
Rentals: ;;1J?~~· 

Mineral 
Maps: 

I 

STATE LEASE MF099609 

CONTROL BASEFILE COUNTY 

04-4124 102122 CULBERSON /055 
04-19868 102122 - REEVES /195 

SURVEY PUBLIC SCHOOL LAND 
BLOCK 53 
TOWNSHIP 00 
SECTION/TRACT: 40 
PART 
ACRES 640.00 
DEPTH LIMITS NO 

LESSEE TITAN RESOURCES 
LEASE DATE Aug 04 1998 
PRIMARY TERM 5 yrs 
BONUS ( $) 16627.20 
RENTAL ( $) 1. 00 
ROYALTY 0.20000000 
VAR ROYALTY 
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APPLJ A T 
T ' l.D. If 

(1ypc/pnrll below) 

N 

F 

A T 4, 1998 
Ml c DID APP LI A Tl 

1 exas General Land Office ED - CA-040(8-93) 

I aerce, if awarded a lease on the referenced tract, lo comply with all tem1s 
and conditions of said lease and with all applicable laws l11al so govern said 
lease, as those laws may be amended 

Name Tl I A RcSOURCES, L.P. 

Address 500 W TcXA , SUITE 500 

City MIDLAND S•ate TX Zio 7970 1 
(Include +4 Code) 

Telephone ( 91 , 498 8600 

ulbcrson, Rcc,·cs Publtc chool Land 
County(ics) Survey/ Area ____ _ 

40 (If Applicable) 

Acres ----
51 

Blod.Jf sp. Sectionffracc --- -----
640 

(1 f Appl icable) 

AJ ~sh Bonus [ ndoscd ill ------ (typc/pnnt am<>unt below) 

$16, 627. 20 

@1 Sales I cc A_t_ta_cl_1e_d__._(S ..... ) _______ (1ypc/pnn1 amount below) 

$249.41 --
T l11s ales £•cc is I - 112•1o of the cnsh bonus ns pro\'idcd in cction 32. 11 0 of the 
Natural Resources ode as am ended. 

APPLl ANT (same as above) n AM NT LY 
r n A RI·SOURCL , L.P. Do Not include sales fee) 

(S) :6.627 .20_ 
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S;CusHi n , 'Otexa~ - - ·- -

OCL AND GAS LUSE 
NO. M-"609 

Wl!ERBAS, punullll lO the Tcus NIIUnl Roourca Code Clu,pla131., lJ, 51, IDCI Ollpca Sl, ~ A-0 llld H. (Aid Code being bcn:uw\a' rdcrrod IO II N..R.C.}. md 111bjc,ct 10 all 
nilcs md rcculJdom promulpcd by the Commmloocr of the Ocllcnl Land Offico rod/01 tbo Sdlool Land Bcsd puswn dicrdo, llld 1111 other ~o - llld 1mcadmcou IO aid 
N .R.C., the fi>llowift-1 wca. to-wh: 

SECTION 40, BLOCK Sl, P\JBUC SCHOOL LAND SURVEY, C\JLBCRSON AND RllVES COUNTIES, TEXAS, COITTAININC APPROXIMATELY 640 ACRES AS SHOWN 
ON TIO\ omCIAL MAPS OP CULBfRSON AND REEVES COUNTIES O PILE IN 1lII! TVC.AS Cr.NUAL LAND omo:.. AUSTIN, Tr.XA.S, 

W11, .n.bcin& ~ 8dYa1iJed, olfcrod f01 lca,c oo tbe 4da clay ot All(lltt, 1na, • 10:00 o'dodc LID., by Ibo C-leloocr otthe GcDcnl Land Offico olthe SlalO o<Tcus llld tbe Sdlool 
LIDd 8olrd oflbe Stile olTc:u.,, f01 tho IOlc IDd only purpoec oCprolpOCtiq llld dril1ina f01, IDCI producing oil MWJ/01 pa !bit m,y be found 8lld produced Ctom tbe aboYC dclc:n'bcd we.; llld 

