci ~~ • • 
tbcn lbc Commwloocr may doclare thll lcuc roncit.od u provided bcrciL 

lO. FORYEITIJRE: If l.cs$CC ahaJJ Call or rduu to make the .-r,ncnt of aay 111111 within thirty (30) days allcr it becomes clue, or if Lcssoc or a11 llll1horiz.od agmt ahould lcoowloaJlof.U 
wq fwc retW'D or Ca1ae report oooccrnlq produc:tioo or drilllo1, or If Lcssoc ahall Call or ~ flue to drill aQY olfsd well or wells lo good faith u rcquln,d by law and the rulca and reiiuJatj<M • • 
ldoptcd by the Com.mluloocr o( the GcocnJ Land Office, or If l.cs$CC should Cail IO file rcpor1S In the manner rcquln,d by law or fall lO comply with rule, and reauladocu promulp!Cd ~ the 
Ocncnl Lmd Offioc, the School Land 8-'d, or the IWlroad Commluioo, or rduJC the proper aulhority loCCCU to the records pcru.inlng IO opcnitioos, or If l.cs$CC or an authorized -l!if : • 
abou1d lcoowlnaly Call or rcfusc IO give comd lofomudoo IO the proper authoril)', or lcnowlolly Cail or refuse IO fumlsh the Gcocn.l I.ADC! Offioc a com,ct log of Ill)' weU, or If Lessee ahall 
~ Y violaic aQY of the auu:ri.aJ provislOOJ of this lease. or If thil lcuc Is uslsnc,d and the u.&lanmen1 Is ooc flied In the Gcnen1 Land Office u rcquin,d by law, the riafiu acquired under 
Ibis lcuc aball be subJoct IO forfdlllre by the Comm.wlooer, and be ahall forfdl Ame when su.fficlmtly informed of the facts which aulhori.u a forfdturc, and when forfeited tho ~ilill! • • 
aplo be subject to lease IO WC hlsbcst bidder, w>dor die 11a111e resulatiocu ooo1101Jln, the orisuw &ale of ICUCI. llo-, IIOChlng bcreio ahaJI be COClSWcd u waivin1 the autooMJe • 
1crm.lnatloo of thls lcuc by opcntion of law or by n:uoo of any apoclal limitation arlsloa hereunder. Fondturcs may be set ulclc and thil lcuc a11d al l righu thereunder rdnmtcd bcfOl'C the 
rist,u o( aoocbc:r Intervene upoo aatu!acc«y evidence to the Commluloocr of the General Land Office of fulllre compllaoce with lhe provisions of the law and o{ this lcuc and the rul• ".3cf : • 
recu1Mioo.a that may be ldoptcd relative bcreto. 
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11. IU VEJlD ED TRACTS: In the event th11 lcue oovcn a riverbed. Lcsscc u hereby spec:11ically a:ranied the ngb1 of eminent doown and ooodcmnalJoo u prov,dcd for an N R..C. 
Sec:dOOJ 52.092-52.093, u a pan of the consideration mov,na to Les.tor for the covcnao1,1 bCl"CUI made by Lessee 

11. APPLICA BLE LAWS AND OIU LLINC R£STRICTIONS: This lcue ahall be subject 10 all rules and regulations, and amcodmco1.1 thcn:to, promulaatcd by the Commissioner of 
the Gcncral Land Office govcmins drilhng and producing operations oo Pcrmancot Free School Land spccilically 111cluchng any Nies promulgated that relate 10 plans of opcnoons, payment of 
royalties, and auditing proccdW'CS, and shall be subjCCl 10 all other valid statutes, rulca. regllladons, oc'Clcn and otdmancc:s that may aiTcct opcnbons under the prov,siOOJ of thu lease. Without 
limiting the gcocrallty of the foregoing. Lcsscc hereby agrees, by the acccpWICC of this lcasc, lO be bound by and aubjcct lO all swu1ory and re,ulllory pr'OV1sions rclauns to the General Land 
Office's audit bill ing notice and audit bearings procedures Said provisions arc CU1TCOlly found 11 3 I Tcxa.s Admutlstntivc Code, O,apcer 4, and Tcx.a.s Nanni Resources Code Sccti011J 52.135 
and 52.137 througb 52.140. In the event lhu lcue oovcn land franchised or leased or othcrw,se used by a naviplloo dislnCI or by the United Swes for the purpose of navigadoo or other 
purpose inclcknl to the operation of a pon. then Less« ah.all DOC be entitled lO coler or possess auch land W1thoo1 prior approval u prov,dcd under S«ooo 61 117 of the Tcxu Water Code, but 
Lcsscc shall be entitled to develop such land for oil and gas by directional dnlhng; provided. however. !hat no swfecc dnlhog locatJoo may be ocarcr th.an 660 feet and lpCClal perml.uion from 
the Commiuloner of the General Land Office is ncc:essary 10 make any swfecc locadoo ncarcr than 2,160 fcct measured II nghl angle. from the nearest bull.bead line or from the nearut 

dredged bottom edge of any channel, &lip, or lwning basin wblch has been authoriz.od by the Uruted Swes u a fcdcr-al proJCCI for fu!W'C c:onstnlCIJOO. wluchevcr II nearer 

lJ. REMOVAL OF EQUIPMt:NT: Upoo the tcrmlnadoo of thu lcasc for any cause, Lessee &hall not. 111 any event. be permitted lO remove the cuina or any pan of the cqu1pmcn1 from 
any producing. d,y, or abandoned weU or wellJ without the wrincn cooscnl of the Commissiooer or the General Land Office or 1111 authocu.od rcprcscnwive, nor shall Lcucc, W1thoo1 the 
wrinco corucnl of aaid Commissioner or biJ authoriz.od reprcscotadYC remove from the !cased prmalsa the CBIIII or any other cqu1pmC11l. maJcnal, macluoay, apphance1 or propcny owned 
by Lessee and used by Lessee in the development and production or oil or gu therefrom un!JI all d,y or abandoned wcllJ have been plug&ed and until all slush or refUJe pits have been properly 
fi lled and all brol.c:o or discarded lumber, machinay, or dcbri.1 ahall have been removed from the premise, to the 11111facoon of the said Comm1wooer or hJJ authoriz.od rqnscntativc 

:J.4. FORCE MAJEUR£: Should Lcsscc be prevented from complying wilh any express or 1mphed covenant of this lcasc, from oooducttng drillins opcnllons therooo. or from produans 
oil and/or p.s lhcrcfrom, after effort made in good faith, by rcasoo of war, rebellion. riots, strikes, fires, acts of God or any order, rule or regulalloo of govemmc:olal authonty, lhc:o while ao 
prcvcntcd, Lcsscc'• obligation to comply with such covenant shall be suspended upoo proper and llli1fa.c:tory proof prcscolod lO the Commw1ooer of the General Land Office in auppon of 
Lcsscc's contc:otlon and Lessee ah.all not be liable for damages for fallw-e lO comply therewith (cxccpl In the event of lcasc opcratiOOJ suspended u provided In the Nies and reaulat100J 
.dopted by the Sc.boo! Land Board); and this lease &hall be mc:odod wblle and ao long as Leucc l.1 prcvcntcd, by any such cause, from drillins. rcworun1 opcBllons or produetng oil and/or 
p.s from the lcasod prcmucs; provided. bowcvcr, th11 nothing hcrclo-shall be constNed 10 auspcnd the paymcol of rental., dunng the pnma,y or cxtc:oclcd term, nor lo abridge Lcuec'1 n&ht to a 
suspc:nsloo under any applicable &WUtc of thiJ State. 

lS. LEASE SECURJTV: Lcssoe shall take the big:bcst degree of care and all proper safeguard) to protcct said prcmiJes and lO prevent theft of oil. gas, and other llydrocarbocts produced 
from &aid lcuc. TbiJ Includes, but IJ DOC limited to, the lnAallatioo of all ncccss.vy equipment, seals, locks, or other appropri11e prolCICQve dcvica on or II all acccu points II the lcasc'1 
proclucdon. plhc:ritli and l!OniC systems where theft ofbydrocatbons cao occur. Lcucc shall be liable for the loss of any bydrocarbocts rcsultiog from theft and ahall pay the Swe of Texas 
royalties thereon u provided herein on all oil. PJ or other bydrocarbocts lost by rcasoo of theft. 

16. REOUCTIO OF PA Y1'{EN'rS: If, during the primary term, a ponioo of the land covered by this lcue 11 Included within the boundaries or a pooled unit !hat lw bcca approved by 
lbc School Land Bocci in a«ordanoe with Nanni Raourc:es Code Sections 52. 151-52.153, or 1(.11 any time al\cr the expiration of the prunlt)' tam or the extended lCl'1ll, thiJ lease coven a 
lcacr number of acrcs than the total amount described herein. paymc:ol.l lhat are made on a per acre basiJ bcmmdcr ahall be reduced IICCCX'ding to the number or aacs pooled. rclcascd, 
sum:ndcrcd, or otherwise ICVCt'Od, ao that paymcol.l determined oo a per acre basis under the tcmu of thiJ lcasc durioa the primary term shall be calculated bucd upoo the number of acres 
outside the boundaries of a pooled unit, or, if after the cxpuuioo of the primlt)' term, the number of acres aaually retained and covered by thiJ lease. 

27. SUCCESSORS AND ASSIGNS: The covenants. oooditions and agrccmenl.l contained herein ahall cxtc:od lO and be blndina upon the heirs, cxocul.Orl, admiruslralOn, SUc«UOl'S or 
assil)llJ of Lessee bcrcln. 

ll. ANT"IQUITlES CODE: I.a the event that any fCllUJ'C of arclicolOJical or biJtorical lntcrcsl Is COCIOUlllCl'od during the activities authorir.cd by lh1a lease. Lcssoe will immodia!cly cease 
activities and will immediately notify the General Land Office and the Tcxu l lislorical Comm!u!oo ao that adequate measures may be undcrulcm lO prOICCl or recover such diJOovcrics or 
findiop, u appropri11e. l..eace IJ cx:prcs&ly pbcod oo ootioe or the National Hislorical Preservation Act of 1966 (PB-19-66, 10 Swutc 915; 16 U.S C.A. 470). Lessee shall comply with the 
Andquitics Codc of Texas. Oiaptcr 191, NIIUJ'al RCSO\IJ'CCI Code, u amc:odcd. 

1,. VENUE: Leu« and lcsscc, lnc:luding lcsscc'1 succcuon and assigns. b.crcby 1iRJC that vcoue for any diJpute arulna out of I provuloo of lh1a lease. wbc:dia cxprcu or Implied. 
regarding inlap<CWioo of thiJ lease, or relating in any way to thiJ lease or lO applicable case law, IIIWICS, or lldmlnisuuavc Nies, shall be In a coun of cocnpetcn1jwudictloo loca1ed in TraviJ 
County, Swe orTcxu. 

30. LEASE FlLlNC: Pursuant to Otaptcr 9 of the Tex. Bu.s. &. Com. Code. thiJ lcasc must be filed of rcoord In the office of the County Ocrlc in any county In wblcb all or any pan of the 
leased prcmiJes ls loca1cd. and certified oopies thc:rcof must be filed In the General Land Office. The prescribed lilln1 rec ah.all accompany the certified oopies scot lO the General Land Office . 

• •• . . . 
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J I. l:XEClrl"lON: Toss on and ps luse must be 11gncd 111d acbiowlcdccd by the Lcsscc before It Is flied of record in the county rcc:onis 111d 1n the Gcncru Land Office or the Stale or 
Texas. 

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

~r;EE 
Dan P. Colwel 1 

TITLE: Yi ce Pees! dent - I and 

DATE: September 25 1 1998 

Land Office of the State ofTClW under the seal of the Gcncru Land Office. 

PROVED 

Contents $ft\.., 
Lqal ~ 
DC 
SD 
E.1cc 

STATE OP ___ T_E_X_AS _____ _ (CORPORATION ACKNOWLEDCM£Nl) 

COurrrYOF _ __:M:.,..:.:ID~LA==-N~D'-----~ 

BEFORE ME. cbe uodcnisncd authori ty, oa this day pcnonally appcarcd ___ DA_N_P_._c_O_L_W_E_L_L __________ _ 

1cnowa 10 me 10 be the pcnoa whose ume 1s subscnl>cd 10 the rorceouii instnimcot. u __ V_I _CE_P_R_E_S_I _D_EN_T_·_LA_ND _____ or T I TAN RESOURCES I , I NC. , 

_c_e_n_e_r_a_l _P_a_r_t_n_e_r_o_f_T_I T_A_N_R_E_S_O_U_R_C_ES_,_L_._P_. __________ ""'and tdalowlcdacd 10 me that be cxocutcd the same 

for cbc purposes and ooasldc:ntioa lhcrcin cxpRSSOd. ill the c:apac;1ty IWcd, and u the ..::t and deed or &aid c:ocporatioa. 

Givai IIDdermy bmd and seal of office this lhc __ 2S_t_h __ day 0 r __ Se~p_t_e_mb_e_r ___ 

7

...,~,---~...,,-'~/~ 

Noory~l:p ... ___________ _ 

STATI: OP __________ _ (IND MD UAL ACKNOWLEDGMEN1) 

COUl'ITVOP __________ _ 

Before me, cbe Wldcnisncd authority, oa this day pcnonally appeared ___________________ _ 

mown to me to be the pcnoas whose umcs are sublcnl>cd to the forceoln1 illsuumcot, and acbowlcdacd to me that they cx.ccutcd the 
Ame for the purpc,1ca and eoasidcndoa lhc:rdn c:xprcacd 

Givai IIDder my hand and seal of office this lhe. _____ --'day of ____________ __, 19 ___ _ 

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

--------------------...···· 

6 

. 
Notary Public ill 111d for ___________ _ 

•••• 
-------------------~ ... 

• ...... . . 
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WHEREAS, punuaol lO tho Tew Nllunl Raowccs Codo Olapltn 32, 33, $1, aid 0:upter 52, Subcbaplcn A·D llld II, (said Code bdna bcrctnallcr referred ID • N..R.C.). md 111bjcc:t IO Ill 
rwca and rccuJatiOOJ promulpted by tho Cooimissioocr of the GencBI Lind Offk.o llldlor tho School Land l3olnl punuant themo, aid all Olhcr IIR)lic:ablo mnna -' mncodmmu IO aid 
N.JlC.. lhe followina wea, io-wlt 

SEcnON 33, OLOCK 531 PlJl)LIC SOIOOL LAND SURVEY, CULBERSON ANO REEVES COUNTIES, TEXAS, COITTAJNTNC APPROXJMATELY 640 ACRES AS SHOWN 
ON TIIEOf11'1 ClAL tAPS OP CULBERSON ANO REEVES COUNTI ON PIU: lNTII.ETEXASCENl_RAL LAND OFFICE, AUSTl , TEXAS, 

wu, after bdna duly IMMrtlscd, o{Tcrcd for lease oo tho 4th day of Auru, t, 1991, al 10:00 o'clock a.m., by tho Commissiooer of tho Gcnaal Llod Offic<1 of tho Si.to of Texas 1111d Ibo School 
l...llnd Ooard o( tho Sw:o of Tex.as, for tho JOle 1111d ooly purpose of prorpcaing and dril llna for, M>d produd.ng oil and/or pJ Iha! may be found and producc,d from the above duc:ribcd area; and 

WI IEJlHAS. al\tr all bids aid rcmiUIIICCS which were received up to uld tune haw bcc:n duly considered by the Commissiaacr of tho GencBJ Land Office aid Ibo School Land l3olnl al I l'CSWM' 
mccdng tbcrco(ln tho Omcnl laDd Office, on Ibo 4th day o( Aucwt, 1'98, bcrdllll\er Ibo "dTcdlvo d.11.o" lll1d it wu found and dcu:rm1ocd tb.i TITAN Rf.SOUR LP. wbosq lddrca Is 
SOO W. TF..'<.AS, S\JT1"E 500, ·IIOLAJ'l,'01 TX 79701 had olTend the hlaJ,esl aid beat bid for a'- o(the area aboYO described lll1d Is, lbcrcfore, entitled IO .-w a lease tbcr-= 

NOW, TI !EREFORB, I, Gany M.auro, Commlssiooer ofthe GcocnJ land Omc,s oftbo SwoofTcxu, bcmnal\CI' JOmctimca referred IO .. -i.-: wbme adJrcaa lsAmtin, Tew, by VU1Ueof 
lhe au.h«ity \Ulcd In muod Ill oomldcntioo of the i-)'IDCIII by the bcrcinallc:r dcslpuu.od l..esscc, the,um o( lxttt11 Tbouuncl Sh I h1.od ....S l'wt11 ty Senn a.nd l tvl 00 DAU. n (S 16,6.17.lO), 
rcoeipc o ( which Is hereby acbiawledg,cd md of the royalties, COYalllllJ, 111pulatiOOJ lll1d ooodlclcos ooo.talncd llld bcrcby aped to be i-,d. obecrved lll1d performed by 1.-, do hereby dcmbe, 
pmit, leaso llld let unto the lboYe mentioned bidder the exclusive ri&bl co pnllpCCI for, produce Mid lako oil mdlor ps from the aforcaid lr'Ca vpoo tho follov.UII tc:rmJ and coocbtions, tc>-Wit 

I . R£S£RVATION: There Is bcrcby cxecp1ed mxl rcaawd co Lcaor Ibo l\ill use of the propa1y c.ovacd bcrcby md all nght, wtth rc:spea to the suruce aod IUblurf'ICe tbaeo((or 111y and 
all pwpo,ca cxcq,1 tbmo sn,itcd lll1d co tbo cxicnt bcttio l!'llltcd to Lcuec. toactber v.,tb tho riabtJ o( insrcss aid egrcu and use 11! uid lands by i..-md 113 mi.ocrall lcaccs, for purpoe.c:s of 
cx:plorina for and produdng the mlnenb which are DOC covered, or v.bicb may DOC be cowred i.o tho f'unue, UDder the tams of th.iJ lease, but wblc.b may be located wtthla tho IWface boundaries of 
the leased area. All of the riabtJ Ill and IO the leased premises retained by 1-and all of tho nahtJ in IOd to tho leased premiscs l!'llltcd to Lessee bcrdn ahall be cxcrcbcd ln u:b • marmcr tbal 
odlhcr shall unwly lnlaf'ae wtth the opc:radom o( the other. 

1. TI:AAI: Subject co tho other provlsiOOJ bcrtof, this lease ahall be for a term of lln (5) y--. Crom the cJTectlve dale bcrtof (bcrcui called "primary term") and aa loog thcrcaJ\er u on or ps 
,s produced In payina quaotitlca from said area. 

3. DELAY RENT A LS: If no well be commenced on the land hereby lCl!Cd on or before the aooiYfflll')' dale of th.iJ lease, this lease ahall tcrminalo u IO both parties unlesa the LePee on or 
before said cbtc ahall pay or IClldcr co tho Commlulooer of tho GcocnJ Lind Office of the Swe of TCXM M AIISWI, Texas, the sumo( One Dollar (Sl.00). pu 1ett, which ahall opcnlo u rental 
1111d CCM:r tho privilege of deferring the commcnccmcnt of a well for twdvo (ll) month, Crom Aid dale. Ill like manner aid upoo like paymClll.l or lcOdc:n tho commcocemeot of a weU may be 
further deferred (or llko periods o ( lho ume number of mootlu IUClCICSSivcly durina tho primary term bc:roof. 

•· PROD cno ROYAL Tl : Subject co tbe provisions for royalty rcck1cuonua OUI In 111bpuqrlpb (E) oftbu pllraiJ"IPb 4, vpoo production of oihnci.lor ps, the l.cssoe11rca ID pay 
or cause 10 be p&id to tho Commlsslooeroftbo Omcnl Lind OffiC<I i.o Ailsun, Ta.u, l'br the l&IC and benefit o( tbe Swc o!Tcxu, dunn1 tho lCl'm bcrcof. 

(A) OIL: I.a• royalty on Oll, v.hk..b is defined as i.otludma Ill bydrocarbom produced in a liquid form a1 tho mouth of the well lll1d aho all tOOdcnsate, diJllllatc, and ocbcr liquid 
bydroc:atboos rccovcrc,d from oil or ps nm lhroup a scpara1or or Olhcr oqwpma11, u bcra.oaJla pnMdt:d, 1/S pm, o( Ibo &TOSI producuoo or tho marl.ct value thcn,o(, • the opllOII of the Lalor, 

uo co be determined by I) tho hlgbcat J)O'lcd price, plus pranium, if any, offend or paid! for oil, ooodcmate, distill•c, or Olhcr liquid bydroc:arbom, rcapoc:tivcly, ota like typo IOd p,rvity 
erea v.bcre produced lll1d wbco run, or l) tho bla)lc:a marlc:ct pnec tbcn,ol offend or paid in the acncral erea when produced llld wbco nm. or 3) the p'OU proccods of tho ulo 

wblc.bcvcr Is lhc p-cau:r. 1-aarca thal bc!oro 1111y ps produced from tho land bcttby leased Is aold, used or proccsad in a plant, it will be nm Cree of - to l.cmor tbroup ., 
• ~ oil lll1d ps tcpmUlr of coovcntlonal type or other cquipmcn1 al lcasl u efficient co lho end thM all liquid by~ ~e from the pJ by aich mean, will be l'CCOYa'Cd. Upon 

w-. tfm ; t of lalor, the requlmncnt lbal Neb pJ be nm lhn,ugb Neb a sqwa&or or ocher equipment may be ....,vcd upon suc:b lCl'lltJ and coodtliOOJ as prc:1cribccl by Lcaor 