Wl(EJU!AS, aft,r all bid, md l'CIIUlbDCCa wbldi wwo ,wcm,d up 10 Aid tlm. uw *D dllly-.ldcrod by the Coa:unilliclDa" oltbe Gcncn1 LIDd Office Mid tbo Sc.bool Laod Bcsd Ma rcpbr 
modUll lbcreo{b, Ibo Ocllcnl Land Offioo, OD Ibo 411, clay ol A..-,t, UM,~ the 0 clfecd¥e daco" md k - found nl ddamlncd dm TITAN RF.SOURCES, W'. wbo9o adck"Ca la 
500 W. TEXAS, SUITE 500, MIDLAND, TX 7970 I had olfcrod tbo blps md bc.3t bld f01 a lcue ol tbo IR& aboYG dacn'bcd md Is, chcrdoro, entitled IO rccdYe a ICMC Iha-= 

NOW. n ,11:JlEFOflB, 1. GMty MMiro, Commieioncr o(lbo Gcncn1 Land Office o(lho SlalO olTau, badnal\cr ,omdimc,s rdcrrod 10 11 "Lcaor," wlae ada'css la Amlin, Trm. by wtuc o{ 
Ibo IUdlority ¥tACd in - md la CICllllidcndon o{ tbo pl!)'lllalt by tbo badnaftcr dcsl_palcd Leaoc, the 111111 ot Sb:ttta ,...__. Sh ll mwtrcd haity Seffll aad lOll 00 Oollan (S l "'17.lO). 
rocapt ol wbldo la bcn,by acbowled,-,d Mid ol the royaltlc:s. -is. llipilaliom and cioadwoos ccarmncd nl bcrcby agrcod IO be p.Jd, ot..rved IDd pcrf'«mcd by Lcacc, do bcrcby dcmbe, 
p1Dt, leao md Id lmlO tbc aboYC mmtioncd biddct Ibo c:xdusj,ye riabl IO p'OllpC(l f01, produce md tab oil rod/01 pl (tom Ibo aforcaid wca upon the foiJowlnJ lcnDJ md condi.tioas, to-wit 

l. RESLR.VATION: There la bcn,by cx:oq,tcd md ~ to Lcaar die fiiJI WIC o(the property OCMl"Cld bcrcby llld all ripll wish rcspcct to tbo-<-md lllmur&ce tbcrc,o(f01 m:y Mid 
all pwp1*a CXcqll dlo.c IJWlled Mid IO the ex:- bcrciD p'SIICd to Lcacc, IOldhc:r with Ibo rigbu ol!nir- md cgn,aa Mid- ol aid laodt by Lcaor Mid h• millcnl lca-=s, f01 purpoMI ol 
cxpiori,l-1 for md produdna the ~ wblcb 1R DOC ~ 01 wbkh ...., DOC be OCMl"Cld la tbe fblUre, UDda- the 1a11U ol this '-, but wblcb may be~ withia the -r-bomdM:lca o{ 
lho '-od 1RL All ol the rigbu la and IO the 1-s prcmila rcaioed by 1-md all ol Ibo ripts ia Mid to tho 1-s prcmila pmled to 1.-bacia wlJ be cxcn:ucd la IUcb a .._ diac 
ncitbcr lhall llDCklly interfere with Ibo opcndoN of thc other. 

l. TtJlM: Subject 10 theotbcr provUto1U1 bcrco( th.ls lca,c wiJ be for a la'm o(fJve (5) )'Cll'J from tbe clfcctM dale bcn,o{(bc:rcul QJJcd 'prunmy term"} and• lq lhcrcat\a" U oil or pl 

la procklcc,d In peyioJ qullltitlcs from Aid wea. 