• 
• 

JP) NON·PR £ 0 GAS: NI royalty 00 1111y pJ (includma flared ps), which is defined U all hydrocarbons and gaseous subswlces DOC defined U Oii U1111bpengnpb (A) above, 
Crom 1111y well oo aald land (cxetpt as provided hcrdn with rcspcct to ps p«)CCSKd Ill a plan1 for the cx:trKtloo o ( psolinc, llquld bydrocatboos or ocher products) ll_ pan o( the grcu 

on or the matlc:ct value thC1'COC, al the opdoo of the Lcaor, sucb value 10 be based on the hlghesi market price paid or offered for ps of com~e quality In the amcnl area where 
uc«I and "11m nm, or the gross prioo paid or offered to the producer, whichever is srutcr provided that the nwumwn pressure base in mcasunna tho ps Ulldcr this lease oontnct ahall DOC a1 

~ exceed 14.6S pounds per ,qww Inch ablolutc, aid tho standard base tanpcraturc &ball be 11xty (60) degrees Fahrcnhd1, cocrcctloo to be mado for pressure accordina 10 Doyle's Law. and 
f~ spccilic grav,ty according 10 lest made by the Balance Method or by the mOII approved method of tcatlna belna used by tho iodusuy a1 tho time of testlna 

•••• . .... 
• ...... . . 
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Ongmal filed in 
Reeves County 
Clerks Office 



.,. (q P £0 C : /u a royally on any gas procc.sscd 1n a psohne plant or Olhc:r plant for the rcco,'CT}' of psohne or Olhc:r hqwd hydrocarbons, I~ pan of the residue ps and 
the hquld bydroc:arl>ons cxtn1etcd or the marl.ct value thereof, Ill the option of the Lessor. All royalucs due bc:rcu, ahall be based on one hundred percent (100'•) of the tout plant produclloo or 
l'Clidue gu attnbutable to ps produced from this lease, and on fiRy pcrccot (SO"•) or that pcn:cnt ecauin1 to Lcsscc, ... tuchcvcr 1s the putc:r, of the total plant rroducuon of hqu,d 
hydrocarbons, utnbutable to the ps produ«d from this lease, prov,dcd that 1f hqu1d hydrocarbons arc l'CCO\.'Cfcd from ps pn>eeSSCd in a plant 111 ... b,ch Less« (or its p11.mn. subsidla,y or 
affihate) owns an intc:rest, then the pc:rccntage applicable to hqu1d hydroc:arl>ons lh.all be fiRy percent (SO". ) or the luaJ,csl pcRCOt accrwn1 to a third patty p,oc:euang ps through JUCh plant 
under a procca ma agreement nc1ot1a1ed at arms' length (or 1f thc:rc is oo such thud puty, the highest pcrccnt then be1n1 ap«ilicd 10 proc:essull agccments or contracU 1n the induwy), 
... 1uchevc:r 1s the greater. The rcspccu,e royal11cs on residue gas and oo hqwd bydrocarbonJ ab.all be determined by I) the bigbcll market rncc paid or ofTc:rcd for any ps (or hqwd 
hydrocarbons) of C1001panble qual1ly 10 the 1mcral area or l) the sros.s pncc paid or ofTc:rcd for IUCb residue ps (or the "'aghted a,"c:raae IJ'OU acllin1 pncc for the respcc:U,e sndcJ of hqwd 
hydrocarbons), wbJchC'o'ff tJ the srcatcr. In no c-mt. bowevc:r, ahall the royalucs payable under this i,-ngnph be less than the royalllc;s v.bich would ba,e been due had the ps DOC bcaa 

procc.sscd 

(0) 0111 ER PROO CT : /u a royally on casbon black, 111lphur or any Olhc:r producu produced or manufactured from ps (cxcq>Un& liqwd hydrocatbonJ) "'hcthcr Aid ps be 
"ca.singbead." "dry" or any othc:r ps. by fracuonaung. bumin1 or any Olhc:r proccu1ng. 115 pan of poa production of such products, or the mar\..e1 value tbcrcof, Ill the opttoo of Lessor, IUCh 

mrlct value to be determined u follow,· 

(I) On the basis of the highest market pncc of each product, dunng the same month in which such pn>dua Is produced, or 
(2) On the basis of the a\lCT'llge poss sale price of each product for the same month in which such products arc produced, v.hlchC'o'ff Is the arwc:r 

(£) VAJUAOLE ROYAL TV: (I) SubJect to the Olhcr provisions of this lease., It lJ hereby provided that In the event production in pay1111 quantJtics 1s csublabed pursuant to the tcm11 

of thlJ tease and ,ucb production Is brougbt on hne and sales thereof arc eommc:nccd withui twaity-four (24) months of the efTocuve date hereof, the royalty rate provided bc:rcin ahall be 
reduced to t&.7S"/., and ahall ll)ply to each subsequent well dnlled and produced on the land coYCRd by thu •- Provided thlU. tf dunn& ,ucb twenly· four (24) month tcrm during ,.hich 
Lc:sscc may cam a reduced royally rate of I a.1 "/. u bcrcin provided, Lc:sscc should dnll III aood faith and complete the r1r11 well u a dry bole oo the land covm:d by thu lcuc, Lc:sscc may 
receive a thrcc (l) month cxtcnJioo of the term in ,.hlch to cam a reduced royally ra1e by 11vin1 OOtJce IO the CommJuioocr of the Gcocral Land Office. commCllCUII dnll1111 opcnbons oo., 
additional well prior to the cxpintlon of ,ucb three (l) mooth pcnod and prosecullD& dtb&CIIIIY and In iood faith the dnUm1 of such additional well and co:nplew,g same ao tba1 productioa In 
paying quanutics Is eslablished and ao thal such produc1Joo Is brouaht on line and sales thereof arc commenced prior IO the cxpinuoo of ,ucb three (3) month cx.u:nsioo pcnod.. 

(ii) In the event produdloo in p41)'UII quanuucs Is cstabliJhed punuaot to the tcrmJ of thu IC&ICI and ,ucb produclloo Is brougbt on hnc and salc;s tbcrcof arc commcnoed a11cr the 
cxpintion of twcnly·four (?A) months Crom the cfTocuve date hereof but prior to the cxpimioo o( fony-d&bt (41) months Crom the dl'ect.ive cbtc hereof, the royally rate provided ba'CUI Jba1J be 
reduced to t9.J7S"/. and alull apply to cacb subsequent well drilled and produced oo the land coYCRd by this 1-. Provided thlU. if dunnt such twaily·four (24) month tcrm dwula "'-bk.b 
Lc:sscc may cam I reduced royalty ruo or 19.J7S"/. u bcttin provided, Lessee should drill In aood faith and complete the r1r11 wdl u a dry bole on the land coYCRd by tlus lcuc, Lc:sscc may 
receive a thrcc (l) month extension of tho term in which 10 cam a reduced royally ralc by aivina n«icc to the Commisaloncr of the Gcocral I.ADd Office. commcncioa dnlho1 operadoos oo ao 
additional well prior to the expiration of such three (l) month period and prosecuting dlli&cntly and in iood Caith the drill ma of IUch additional well and complew,1 same ao tba1 production In 
paying quantities Is CSJ:1blls.bed and ao that ,ucb productioo Is brouahl oo l111e and Jllc;s thereof 1re commenced prior to the cxpintloo of such three (l) month cxtcn.s.ioo period 

(F) NO DEDUCTION : Lc:sscc aarccs that all royalties acaulng 10 Lessor undcr thu lease &hall be without dcductloo for the COSI of prodUCU1g. lrlllSpOrtlllg. and Olhawlsc maldna the 
on, ps ~ Olhcr products produced bCfC\llldcr ready for sale or use. 

(C) ROY AL TY lN KIND: Norwltbswlding anything contalocd bcrcin to the conuwy, Lcuor may, Ill Its option, ui- DOC less than 60 dayi ootice to Lc:acc, rcqwre u any ume or Crom 
time to time thal payment of all or any royalties ecauing to LCJJOr under this ,_ be mldc, In lclnd without dcductioo for tho coa of producing. pthering. IIOrin&, tcplll'IIWII, treating. 
dehydrating, C1001pressing. procasin&, tBnJporlin1 and Olherwise mmo1 the oil, ps and ocher producu produced bcmmdcr ready for sale or use. Lcslo(a riaht to talcc its royalty In ldod 
ahall DOC tliminlsb or nepte Lc:saor'a rigbt.t or Lessee'• obliptioos. wbcther cxprus or implied. Wider this IC&ICI. 

(U) PLANT f'UEL ANO RECYCLED C : No royally &hill be peyable oo any ps u may rqnscnt this lcuc'a proportlooa1c shire of any fuel IIJCd to proocss pa produced 
bcreundcr In any proccuin1 plant. Norwlthstaodtng anything cootaiocd bcRio to the conuwy, and subjcc( to lbe OOIIICDt In wriuna or lbe CommiasiCJDCf or the Gcocral Lllld Office. Laroe 
may recycle ps for ps li1I pwpolCJ OD the leucd prcmlscs a1lcr the liquid hydrocarbons contained In the pa ba-..o bcaa ~ and DO royalties &hill be payable oo the ps JO rccydod 1111til 

such timc-u the aamc may tbc:rcaJ\cr be produced and aold or used by Lc:sscc In IUcb tlllMCt' u to cnutle Lcuor to a royally tbcrcoa uodc:r the royally provisioos of this lease 

(I) l',UJIIJMU M ROYAL TV: Ourina anncar allcr the cxplnlioo o(tbe prima,y term of this \cue, lfthls lcuc ls malntalocd by production, the royalties paid to Lestor ID DO event wll 
be less than an amount equal to the toW IWlual delay rental bcrcul provided; odiawiJC, tbcrc wit be due aod pa)'lble oo or before the llsl day of the month succudln1 the lllll'livasmy ~ o( 

thb ,_ a sum c,qu,J to th.c toW IWIUII rental less the amount or royalties paid chaing the precedln1 year 

(J) MARCIJIIAL PROD CTIO ROYAL TV: Upon Lcsscc's wnuen application, the School Land Ooenl m~ reduce the royally rate Jct out In thu paragnph .ndlor the mllllmum 
royalty Jct out in subpangraph 4 (I) to cxtcod the economic life o( this ICIJC and encounae rccovay of oil or pl thal might Olherwlse rem1!n unrccovcrcd. Any such royally reduction mllll 

conform to the rcquirc:ment.t of any School Land Doud adminlJtnllve rules oo this subj<,ct. Royalty may DOC be reduced below the applicable ltaUltory mlnlmum. 

S. ROYAL TY PAYMENTS ANO REPORTS: All royalties not taken In kind ahall be paid to tho Commluloner of the Gcncnl Land Office ll Au.stin. Texas, In the folJowlna m.anoer. 
Payment or royally oo production of oU and gu ahall be u provided in the rule1 Jct forth In the Texas R.caiJ«,r. R.ulc;s CWTently provide that royally on oil Is due and mu.st be rccdvod in the 

General Land Office on or· before the Sth day of the ICCOOd month succccdin& the month of produc:tion, and royalty on ps la due and mUJI be receivod In the Gcocral Laod Office on or before 
the 15th day of the ICCOCld month IUOOCOdlni the month of production, ecoompaniod by the affidavit of the owner, 11111111cr or oilier authorir.od •tent. complcied In the form and m1Mer 
prc:scribcd by the General Land Office and ahowlng the groa amount and dbpoaitioa of all oil aod pa produced and the mar1cct value of the oil and ps, IOSdhtr "'ttb a copy of all documcnlJ, 
re,oords or rcports cooftrmlng the groa production, dispositioa and marlcct value iocludin1 p1 md(t radlnp, plpclioo rccdpt.t, pa line receipa aod other cbccla or mcmonoda of amount 
produced and IJ'll loLO pipdiocs, tanb, or pools and ps lines or ps 1Unge, and 111y ocher rcportJ or roconll whidl the Gcocral LIDd Office may ~ LO Yally the grou produaloa. 
dbpoaitioa and marlcct valuc. IA all cues the authonly of a manaacr or aacn1 to act for the Lcsscc bcrda muat be med In tb.c Ocncnll l.AOd Ofricc. Each royally peymcn1 lha1J be eccomJ*llc,d 
by a checlc 1t11b, ICbcdule. summit)' or oilier remittance advice ahowln& by the assipic,d Gcocral Lllld Office lease !lumber the amount of royally being paid OD cacb lease. If Lcsscc pays his 
royalty oo or before thirty (30) days al\cr the royally payment wu due, tbca Lc:ssec owes a penally of 5% oa the royally or SlJ.00, whicbcvcr b grutcr. A royally payment v.1ilch la ave, tlwty 

8\)1 ~ ab&II 8CQ'UO a pawl}' o( 10% o(the royally clu.c or W .00 wblcbcvcr lJ pui..-. Ill addition to a pawl}', royalties ab.alJ aocnie latcrat II a me of 12% per ya,; aich lnlcrat will 
be ~ I when tho royally ls mt)' (60) days OY'Cfduc. Affidavits and supporw,1 documcnta wblch IR 00C filod when due abalJ incur a penalty in Ill amount Jct by the Gcocral Lad 
Offie,,wlsioiJtnllve rule which Is dJ'ect.ive on the cbtc ... 1icn the affidavits or JUPl)Oftln1 docume111.t WU"C cklc. The Lcuc:c ahall heir all respoos1'b!llly for payin1 or caisiag royalties to be 
p&ftl,N l!tct=nocd by the due dal.c provided bcrcin. Payment o( the dclu,qucocy penally ab.all In no ~ operate to prohibit the Swe'a ri&bt of fcrfcilllN u provided by ,.,., oor act to i-ti-e 
the da~ on which royaltic.s were oripnally due. The abovo penally provisions ahall DOC apply In cues of titlo d!,pule u to the State'• portion o( the royally or to that pon:ioo of the royal\)' In 

dispute u 10 fair maricd value. 
•••• • "111"(") RESERVES, CONTRACTS ANO OTHER RECORDS: Lcsscc ahall annu.ally furniMi tho Commialoncrofthe Ocncral LIIOd Office with it.t bcJI possi'ble utimllo of oil and ps 

racrvcs undctlylng this lcuc or allocable to this lease and ahall furnish aald Commluioo..- with oopic;s of all conrncta under which gu is ,old or proccascd and all suhlcqucr11 agrecment.t and 
an!,fillrft~ to 1uch contncll within thirty (30) daya after entering into or ma.king such conll'lCU., agreements or amendments. Such conlBCIJ and agreements when received by the General 
Land~cc ahall be held In conlidcocc by the Gcncnl Land Office unless Olhc:rwlsc authorhod by LCJJeo. All Olher conlnCU and rocordJ pcru.inln1 to the productloa, tralUpOl1llioo, salo and 
m~~I of the oil and p.s produced on said prcmiJCJ, h,cludina the boob and accounts, rccdpt.t and diJClwacs of all wells. tankl., pools. meters, and pipelines wll at all times be subject to 
~ 1,11<1 c:umlnatioo by tbe Commiu.iooer o( the General Land Office, the Aucmey Generali, the Govanor, or the representative of any of them • .... 
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(D) ORJ LLI C RECORDS: Wnt1e11110t1ce ol all opcratiOdS on lhu lease: lh.all be submitted 10 the Commiuiooer ol the Gena-al La.od Office by Lcsscc 0t opcntor five (5) clays before 
~.Ill dale, '\'()ri.ovcr, l'C><lltry, Lcmpon,y abandonment or plug and ab.ndonmcnt of any "'ell or v.dls Such wn11e11 IIOOCC IO lhe Gena-al La.od Office aball 11Kludc coptes of R.t.ilroed 
Commlssloe forms fo, "l'l)licattoa to drill. Coples of wd l tesu, oompldloo rcporu and pluuui1 rcporu lh.all be supphed to the General La.od Office II the wnc they arc filed with the Texas 
Railroed Commiuioe Lusee &hall supply the General La.od Office with any records, memoranda, accow,1£, rq,orts, c:ultlnp and cores, o, other- lllformlllon rclati"" IO the operation of the 
abovo-dcaa,bcd pmn1SCJ, wtuch may be requested by the Gena-al LanJ Office, u, addlllOD 10 those bc:rcu, expressly provided fo, Lessee lhall hn~ 1111 clcancal and/o, radlo.cuvuy sun,cy 
made on the bore-nolc ICCtJOD, from the base of the surface cas,ng 10 the 1oul dcpch of "'ell, of all "'clb drilled on the a1,o..., cksaibed prantSa and ahall tnuUmll a true copy of the log of c.xh 
survey on each well to lhc General Land Office whhu, fiflc.ai (15) clays after the mwn1 of wd aun,cy, 

(q PENAL TI ES: Lcsscc ahall uicur a penalty v.bcnc:va- reports, docwncnu o, other matcnals are DO( filed in the Gcnaal Land Office v.bcn due. The penalty for late fihng &lwl be set 
by the General Land Office adnunlJtralJ"" rule "'lud, ts dTCCtJve on lhe date "'hen the matmab v.c.-e due 1n the General Land Office 

7. RETAINED A EACE: NO(w,lhJwdJng any provision of tlus lease: 10 the contrary, after a well producu,g or capable of produc1n1 oel 0t gu bu been completed oa lhc leased 
premises, Lessee &hall cxcrdsc the dJligcnce of a rcuooably pnidcnt opna10< 10 drilling auch addmonal well 0< wells u may be reasonably occcssaty for the propa development of the leased 
pmniSCJ and In marlctlng the production thcrcoa 

(A) VERTI L; In lhc eva'lt thu luu u in force and efTc:ct rwo (l) yun after the ClQ)tl'IIKIO dale of the pnmary or cxtcodcd term 11 &hall thco tc:munale u to all of the lcucd prcmlsa, 
EXCEPT ( I) ~O ac:rc.s tllllTOW>WDI each 0<1 wdl capable of produc:ln1 u, J)ll)'tlll quantities and 320 acres wrroundin1 acb p.s well capable of produc,n1 in payio1 quantJIJes (u,cludm1 a &but· 
in oil or p.s wdJ u provided in Paregrapb 11 bcrwf). 0t a well upon which Lcsscc Is then cnpeed in COOIUIIIOUS dnlling 0t rcworun1 opaalJOnl. or (l) the number or aacs u,cluded m a 
produdn1 pooled urut pun:uaot 10 Natural R.csourcc, Code Sccooas H 151-H. ISl, 0t ()) such pule.- 0t lcssa number of aacs u may then be allocated for producuoa pwposcs 10 a pnn!IOD 
unit fo, acb sucb produc:ul1 wdl unda the rules and rcgulatioas of the Railroad CommiSSIOII of Tc.us. Ot any IUCCCSS(Jf aacncy, 0t other 1ovanmcntal autbonty haVIIII ,urud,ctioa Within 
90 clay, ol a partial tcnnlnation ol t.bls lcasc in accordance with thu au~ and upon paymCIII of the minimum filia1 fee set by General Land OO"tce rule, la dTcct at the wne or the 
pe,tlal 1a111.lnalJ011, Lc:sscc ahall have the rlgh1 to obwn a surface lease: for iocrcu and CIJ'CSI DD and acrou the terminated porllDD or the leased prcmucs u may be reasonably occasary for tbc 
continued opcntlon of the portiOdS of the lease rcmaial.og in force and dTcct. lf Lc:sscc fa!IJ to apply (01( a IUl'facc lease within the 90 day pcnod spcc:lfied abcM, Lc:sscc may apply (01( a 
surface lca.tc Crom tbc Land Office. but the Land Commissioner bu the dlKl'Cl.ion to gnuil Ot deny IUdl appllcadoa and to set the fee (0< sud, surface lease. 

(0) IIOIUW/IITAL: lo tho eveol thu lease iJ in force and cfTc:ct two (l) yeara a.Iler the aplmloa dat.e of the primary Of c:JCtcnded 1crm It lhall fw1ha terminate u to al l dcpchs below 
100 foct below the total dcpch drilled (bcn:lna/\c.- "clccpcr dcpchsj In c.lCh well located OD ICJ'C.IIC rctalncd In Pvagraph 7 (A) above, Wllca on or before two (l) years aJ\a lhe primary Of 

ate.oded lam Lessee payw an amoun1 equal to oao-half (112) of the bonus originally paid a.s oocuidc:ration fo, t.bls lease (u spcc:lfled on page I bcrco{). lf such amount iJ paid, lhls lcasc aball 
be in force and cf!oct u IO such clccpcr dcpclu. and said termination ahall be delayed (01( an lidd,tiooal period of IWO (2) years and ,o long thercaJ\cr u oil or gas Is prodvccd m pa)'UII quantities 
from such dccpcr dcpchs oovcrcd by thb lcasc. 