). DELA V RUITAJ.S: lho wdJ be oommcoood oo Ibo laod bcreby ~ OD or bcCare the lllllivawy dll.c o{cbi.J ~ this 1-abaU ICnlllll.ltc, u to bodl pstica uni- Ibo 1-OD or 
bd1n ..id du ohall s-;y or lellder to cbe Commiwi<:n« ol tbe Oc:nc:n1 Lmd Office ol lho S-ol Tcua • Amda, Ta:M, lho - ol 0- Dolw {S LOO}. pu .en, whlcb lhaD opcnlle u reocal 
and_. Ibo privilcp o( ddcmag lb. com-clll ol a wdl for twdw (11) moodaa from me! dMo. ID lib ._ llld upoa lib~ or tmdcn tho comrncncc:mm• o( a wdl ...., be 
(i;,,thar ddarod for lib poriodo o/ tbe - maber ol mondi.a ~ clunag flM primMy tcna bereol. 

4. PR000Cl10N ROY AL nt.s: Subj«:! 10 the prowiom for royalty ROldlom Id out la ~ (B) ol dm pnpllpll 4, upon production of oil and/or ps. Ibo Lcsscc agrees ID P9Y 
01- IO be .,.id IO the Commiwi<:n« ol Ibo Gcncn1 I.And Office in Amtia, TCUI, (01 lho WIC Mid bcacfil of tbe SI* otT-. clurbia lbe ICnD bcnioC 

(A) OLL: >J a royall)' oo oil, whlcb u dcfiocd II illdudulg all ~ produced ID a liquid form • lbe mouth o/ the wdl 8lld abo all coadcnPlc, dutil1alc, Mid od>cr liquid 
by~ ~ from oil or p1 rw, dirouali • ICl*WI.OI" 01 other oqulpDall, u badAa&r provided. 115 pm1 oC Ibo pou productloo or lbe mar1cet value dlcnoot Ill the opticll ol lbe Lalor, 
,ocb value IO be dclarmlDed by I) the blp,ca l)C*Cd price. plus pn:mlum, lf -,, offcrod or plid for oil, coadcnPtlc, di,tillltc, or otbcr llquid bydioc:.tiou, rcspoctivdy, o( a lib type and gravil)' 
in lbe a,mcnJ wca wbcr'e prodoced md wbcll n.11, or 2) the hips marb:t price lbcrcoC otrcrod or i-Jd ID the acncnl wca wbcrc prodoced and 'Nbcn NA. 01 l) Ibo pou pocecd, of Ibo sale 
~ wblcbevcr b lbe paler. )..- apecs lh.c before 111y pl procklcc,d from Ibo lmd bcniby lca,od la IOld, -,cl 01 proccucd la a planl, h wiD be nm m,c o/ OOlt ID Leaor lbrouali Ill 
adc,qw,lc oil and pa aq,erMDr of ooavaidonal type 01 other oqulpmcnt • lclllc u cffidc:ac to Ibo cod dm all liquid bydro,:arbou l'CICCMnblc from tbe pa by IUcb lllCIIII will be l"CCOYG'CICI. Upon 
writtca --1 o( Leaor, lbe ~I dm suc.b pa be rua lhtoup suc.b a eq>enlOl or other oqulpmcat ...., be wmvcd upon IUcb lamS aod condidom U pracn'bcd by Lc:aor. 

{B) NON-,P"ROCF..SS£D CAS! JJ a royall)' IMI IIQY ps ('Uldlldlna Oared pa). wblcb Is delioed u 1111 byd,ocart>oas and ..-,us .. bolanccl DOC dcfiDod u oil la~ (A) abcM:. 
procklcc,d from 111y -11 on aid 1-1 (cx.ccpt as provided bcrdo with rcspcc1 10 ps proceaod ID a plant f01 tbe CC'ICtioo of auohnc., liquld bydrocarbom 01 oCbc:r products) 1/5 l)llft of the pou 
producdoa or lho llllr'«d value lbcn,o(, al tbe option of the 1-, IUcb valoo IO be i..cd OD the blJhcst -11:d price i-Jd or olfind for p1 ol compwlblc qualil)' la lhe aaicnl wca whc:ro 
procklcc,d and wbca nm, 01 the po. price plid or olfcrod io the producer, wblchcwr u giu&c:r provldcd llm the maximum ~ buc la meuuruia lho pa under dw lcue oootne1 aba1J DOC at 
111y time cx:cecd 14.6.S pounds per IQIIIR iodl abeol1*. md Ibo -.dltd buc 1empcnon lb.all be ~ (60) clcarccs Fabtalhd1, comcdco to be made f01 preaurc ~I to Boyle'• Law, and 
ror opcciflo gravicy accordina to - nude by tbe Balanec Method orby tbe- lil)pt(Mld mdbocl ollalma bdDa .-i by Ibo~ a1 the lime oticaini. 