(q IOENTIFI TIO ANO YILINC: The sunacc aauge rcuincd bcrcunda u lO cacb-11 abal1. u ncar1y u practical. be IA tbc (Oflll of a lQIW'C with the wdl located in tbc ca lla 
lhcrco(, 01( such other shape u m.,- be lpproYCd by the School La.od 8-'II. Within dwty ()0) clay, al\cr pm1ial tcnnlnatioo of t.bls lease u provided bc:rcill, Lc:sscc ahall execute and rc:oon! a 
rclcuo 01( rclcuc, cont.al.t,iq • Atisfadory lcg:al clcscrip(ioo o f the oc:rcqe and/or clcpch, - rdaUled bcrwoda. The rc,cordcd release, Of a ocrtlfiod copy ol aame, ahalJ be filed in the Oczi.craJ 
land Office. -pciled by die filing fee prcscnl>od by the General La.od Office rule, le dfec:( Oii the dale the rclea,o 1J filod. If Lc:sscc w'J.a Ot rduJca IO c:JCOC:UIC and ~ such rclcuc, 01( 

rdcata within 11.iocty (90) clay, all.er bciol rcqucsled to do IO by the General Land Omcc, then the CommiulOIICI' at bis IOle discrdioo m")' dcsfpale by Vo'rillal UIJlnllllCO! lhc acreage lllld/or 
dcpchs to be released bcn:uodc:t and rc:oon! such insuumcnt at Lc:sscc'a ~ In the ooanty or -tics wbac the lcasc Is localed and IA tbc ollidal rc:oon!a of the General Land omo. and 
aucb dcslgnatloo ahall be bladii)1 upon Lc:sscc fo, all J)Wl)OICJ. lf at any time al\cr the dToc:tive date of tbc pertlal tcnnlnatioo provulon.s haw(, the applicable field rule, arc changed or the 
well or wells locaicd tbcrcoo arc rcclassllied ao that less aaeqe iJ tbcn:al\cr allocated to said well or we.Us for produc:doa purposc:s. thu lcasc ahalJ lhcmrpoo r.cnn.lnale u to all ecrcage IIOC 
tbc.-eal\cr al.located to Aid well 0t wc.llJ fo, productloo purJ>OSCI • 

.. OFFSET WELLS: lf oil and/or ps mould be produced in oommcrcW quanti ties from a well localed OCI land privalcly owoccl or OCI Slate land lcucd II a ,_ royalty, whlch well Is 
withln ooc lhousaod ( 1,000) fed or the area Included bc:rclA. Of wblcb well ls draining tho area ocwa'CCI by this lease:. the Lcssoo ahall, witbl.a ,bey (60) daya aJ\cr ouch Initial productlOD from 
die dndnlq well 01( the wdl located witbl.a ooc thow:and (1,000) fed from tbc area C>OVa'Od by lhu lease begin le good (ahb and iw-te dillgcnlly the drillln1 ol an offict well Oii the 'area 
COYCl'ed by dilJ lease, llld such off'Sd wcll ahall be drilled IO aucb depth as IQ)' be neceuary IO prevent the mi.due Chin.age of the 1ra CCMf"'1 by lhlJ ~ ind the laioe, mmager ot driller 
,haJ.I ue aU mean, -r Ill a good faith dfon to make, aucb ofucc wdJ produco oil ..,,J/or p.s Ill oommadal quantities.. Oa.ly vpoo thc dctam.lnatiOD or the Commhdoocr and with bis 
wrincn llpplVVal. m..,- the peymCIII ol a compensatory royally Adsfy the obl.iptioa IO drill an oll'sct wdJ 0t we.Us roquircd uodcr this~ 

, . ORY IIOLFJCESSATION OF PRODUCTION OURJNC PRIMA.RY T£RM: lf. durio1 the primary tcrm bcrcof and prior lO diJcovuy and procluctioa of oil 0t p.s OD aald land, 
Lcssoo abould drill a dry bolo Ot holes lhcrcon, 01( If during the primary ICl'1II bcrcof and aJ\cr tbc ducova')' and ac;tual ~OD or 0tJ Ot ps from the lcucd prcmucs JUC:b ~Oii thaoof' 
should cc:uc Crom any carwc, this lcaso ahalJ IIOC terminate if OD or before the c:xplnliOD of alx,y (60) days from date or oompldioa o( Aid dry bolo o, casadoa o( proclucdOD Lessee 
oommcnoca additional drilJlll1 01( rcworldn, opcn.tioos tbcrcon. 0t P9YI 0t tcodcn the DCXt 111U1ual dcl..,- rental in the aame IIW1IICf u provided lo t.bls ~ lf. durios the last ya,: of the 
primary term or withl.n alx,y (60) days prior thcn:lo, a dry bole be complctcd and abendoocd, 0t tho produc:doa o( on 01( ps should ccasc for any QUJO, Lc:sscc'• rights ahall remain in full force 
aod d'fcm without funhcr opcntlon.s until the cxpiratlon of tbc primary term; and If Lessee bu IIOC rc,umed produc:don in payina qwentitles III the cxplntloo of the primary tam, Lcssoo may 
maintain t.bls lease: by conducdoc additional drilling 0t rcworldng opcration.s put'I\Wlt to P....,-.ph 10, w1 tho cxpiratloa ol the primary r.cnn u the date of ccs.wloo of productioo under 
Paragraph I 0. Should the fll'I! well Ot any subsequent wdJ drilled on the above dClcribcd lan,d be completed u a abut-lo oil or p.s well within the primary tcrm bcroo(, Lc:sscc may resume 
peymcnt ol lhe Mmval rental in lhc aame manner u provided bc:reul on Of before the rental payin1 date followina the cxpiratloa ol aiXI)' (60) clay, from the date ol completion of such &bw-ln oil 
or p, wdJ aod upoa tbc fallin IO lllake auch peymcn1, this luu ahall ip,o facto tcrmlnae. lf II the cxplntlOD ol the primary r.cnn or any time tbcn:a!la a abut-lo oil 01( ps wdl Is located OD 
the lcucd prcmlJcs peyl!ICIIIS may be made la accorclaocc with the abUl-io provlsion.s bcrco(. 

10. Cf-SSA TION, OR:l LLlNC, ANO REWORKING: lf. al\cr tho c,qxradoo of lhc primary ICml, production ol oil or ps from the lcucd prc:mlJa, aJ\a ooco obol.Dcd, abould ocaso 
6-- my -. this lcue obalJ DOl lcnnu!.lte If Lcsscc oommcnoca additional drflluis or rcworldn1 opcntloas within sbay (60) clay, after such ocautioa, and t.bls lease obalJ remain Ill full 
force aod dfc:a for ,o loo& u auch opcndons contlauc l.n good Caltb and Ill worbnanJike mlllllCI' wllbou1 lnlCl'nlptlons IOtal.iq more ch.ID sbay (60) days. lf aucb drillin1 or rcworldna 
opcndoas result III tbc ~ af Oll 0t ps. the lcuc obalJ rcmaill lo fv.U force and dToct fOI( '° loo1 u oil or p.s iJ produced from the lcucd prcmiJcs IA payin1 qwentities 01( ~ of 
.ti111-aa oil 01( ps well royal ties 0t peymcnt af oompcn.sal.ory royalties Is made u provided bcrda or u provided by law. If the clrillin1 or rcworldna opcntloas rma.lt lo the oomplcdoo of a well 
u a dry bole, the !cue wt1l llOI tcrmioalc If the Lc:sscc oommCllCCI additional driltin1 0t rcworldn1 opcn.tioos within sbay (60) clay, al\cr tbc oomplcdon of the wdJ u a dry bole, and t.bls lcaso 
~ in dfoc:1 ,o long u L.eacc oontinua drflllng or rcwonln1 opcn.tioos la good Calth anid la a ~ m.anncr without la.tcrrvpdoas IOtllio& more wa sbay (60) days. Lcssoo 
~ii--'ttca DO(ico to the General Land Office within dwty ()0) days ol any ccs.sallon ofproducllOD . 

.. .. . 
'4 l. Slllfl'· IN ROYAL.TIES: F0< PUfl)()KO of thu paraan,ph. "well" mean, any wc.U that b.u bcco u.dgnod a well number by l.bo SUie agcocy bavio1jwi,dlcdoo OYO" l.bo productioo of oil 

and ps. If Ill aoy time al\cr lhc cxpiratloo o( Ibo primary r.cnn of a lcuc that. until bclo1 abut Ln. wu bcloc maintained In foroo and dJocc. a wdJ capable of producing oo or p.s In payioa 
quantl\ies is located on the leased pn:mlscs, but oil or ps iJ 00( being produced for lack of suitable productloo facilities or lack of a suitable mam:t. then Lcucc may pey u a &but-lo oil o, p.s 
royaliy)' m ount equal to double Ibo 111U1ual rental provided 1111.bo lease, but IIOC ICJS than Sl,200 a yor for each wclJ capable or produdn1 oO or ps in paying quantities. To be dfccdvc, 
uu ml.al &but-In Oll or ps royally mu.st be paid on 0t before : (I ) the cxpiralion of the prlm.wy tenn, (l) 60 clay, al\cr the l..cucc cc.ua io produoc oil 01( ps from Ibo leased prc:mlJa, o, ()) 
60 clays ~ 1.csJCc complc.1es a drilling or n:worldng opcntlon in accordance with the lcaJC provulooJ; wblchewt date ls lllcll. lf the abut-lo oil or ps royalcy Is pud, the lcuc aba1J be 

-~ be • producu,1 lcuo aod the ~cnt ,ha)) ctta>d the 1cr111 of the lease f0< • period of ooe ya,: from the cod or the pruD8f)' tcrm. or from the flnt day of the month followin& the 
month lo Mlleb produc:doo ccucd, and. al\cr that. if no suitable produc:don flldl itles 0t suitable mark:ct fOI( the oil or p.s alJts. Lcsscc may CX1cod the lcaso for four more aucccssive periods of 
ooe (1) year by paying the aame amount cacb yu,r OD or before the c:xpl,wdoo of acb abui-in yea", 

•••• 
• "1oo ®<Pf "N'\q V IH)Y Tl. Cl• ' '· • ·.: Oc ~ the lcuo ls kq:,< in cfTOCI by peymcnt ol l.bo abut-in otl 0< p.s royalfY, oO or p.s ls oold and dcliwnd in peyia1 quaotities 

from a well located within ooe thow:and (1,000) feet of tbc lcucd prcmisc:s and complctcd lo tbc ume producln1 rucrvoir, o, in any c:uc in which chloa1e iJ OCC\lffllll, the ripit to conwwe to ...... 
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..... ,nai11 die lcau by pa)'Ula me &hut-111 0<1 or cu royalty &hall cease, but the lease &hall mnlllll dfcc:tJvc for me mnainJa of the year for .. tuch the royalty has bcco pa,d The Lcsscc may 
mi1'111lain the louc for four more auc«ulYC )'tan by l..usce pa)'lnl compensatory royalty II the royalty nte provided 111 the lus.e of the men.ct value of producuoo Crom the ,.ell causuis the 
chuulce or "'luch tJ c:omplekJ Ill the &&me producmg rcsavo,r and witbua one thollsand (1,000) feet of the ltascJ J'fffl'IJCS The compensatory royalty IJ lO be pa,d monthly to the 
Commw,oacr beJ1M111g on or before the last day of the monm follov,1111 the moom ia .. 1uch lhe 0tl or JU tJ rn,duced frorn tbc .. c11 e&USIIIJ tbc drain&ce or thal 1s a.plctcd III tbc 11at11e 
produan1 rcscn,oo and loe&1ed ,.,thin one thousand (1,000) feet ol lhc lcaKid pran1scs, ,f lhc a.pcmatory royalty raid tn any 12-month pcnod tJ ID an amount leas lhu lhc annual sbut-ui 
od or JU royalty, Lake &lwl pay an 1moun1 oqual 10 the diffCffllCC willwi thirty (JO) days r,- the end or the 12-month pcnod, anJ none of tbcac provu,ocu will rclM:VC Lcucc of me 
oblipoon of rcuonable clc\,elorment nor the obltpuon to dnll offset "'ells u provided in N RC Sccoon Sl OJ~. hov,eva, 11 the dctcmunaooo of the Commw,ontr, and with the 
Commusioocr's wnttcn opproval, the payment of compensatory royalocs &hall wufy the obhplloa to dnll offJd ,.cllJ C:omrcns.a1ory royalty payments ,.hlch we DOC 11mdy pa,d ,.,11 accnic 
pc:,wty and 111tcrcs1 111 accon:t..ncc ,.,th P1ncnrh S of lhu lease 

13. XTEN 101' : If, 11 the cxp1noon of the prurwy term of this lcau, producoon of 0<I or ps hu noc been obtained on the lc&Kd pmn1JC1 but dnlhn1 opcrllJOI\J in be1n1 conducted 
tbcttoo ,n Sood faith and ,., a cood and ,.or1,.manJ,Le mat111tr, Luscc may, on or before the cxpiraooa of the rnma,y lam, file 1n the Gcncnl LanJ Office ,.TIIICII appl1c.a1Joo to the 
Commissioner of the Ocnc:ral Land Office for a thirty (30) day cxtcrwoo of thu lase, KCOml*"cd by paymcat of Three Tbouwid Dollan (Sl,000 00) ,r thu lease covcn 1ut blllldRd forty 
(640) acres or lcu and Stx 1bollJanJ Dollan (S6,000.00) lf this lease am:n more lhan llll buodrcd fOfl)' (640) ac:ra and the Comm,woacr &hall, 111 "'TIOJIJ. extend thu lca.se for a thirty (30) 
day pcnod from and ancr the CXJ'lntiOO or the pnma,y trnn and 10 looa lhcrcal\cr u °'' or ps 11 produced III pay1n1 quanoucs, p«MJcd fwthcr, thal 1-may, 10 Iona u audl dnlltnc 
opcn11ons are being conducted mal.e ltl<e appltcation and payment dwtn1 any lhirty (30) day cxtcodc4 pcnod for an adJ,uonaJ cx1c,u1on of thirty (30) days and, upoo receipt of IIUdi 
appl,caooo and payment. thc CommlSIIOOcr &hall, 1J1 '""""" ap,n oncnd thiJ lease IO that same lhall rcuiain ID force for sud, add,uonal 1luny (30) day pcnod and IO lone lbeRal\tr u odor 
gas IJ produced In payin1 quanuucs, provided, ho-Aevcr, thal lhlJ lease &hall DOC be extended for more I.ban a iow of thtu hundred ninety (390) days from and aJ\a the cxpu,Woo of lhe 
primary tc:rm unless produwoo in paymg quanutics has been obwncd 

14. E OF WA 11:R; SURflA : Lcsscc &hall haw lhc nalil In use water produced on wd land necessary for opentions bcmtndcr and ,olcly upon &be leucd prcmiJCI, provided, 
bowcvcr, Lc:ssce ahall DOC iue pouble water or Wlllo- au1tablc for ltvcstocl or uripllOD purpolCS for Wllltl' Oood opcnllOOJ without the pnor wnttco COIIJCOI of..._ Subjed to Its obl,ptioo 
to pay aurfacc damages, Lcasec ahall have the riaht to use 10 much of the aurfacc of the land lhll m.ey be reuooably n«euary for clnll1111 and opcnlUIJ ,.dlJ and lnUpOl'UDJ Mid marl.cuna 
lhc, prodlldioo therefrom, auch UJC to be c:ondudcd under conditions of lcast ll\iury to the aurface o( the land Luscc &hall pay aurf'acc damaacs in III emount let by the Gcncnl Laod Office 
fee achcdulc which iJ cffecdve Oii the d&te ... hen lhe ac:ovny rcqwnna the payment of surface cwuaca occun 

I POLLlTTlO : ID devclopu,1 thu area. Lc.ucc ahall UJC the lust,cat dcarcc of an and all proper afquanb to l)rC'all polluuoo Without ltautJJ11 the forcCGIQI. poll11UG1 ol ~ 
wct1andJ, natW1II watc:nnya. rivas and unpoundcd -... shall be pRVC11tcd by the use o( coo1&111ment Caaliucs ..n:iaen.t to pm,cnt sptllqc, ,ecp1&c or pound Wiila coa••muwioo. ln the 
evait of pollution. l.cssce shall use all meaiu II its dlspoal to R>Cal)lUre all exapcd by~ or ocher pollllWlt and &hall be raponsablc for all cwmae to pubUc and private proptrtic:, 

(A) UPLAND : Lcasec ahalJ bwld and awntaiJI fCIICCI around its alush. aump, llld ~c pits and talllt ballcncs IO u to prcxoa IJ•CllOd. tpWI loss, dtmap or IIIJury; and vpoa 
complcdoo or ahlndoomcnt of 111y ,.cJJ or wcJIJ, Lessee &hall fiU llld levd all ,huh pits llld cdlfl and complddy dean up the dnllina 11te of all Nbbub ~ -

(D) S\JUMERC£D I.ANO : No dilcharae o( JOlid waste or prbqc thalJ bo allowtd UI.IO St.lie Wiiien from any dnllin1 or 11.1pport vcucls. produajoo plal{or., ~ or IUpply bolit. 
i-ac, jadc-4111 na or ocher cqwpmcnt loc:aLcd oo the lcucd an:a. Solid WUIC ahall 1DChlCk but ahall aot be ltautcd to cootauicn, oqwpmcnt, rubbull, pluoc., glasa, ad my other mm-cude 
DOO-blodcptdable itcmJ. A sign ml1Sl be ~od bi a blgh tnffic - oa all vatcb aad maGIICICI pb,cfonu UldlJ. "Ouclw-cc of any JOlid wtUlO or prbap lato SW. Wet.en from vaaclJ 
cc platforms IJ wlctly prd:ubitcd and may subject a Swc o(Tcxu lcaJc to forfeiture." Such -=cnt ahall be la lcttcrin1 of II least I" in aizc. 

(C) RIVERS: To the extent n«dlll)' IO pRVCllt polh1tion. tbc provuloos found la lllbJCctiooJ (a) and (b) of lhu pan,napb ahalJ allO apply to nvas and nw:rbocla. 

(0) PENALTY: failure to comply whh lhc rcqulrcmcnts oflhlJ provisioo may rawt in the maximum penalty allowed by law indudllla for<citurc ollhc lease. Lcuce shall be liable for 
the damages caused by auc:h Cailurc and any COIU and CXpctlJCI U)C\lffl)(j in clcanini arus afToacd by the diJcharaod waste. 

16. ID£NTJFI TION P.lAR.KERS: a- shall crflCt, Ill a dlmnce DOC to cxoood twa11)'-6vc (2S) feet f,- each wc.ll on the prcml,c:a c:ovcnd by thlJ lcuc, a k111>lc llp oa v.illdi 
ahall bo llt&lcd the name of the opcn10r, lhc lease designation and the wdl oumbtr. Wbc:re cwo or more wdlJ on the same lc.uc or when wdlJ on cwo or more lc:uca 1111 coancc:tcd to die same 
tank battery, wbdber by individual now line oooncctions dlroct to tbc Wllc or tanb or by ue of a multiple header l)'ltan, each hne bc,t,.cco c:ach wcU and IUCb tanlc or bClldcr &hall be lea,'bly 
Identified II all times, citbcr by a rumly auachcd taa or pl.i.c or an ldcntlfic:lltloo propcriy p&lntcd oo JUCb line II a dulaocc DOC to exceed three (3) feet Crom IUCh tank or bClldcr CODDCCUOD 
Said llps. tap, pbla or other ldcnuficadoa matlen shall be mainiaincd la a lca,'ble coocbtioo tb,c,upout the lcnll of lhiJ lease 

17. ICNM ENTS: The lease may be lnftJ(crrcd II any tune. All tnmfen ml1Sl refcrcDCC lhe lease by the Ctle numbtr and ml1Sl be rccordcd Ill the c:ounl)' wiicn the .-ca b located, aad 
the rcoordcd tnmfer or a oopy ceruliod to by the County Oest o( the oouaty wbcR tbc innsftr la recorded ml1Sl be filed "' thc OcncnJ Laod Office within n.lnccy (90) days of tbc cxccutloo 
date., u provided by N.R.C. Scc:tloa Sl.026, p.nlod by the films fee prua,ocd by the GcDcnl Laod Office rules la dToa oa tbc dale r:tl l'CICClpt by thc OcncnJ L.-1 Office ol lUCb 
tnnsfer or ccruJiod oopy cbcreof Cw:ry tnmftrcc aball IUCOCCd IO all riJbu and be lllbJc,c,t IO all ob4ptlOIIJ, liabi110.., Mid peuluca owtd io the Swc by the onpnal lcaa,e or -, prior 
lnlUlc:rec ot the lcuc. inc.h,d.na any ltabd,tlcs to the II.lie for unpaid rvyaloc:s. 

IS. R£L.£ASF..S: 1..-may rcleuc the npts 1J1111tcd bercmdcr ID the Stale a1 ~ ume by~ the rclca.se III the c:ounty wba-e thlJ area b 11tua!cd and (iliq the roccrdcd release or 
ccrulicd oopy ot same la lhc OcncnJ Laod OIT;ce within ~ (90) days aJ\a iu cxcc:ubOII accompmled by the filuii fee pracnocd by the OcncnJ Lllld Office rulca ii dToa oa the dale ol 
,=pt by thc GcncnJ I.ADd Office o( IUCh release or certified oopy thcrco{. Such release will DOC have the dTca o(rclcuiq Lascc from any llabfucy dicrclo(OR accnaod ill moroCthc SlaLc. 

It. Ut:N: ID eooordancc w,lh N.R.C. Scaloa Sl.136, the State aba1I have a tint Ua, upon all oO and gas produced Crom tbc area CIOYCn>d by tlw 1-to--. ~cnt o( all u,q,eld 
royall)' and otbcr 1W1U ot mooey th"1 may bocomo due Ulldcr this lcue. Dy accq,t:aMO o( this lcuc. 1-sraots the State, la addiooa to lhc lien provided by N.R.C. Scc:tloa 52.136 and any 
ocher 8')lllkable llatUIOf)' lien, a c:xinu cooinoc:wal Ua, on and aocunty inta"Cll in all leased llllncnJJ la and CltlnCICd Crom tbc leased prcmbca. all prococdJ w1iic1a may 11CCn1C ID Lcace 
Crom the Ale of such lcucd mlnenlJ, wbcthcr such prooccds ore h<ld by Lcuce or by a thlnl l*\Y, and all flxlwu oo and Improvements to tbc leucd prcmbc:, uocl bi ccmnoct1oo wi.tb the 
~ or procusina of ruch l<Ucd mlnc:rals In order to ~ tbc pqmcnt of all royalties or odier unO<lllts due or to become duo Wider lhlJ leuc and to ICQll'O PIIYfflClll of any daml£C:S or 
~ Uuor may suffer by rc.uon of Lessee'• breach ol any covaiant or cooditioo of lhlJ k:aJc, wbdber cxprcu or lmpllcd. Th!J Um and ICCUlll)' lnterclt ~ be forcdoscd with or 
wi- ~ procccd,np in tbc manna provided la tbc Tiiie I, Oiapccr 9 o(thc Tcxu Drwocsa and Commerce Code. LcSJCe oarcca that thc Commluloacr may ro,qwrc 1-to cxoQltO 
di ~such liucnamcou a, may be r~y nocua.y IO odcnowlod1e. lltadl or pafoc::c thlJ llai.. 1-hereby rq>rCJalts that there are 80 prior or IUpc,rior UCIIS arilina from and 
rc~1 to'Lcsscc'1 activities upon thc abovc-dcacnbcd propO'I)' or Crom Lcucc'1 acqulJltioo ofthla lc.uc. Should lhc Commlulooer II any time determine thal thla rcpn:aaiwloo b DOC tnie, 

tbca 1be Commluloacr may clcdare lhlJ lease forfc,tcd u provided bcrd.n. 