(C) PROCESSO> CAS: ~ 1 royal1Y oo aoy ps processed in I psollne plant or ocher plane for the rccovay of gasoline or odier liquid hydrocarbons, 1/S pan of the residue gas and 
lbc liquid hydrocarbocu cxtnocCtid or the marled value thcrco{, • the opcJoo of the Lcaor. All royalties due bcrcln ah&II be based oo ooe hundred peroc:nt (100%) of the tolal plant production of 
raidue ps 111noutablc 10 gu produced &om this le&Jc, and oo fifty pcrccr,1 (50%) or that pcrccn1 accruing 10 Lessee, whicbcvcr u lhe greater, or the touJ plant productloo or liquid 
bydrocarbam, 11uibuuble 10 the gas produced from this lease; provided th.al If Uquid byclrow1>ons we rcoovc:rcd from ps processed In • plan1 in which Lcsscc (or it, parent, lllbsidl11Y or 
lffilillc) ow,u ID inl.Cl'Clt, then the pcrcc:olagc applicable 10 liquid bydroc:8tbonl aba1I be fil\y pcrocnt (50%) or the blghest pcrocnt acaulng 10 • third pany processing ps through ,ucb plant 
mdcr I prooeuln1 ...,_,.co1 Kpe&ed • arms' lcncth (or If then, I• DO 1UCb third petty, the blp,cst pcrccnl then being spcclfied in proccssing aar-r,cnll or cootncu ln the industry) 
~ u tho pater. The rcspcctivc royalties oo rc:slduc ps and oo liquid byclrow1>ons aball be delcnnined by I) the blghesl mar1cd price paid or offered for any gas (or liquid 
~) of oom~ quali1Y In the &cncnl area or l) the SJ'OU price peld or o(T'cn,d for IUCb residue ps (or the wdghted awngo SJ'OU selling price for the rcspcctivc grades ofllquld 
~~). whicbcvcr u the put«. ln DO evait, howeva-, aba1I the royalties payable under this pan&J'll)h be lcu than the royallles which would have been due had the gas not been 
procc:aod. 

(D) OTi l£R PRODUCTS: ~ 1 royal1Y oo cari>oo black, sulphur or any odier producu produced or manufactured from gas (cxcq,tlng hquld hydrocarbons) whether uld gas be 
"casinabcad," "dry" or any ocher gas. by frxlionaling. bumlna or any ocher proccssing, 1/5 pan of pos, productioo of such productJ.. or the marl.'.ct value thereof, 11 the opcloo of Lwor, such 
mar1cCI value to be ddcnnined as follows: 

(I) Oii the basis of the blghesl marl.'.ct price of each product, durlna the wne month In which llJCb produce u produced, or 
(l) Oii lhc baslJ of the average cross sale price of cxh produce for thc wnc month in which IUcb produCIJ arc produced; wbichcva- Is the greater. 