• ,;:,;.;RPl:ITURE: lf 1-ahall Cail or refUJc to male tbc ~ ol 111y IWII w,thin tbi"Y (30) days aftA:r 11 become, dllc., or if Lessee or• IUdloru:cd IICDl ahould biowula!Y male 
any Ca!JeJdW'D or false rcpon cooccmina production or dnUins. or If Lcssce ahalJ Cail or refuse to G1IJ any olfsd wdJ or wdlJ III cood faith u rcqwn,d by law and the ndcl and rcpl.atlom 
~ l,y thc Commlmooer o( the Ocnc:ral Land Office, or lf Lcuce ahould CaD to file rcporu Ill the manncr rcqwn,d by law or Cail to comply with rulca and rcpl.atlom pramulptcd by tbc 
GcncraJ tAlld 00',oc., tbc Scbool Land Ooerd. or the Ral1roed Coounwloo, or rd'ua tbc proper authonty -.cu to the ,-di pcrta1Aina to opcntiom, or tf Lcace or • 1111horizcd IICDl 
ahdtld laiowillaly fail or refuse to IIYC com,c:t mformalloo to the proper authonty, or blowmaly Cail or refuse to funu.sh the Gc:ocnl Land Office a correct '°I ol 111y wdl, or if Lcucc ahalJ 

JM1f1.t y viol11e any o(the mllfflal provuions of thu lcuc, cc if tb!J lc.uc b uslpcd aad thc gnmcnt b DOC filed in the GcncraJ Land Office u roquin,d by law, die riJliu acqwrcd UDder 
tltJ.a bJO ahall be tubjed IO forfciture by lhe Commwloe1tr, and be ahall forfeit &Mlc wbcn aufftcicntly informed o( the facts which authoruc a forfciturc, and Ytilas forfe1tcd lhc area ahall 
again If aubjc,c:l to kasc to tbc blgbes1 bidder, Wider the 11at11e rcculadoiu cootrolJuta tbc OOFW a.ale of luscs llowewr, nothing ha'CUI ahalJ be COl1JINC>d u walvilla tbc automatJc 

• ~ of this lca.sc by cpcnlioa of law or by rca.,on of any lpCIClal lunhmoa aruui1 bcrmn4cr forfciNrCJ may be Jd uide and tblJ lease and all riJbu thcmmdcr rcwwcd before the 
ripu anotha' tAlcn,cao ui- aatidacwy cvidcncc to the CommtuiOtltl' o( thc Ocncnl l.aad Office of fuuc c:omploaoco with the PfO"uiODJ o( the law and o( this lcaJc and the rulca and 
rcaulations thal may be Mioptcd relative bCtttO 
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.ll. RIVERBED TRACTS: In lhe CVCOI thas lease covm I nvcrbcd, Lessee II hereby spoc,fically aran1cd lhc ngb1 or an1ncn1 doml.lJI and coodcmnauon u prov,dcd for in N R.C 
ScctiorlJ S2 .Q92-S2 .093. u • pert o( lhe eoruidcration mov,ng 10 Lessor for the COVffillllJ herein made by Les.see. 

11. APPLI OLE I.AW AND DRILLING R£STRICTION : 11111 lase shall be subject to all rule, and regulauorlS, and amcndmenu there10, promulgated by the Commissioner o( 

the Ocncnl Land Office govcm1n1 drillu,g and produc:mg opcnllorlS on Pcrmancol I rec Schoof Land spcc1fically mclud.uia any Nies promule11cd llui rcllle 10 plans o( opc:~ons, payment o( 

royalucs, and 1udlting procedures, and shall be 1ubjC1C1 10 all other valid SIIIUlcs, Nies, regul11tom, orders and ordmanca that may affect opc:nuom under lhc prov,11om o( thas lease Wothoui 
limiting !he 1cocnlhy or the foregoing, Lessee hereby 1gr«:s, by the acc:cptanGC or lh11 lease, 10 be bound by and ,ubJCCI to all IIIIUlory and regulatory provu,om rcl11tng 10 lhe Ocncnl Land 
OfTicc'1 aud,1 billing notice and 1ud,1 bcannp proc:cdW"CJ S11d provisiom arc currcolly found II l I Tcxas AdmlniWatJve Code, Chapccr • . and Teu.a N11ural Resources Code Scwons '2 I lS 
and S2. ll7 Llirough S2 U O. In !he evco1 lhi1 lease oovcn land franchised or leased or othcrw,sc used by • navigation dlmie1 or by the Uru1cd S1a1cs (or the purpose o( n1V1eauon or other 
purpose mc:idcn1 10 the opcnuoo or• por1, then Les.see shall not be enmlcd 10 enler or possess IUdl land wilhout pnor approval u provided un<ler s«uoo 61 117 or lhe Tcxu W11cr Code, bu1 
Lcsscc ahall be entitled 10 develop IUdl land (or o,I and gu by d,rcQJooaJ dnlhng, prov,dcd, bo\o,cvcr, lhat no aurf'ece dnlling localion m1y be nearer man 660 fed and apc,c,al pcrmwioo from 
the Comm1asioncr o( the Ocnc:raJ Land Office Is necasary 10 mile any aurf'ece locauoo nearer man 2, 160 feet me&SW'cd II ngbt angles from lhe ncarc,1 bull.head lone or from lhe nearest 

dredged bottom edge o( any ch4nncl, slip, or turning basin which has been authonud by the UoJlcd Swc, as 1 (odc:nl project for future construcuon, whiche.,er 11 nearer 

lJ. REMOVAL OP EQUIPMENT: Upon the termination o( thla lease (or any caUJC, Lessee shall DOI, ln any e\lall, be penn11ted to remove lhe ca.sine or any p111 of the equipment from 
any producina, dry, or abandooed well or wells wilhou1 lhe written consent of lhe CommlSSloncr or lhe Gcocral Land Office or hl1 aulhorw:d rcpracoWlve. nor shall Lessee, wilhout lhe 
written coo.sent o( aald Commlssloocr or hls 1.ulhorw:d rcprcscn1ative remove Crom lhc leased prc:rtuJCS the casing or ID)' other equipment, matmal, macb1ocry, apphanc:a or property owned 
by Lcsscc and used by Lcasce in the development aod production or oil or gas lherefrom unbl all dry or abaodoocd wclb have been pluued and unbl all slush or rcrUJe ptu have been properly 
filled 111d all broken or discarclod lumber, mlChioay, or dcbru shall have been rco,oved (rom !he PffllllJCS 10 the sausfaction o(lhc aid Commluiooer or hiJ 1uthoriud rqnscn1111vc. 

14. FORCE MAJEUR£: Should Lcsscc be prevented from \:Offlpl)'lnl with 111y express or 1mpl1cd covcnao1 o(lh11 I~ from QOOdlKUtll dnll1111 opcnuon, lhmon, or Crom producma 
oil and/or gas lhcttfrom, after c_CTort made lo good faith, by rcasoo o( wv, rebellion, riou, 111\kcs, fires, ICU of God or any order, rulo or regulation of govcmmenlal aulhonty, thCII wtulc ao 
prevented, Lessee'• obllpdoa lO comply with luch covenant shall be suspended upon proper and satufeaory proof prucotcd to thc Commlssloocr o( lhe Gcocral Land Office lo support of 
Les.sec', coo1cntioo and L.csscc shall ooc be liable (or damage, (or (allure to comply lbCl'CWlth (cxccpc In the event or lease opcnllOOJ IU,Jl)C1ldc:d u provided i.o the rules and rel'llations 
adopted by lhc School Laod no.rd); and thla lease shall be CXlcoded while and ao lone u Luscc II prevented, by any luch cause, from dnlhna. reworuna opcrallOOJ or producina 011 and/or 
gas from tho leased premises; provided, bowcvcr, that oothiog hcrcin'llwl be oon.stNcd to suspend the f)llyment o(rcnlals durioa lhc pnma,y or CX1ended term, nor 10 1bndgc Lcsscc'a ri1l11 to• 
,uspcnsion unda ID)' applicable statulc or thiJ Stale. 

l.S. LEASE ECUJUTY: Lcsscc shall talce lhc hlghat degree o( C&R and all proper- safeguards lO protect said praniJCS and lO prevml the.ft of 0tl, au, and Olhcr bydrocarbolll produced 
Crom aald lease. Th!J Includes, but IJ DOI limited to, the lnslallation o( all DCCCUIII)' equipment, sca1.s. locb, or Olha- oipproprlate ~ve devices oo or al all acccu pOtOI.I al the lease', 
productiOQ, pllicrine and l!Ongc S)'llmlJ where thd\ o( llydrocanx,tu can oocur Lessee shall be liable for the loss or any bydroalrbonJ rcsuh.iq from theft and shall pay the Stale or Tcxa.s 
royalties thcn,oo as provided herein oo all oil, gas or other hydrocarbons IOII by rcasoo of thc:J\. 

16.. RED cnON OP PAYMENTS: If, durioa the prima,y lcrm, 1 portion o(lhc land oovercd by thiJ lcasc lJ Included willwl the bowldarics ofa pooled urul that hu bccn approved by 
thc Scllool l...aod Ooerd i.o MlCOt'llaocc wilh Natural Raourccs Code ScctiOOJ 52.ISl -52.ISJ, or if. Ill any time allcr thc cq,iradoo o( thc primary term or the extended lcrm, thiJ lease cown I 
lcucr number or acres than the total -oun• dctcn'bcd herein, payment.a that arc made on a per acre buiJ bcrcundcr abaU be rcduocd aocoordioe io lhc number o( acrcs pooled, relcucd, 
IUt1'al!dcrcd, or otbc:rwuc ocvercd, ao due peymCDIJ ddcrmloed on • per acre bulJ under the lcrmJ or lb.ls lcue durlq the prima,y term abaU be cakuJ.atcd bucd upoa the oumber of acres 
outalde the boundaries of a pooled unit, or, If al\er the cxplntioo o( the primary lcrm, the nmnber o( ecrea accual.ly rctalocd and oowrcd by thiJ lease. 

27. SUCCF..SSORS ANO 
assigns of L.csscc hcrdn. 

U. ANTJQUTnES COO£: In the event Llw my (cal\lrC of ardlcologicaJ or hblonc:al int=St lJ coc:owu.cred ~ the ectJYitics autbonzcd by thiJ lease. Lcs.scc Will lmmedlaldy cease 
activities Mid will lmmodiatdy DOli.(y tbc Ococnl 1..-1 Offioc and thc Tc:us l wtorical Comm.lJSion .a tbM adcqualc meuurc,o Ill.I)' bo undcrtaLcD to protect or recover ...c:b dlJcovai .. or 
findlop. u appropriale. l..cAec ls cxprculy plaocd on nodcc oflho Nlliooal IUstorical Ptcscrvatton Act ol 1966 (P13-19-66, IO StaMc 91S; 16 U.S C.A. 00). Lcuee ahall comply with the 
Antiquities Code o(Tcxu, Oiapt.cr 191, Nantnl ~ Code, u amcodcd 

19. V£N\.JE: Lcuor Mid lcasec, Including lc.ucc'1 - IOd usigns. bcrcby agrc,e thal YCDUC for •Y cupute amine out of I provlsloa o( thi.J lcue, wbclhcr c,q,rcu or unplicd, 
reprdiog lolcrpl'CWloo ofthls lease, oc rc.lllline lo any wry lO this lease or to 11'1)1,cable case hrw, llallltcs, or administBtive rules, shall be in a court of compctcotjwud.idloo loc:llled in Travis 
Counl)', Swc of Tex.as. 

JO. LEASE PILJNC: l'unuanl lO Chapc.cr 9 o(lhc Tex. 011.1. & Com. Code, this lease mil.II be filed of record ln thc office oflbo County Oen i.o any county lo which all oc any pert o(thc 
leased prcmlJcs lJ locelcdl, and certified copies dic:n,o( must be filed lo thc Gcncnl Land Office. The Pf'CS011>cd filine fee ahalJ ICCOllll*JY the c:crulicd coplc, sent to the Ocncnl Land Office. 
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•JI. EXEctrrION: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the Generaf Land Office of the State of 
1ous. 

Sl'ATEOF __ ~T~E_XA_S~-----

COUNlYOF_~M~l~D~L~A~N~D ____ _ 

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

~';''?1!2~~/ 
Dan P. Colwell 

Tm.E: __ _,_V.ui cue~e~c~e~sLi d~e~o.ut~·~I ~aa~d~ 

DATE: __ ~S~eLp~t~em~b~•~r~2=5~·~19~9~8 __ _ 

. ' ., 

Land Office of the State of Texas under the seal of the General Land Office. 

PPROVED 

Content.~ 
Lq:al ~ 
DC~ SD . 

[uc: 

(CORPORATION ACKNOWLtllGM[NJ') 

BEFORE ME, lh, undersigned ,ulhority, oo lhls day prnooally oppeaffil __ D_A_N_P_._C_O_LW_E_L_L __________ _ 

bowutom,tobolhep,noowt.o.eum,b,ub,a,'bodtolh,fon,gou,gm,tnm,on~u. __ V_I_C_E_P_R_E_S_I_D_EN_T_·_LA_N_D _____ .or TITAN RESOURCES I, INC., 

_c_e_n_e_r_a_l _P_a_r_t_n_e_r_o_f _T_I_T_A_N_R_ES_O_U_R_C_E_S_, _L_._P_·---------~and aclatowledged 10 me that be executed lhe 11D1e 

STATE OF _____ ~----- (INDMDUAL ACKNOWLEDGM[NJ') 
COIJNl)'OF _________ _ 

• • • ••• •••• Bcforeme.theundcnigncdautbority,oalhbdaypcnooallyappcarcd. __________________ _ 

• • • b.M to lhc IO be the penou whose names a, 111bsc:n'bcd to the foregoing insbument. and aclcnowledgcd to me that they cxec:utcd the 
saml for lbc purposes Ind considcntion therein exp,esscd. 

•••• •• .: Oivc:n under my hand and seal of office lhb tbc. ______ '1,y of ____________ ~19 ___ _ 

..... : 
• • 
• NomyPublicin and for ___________ _ 

•••• • • •••• 
• •••••• • • 
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Leas!! Numbe r • k/Vol Page Enl!y County I Parish 4tl! 

TX299-109-149-000 -0 0 78 34 5 512 0 1 CULBERSON TX 

.• aee Nd I State of Texas I • aee Dau I 08/04/98 

L!!gal Desc r i ption 

t t ton l l, lllock 51 Puhl 1 h I l.lln 1 Sutvl!y u t r• n an 1 Re<'.'V 9 un 1C8 T,:,xa•, C' ntatn1ny approxl1Mtely 6 4 0 acre• aa •howr, 

1:,n •ti! t[ 1 1al Map t Culbe1e n an1 Re~ves unt .,. I I le In te T._.x e enet l Lan 1 re, e, A JBti'l Tcx11e 

990563 13 
PROSPECT TX299 - PARAGON INDIAN/ST/FE& II . .,. • ) 

,E-, 

a ye l!(o) Account Numbe r AmOunt 

State o f Texas /'V ~ 4 0 . l O 
General Land Office 
1700 N . Congress Ave nue 
Austin, TX 7870 1 

/(-fr;l n /!r,:xµ_ rec S 1-P £QI 
RN - Pe r i o d Beg . 08/04 / 1999 DELAY RENTAL CHECK• 10 0421 

x~ . ~ · '!)~ 0 11s TO DEPOSITORY You havl! bcl!n d!!aiqnatcd ae nl!po•1tory t or the above jcecr1bed paymcrit Pl!!a•e credit th!! procel!la 
t lf •• ,r i. the partil!s named 11nd 1n the amounts ,nd1 ated hould any rhrt1culty ! any nature arue DO NOT RETURN our ch ck, but ••w• lepo•lt t~ the c1edlt ( the party named 1n , epc 1al a ~rt and adv •e u• a a n a• p •e1ble ! , !urther 1natr~ tin• . . 

• ' l 

. . "' . .. . . 
• ... . . 
.. 

1004 21 
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Check # 101233 
Property Id/ MMS Eff. Date Record ing Information State County/ Parish 

TX299 • l 09· 149-000-00 08/ 04/ 1998 11/ 21/98 BK 78 PG 345 ENTRY 51 201 TEXAS Culberson ,, 
M 99608 

Property Name I Lessor 

Comm1SS1oner of the General Land Office of the State of Texas 

Property Legal Description 

Section 33, Block 53, Public School Land Survey, Culberson and Reeves Counties, Texas, containing approximately 640 acres as shown on the Off1oal Map 
of Culberson and Reeves Counties on me in the Texas General Land Office, Austin, Texas 

Payee Name & Address SSN / Tax Id Number 

State of Texas, actJng by and through the 
Commissioner of the General Land omce ()'v Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
Austin, TX 78701 

"'\J)0;,0 . Account Number -
Total Bank Charges 

0.00 

Payment Period Payment Amount Bank Service Property Property 

Du(\Qite (1n months) Descri ption Due Charges Sub-Type Sub-Id 

08/tlQ,UODt.l 12 Delay Rental 640.00 0.00 

••• • . • .... 
/• / 0.00 0.00 .. . . . . 
• .. 
I I 0.00 0.00 

. 
. _; ) _. 0.00 0.00 

r1 n ..... ..., 51~90 
I I 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 partJes 
named and 1n the amounts indicated. Should any d1rflculty anse, make the deposit 1n a special account, and contact us 1mmed1atelYN ~ 1 Q 12 3 3 
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Check # 102566 
Property Id / MMS Eff. Date Recording Information State County/ Parish 

TIC299 109· l 49·000·00 08/04/1998 11/21/98 SK 78 PG 345 ENTRY 51201 Texas Culberson 

M 99608 
.._, 

Property Name I Lessor 

Comm1SS1oner or the General Land Office or the State or Texas 

Property Legal Description 
Seclton 33, Block 53, Public School Land Survey, Culberson and Reeves CountJes, Texas, containing approximately 640 acres as shown on the Offioal Map 
or Culberson and Reeves Counbes on file in the Texas General Land Office, Austin, Texas 

Pvv~ fls(j),if us LP 
Payee Name & Address SSN/Tax Id Number 

State of Texas acting hy and through th" Comm1ss1oner or the Gm1e•a• Land Offi~e 
1700 N. Congress Avenue Federal Tax Withheld 
AustJn, nc 78701 0.00 

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 

08/04/2001 12 DELAY RENTAL 640.00 0.00 

I I 0.00 0.00 . . 
. 

I I 0.00 0.00 I') I 
I c....,1 •••• . . . 

f'\'1f"\ Af"'IC71"'1 • • • 
I I 0.00 0.00 IU ..L '-t~.J(C.. . 

(Jl) 
.... 

• . 
' ., I I . . ... 

I I 0.00 0.00 y / .ri. l j /) 
. • ······ / I ~ I - -

Instructions to depository: you have been designated as depository ror the above descnbed 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 speoal account, and contact us 1mmed1ater<4 9 1 Q 2 5 6 6 



•••• • • •• 
• 

•••• • • • ••• 
• 

•••• • • •••• 
• • •••••• • 

1. 
File NolJJ FtJ 97 l?~ g 

)~~ 
Date Flied: !l',f"f!,/ 

David ~rst, Commissioner 
By ~) 



Check # 99014 70 
- t>roperty Id I MMS Eff. Date Recording Information State County/ Parish 

TX299 109-14') 000 00 08/04/1998 11/21/98 BK 78 PG 345 ENTRY 51201 • . 
• i-.-x~ • Culberson . . • . • . . . . 

M 99608 . . . . . . . • • . . . . . . ... 
Property Name / Lessor 

Commissioner of the General Land Office of the Stale of Texas 

Property Legal Description 

Sect:Jon 33, Block 53, Public School Land Survey, Culberson and Reeves Counbes, Texas, containing approximately 640 acres as shown on the Offioal Map 
of Culberson and Reeves Counties on me in the Texas General Land Office, Austin, Texas 

02042286 

Payee Name & Address SSN/Tax Id Number 

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

I"") , 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 640.00 0.00 

I I • 0.00 0.00 ,. , 
.. 

I I ;...... 0.00 0.00 ~) 

er:, 
I In~ 

I I 0.00 0.00 IV /11U-I/ 

/\ \:V I 

I I - 0.00 0.00 

Instructions to depos1lory: you have been designated as depository for the above desaibed payment(s). Please credit the proceeds thePf>l,tO~~ ~ 
named and In the amounts Indicated. Should any difficulty arise, make the depos1t In a special account, and contact us Immediately. ~ j U j_ 4 ( Q 
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