(E) VARIABLE ROY AL TY: (I) Subjee1 to the ocher provl,locu of this lease, it lJ hereby provided th.al in the eveo1 production in paying quantities is established pumian1 to the tcnn1 
o{ 11,lJ lease and IUCb produdioo u brought oo line and aalc:s thc:rcof arc commenced within twcoty·four Cl•) months of the cfTCClivc dlle hereof, the royalty ratc provided bcrcln shall be 
reducod to 18..75%, and aball lpply to each subsoqucnt wdJ drilled and produced oo tho land COVU'Cd by this lease. Provided that, If during such twco1Y·four (2•) month term during which 
I.- --r CW11 1 roduccd royal\)' n1e of I&. 75% u hcrdn provided, ~ lhou1d drill In ,ood Calth and complete the ran1 wdl u • dry bole oo Ibo land covered by thls lease, Lcuoc may 
reccM a three (l) cnooth atc:nJioD of the tcnn in wblch 10 am a rcduccd royalt)' ra1c by aivlna ootlc:c lo lhc Commlwoocr of the Ocncral Lind Office, commencing dri1Jina opcrllioos oo an 
edditlonal wdJ prior IO the cxplradoo of IUcb three (l) month period and ptOICCUllng diligently and In ,ood Caleb the drilling of such addillooal wcU and completing wne JO thal production In 
psy(na quanllll.c:s lJ cmblisbcd and IO thal such produdioo u brought oo line and wc:s thereof arc commcoccd prior 10 lhe cxplralloo of such three (3) month extension period. 

(U) la the evau productlon in paying quantities la cstabllsbcd purlU&l1I lo lhc tcnDJ of th1s lease and such produccion u brought on line and wc:s lhereof arc commenced al\cr lhc 
cxplntlon o(twco(Y• fOIII' (l•) lll<Xlths from lhc dJ'CCliYC dale baw(but prior 10 the c:xplntion offorty-dght (0) months &om the dTCClivc dale hereoC, lhc royalty ra1c provided hcrci.n lhalJ be 
roduood 10 IJ.375% aod aba1I apply 10 cacb subscquc:n1 wdl drilled aod produced on lhc land OOYCrcd by this leuc. Provided that, It dwina aucb twenty-four Cl•) mooch t.cm1 during wblch 
ta- m.-y CW'II a rcduccd royal1Y rate o( 19.375% u hcrci.n provided. ta- should drill In ,ood &.ith and oomplete thc first well u • dry bole on the land oova-cd by this lease. lAICC may 
rocclYC I three (l) mooth cxtcuion o( the tcnn la wblch lo um I rcduccd royal1Y ra1c by aivlns llotice to lhe Commlwoocr of lhe Ococral Land Office, commencing drillina opcrllioos oo an 
edditlonal wdJ prior to the cxplntlon ot IUCb three (l) month period and pt01CCUlin1 dillcently and in ,ood faith the drillin& of such addillooal wcU and oomplctlna wnc JO that production in 
psy(na qumllllc:s u CIUbllihed aod IO lbat IUCb produccioo la brouafu on line and wc:s thereof arc commenced prior to thc c:xplntion of IUcb three (l) month atcnsion period. 

(P) NO DEDUCTIONS: Lcuoc agrcc:s th. all royaltlca acaulng to Lc:uor UDclcr this lcaso lhall be without dcdudion for tbc oo.i of producing. nnsponiog. and otherwise maldna the 

oil, au aod other producu produced bc:mmdcr ,-ty for Ale or uc. 

(C) ROYALTY IN KIND: NocwithDndln1 IIQ)'thlt,1 OOlllalncd hcrci.n 10 the CIOOUW)', Lc:saol' may, Ill Ill option, upon not lea than 60 daya notice 10 '-, requin Ill any time or Crom 
dmo IO dmo Iha pqmc:n1 of all or my royalties acaulng lo Lcaor 1IOdcr thla lease be made in kind without dcduc:don for lhc oo.i of producing, pthcring, storing, sq,enting. crcatiq. 
~ oomprc:sslng. proceamc. cnn,pon.ina aod othawuo maldaa Cbc oil, ps and ocher produCIJ produced bcrcundcr rcaey (or aale or uc. Lcssoc'1 right 10 take Ill royal\)' In kind 
llball 90! cimlnlsb or oc,-o '--'• rigbt, or Lcuoc'a obliptlona, wbctbcr cxpl'UI or Implied, Wldcr thls lease. 

(H) PLANT FUEL AND RECYCLED GAS: No royalt)' aba1I be ~e oo my ps u may rqxacnt dw lcuc'I proportion.ate th.-e of aoy fuel used lo process ps produced 
"--"' la my prooeaing plmt. Nolwithstandiq 11QYtbina contained hcrci.n to lhe cootnry, and aubjCCI IO the COIIJClll la writing of the Commwioocr or lhe GmcraJ Lmd Office, Leace 
..,. n,cydo ps (or ps Ill\ purJ)OfCS OD the \Qscd premlaea after the liquid ~ CODlalncd In the ps bavo been rcmOYCd, and DO royalllc:s sbalJ be plylblc OD lhe ps IO rccydcd until 
IUCti limo • Ibo 11111e may thcrc:aftcr be produced and llOld or used by Lcacc in IUCb manner II IO entitle Lc:uor 10 a royalt)' ~ UDc1cr the royalty provislOOJ of this lease. 

(I) MINIMUM ROY ALTY: Ouria& my yes after the cxplntioe oflbo primary tcnn of this lcuc, lflhls lease u mainl•locd by production, the royalllc:s peld to Lcaor in no c:vmt aball 
be lea lhml an lfflOUDt equal 10 the toal annual dc1-y rental bcrcln provided; odlcrwlsc. there aba1I be due and plylble oo or before the last ~ of lhe month succcedlna the aruilvasa,y dale or 
ebb -- • sum equal to the toal amnw raltll lc:ss the mnount of royalllc:s paid during thc proccdlna yClr. 

(J) MARClNAL PRODUCTION ROYALTY: Upon 1-'1 wriuen applic:alioo, the School Land Boercl m~ ~ the royal1Y ratc act out in thls pan&J'll)h and/or the mlnlmum 
l'O)W(Y "" out In ~ • (I) IO mead the ~ life o( thla ~ aod oocounao --, of oil or p1 thllt might othawuo remain lllll'COO'Ya'cd Any auch royal1Y rcduc:lloo m1111 
coolorm IO Ibo roqulrcmco11 al any School Lmd 8olrd lldmlol,cralive Nia on thla subjoct. ~ m-r not be roduood below the -.,p!Jcablc ~ minimum. 

S. R.OY AL TY PA YME.NTS AND REPORTS; All royaltla DOI taken la ldod ahall be paid IO the Commiuioll« of Ibo Gmcral Land Offioc II Au.still, T C:XU.. In the (ollowlq maoocr: 
~ a( royally oo producd<m o( oil -S ps llball be u provldcd la Ibo Nia "" forth la Ibo Tcus Rqi,lcr. Rules QIITCIDlly provide d>&I royalt)' on oil la due -S mllll be rocclvcd In ibe 

o..'11 Land Offico on or bdore Ibo Sib ~ o( cbc IOOOlld moadl IUCOOOdia1 Ibo -cb a( pn>duClloo.. aod royalt)' OD ps u cllM aod mllll be rocclvcd In the Ococ:n1 Lmd Offioc on or before 
.. 15411 d1I)' al lbe IOOOlld monlb .-eodi~ cbc moacb o( productloo, ecoompmlcd by Ibo a.ffidllvit of the owner, mwga- or otht.r adbori1lCd agent, completed in cbc form aod maancr 
prwribod by Cbc GmcraJ Land Ofiice and sbowin& Ibo SJ'OU amoum and dupolltloo of all oil and p, produced -S Ibo mar'c.d v.Juc of cbc on and gas. toactbc:r wiih a copy of all doamcau. 
~ or rqx,rU coofinnlaa Cbc sr-- productloo, dupocitloo aod m-1cd value lndodlng ps meter retdlnp, pipeline rocclpts, ps line roccipu and otht.r cbccb or memoranda o( - OUDI 
produced md pu1 into pipclina. tmb, or pooh -S ps Unc:s or pa acor-,c. aod any OCbcr rq>ortJ or rocordl whldl the GmcraJ Land Office may require to ~ the pwa produc:tloo, 
dupllidoo -S IIUdcl v.Juc. In all euc:a the aulhoritr of a lDlll,a&U' or agcat IO act for the Lcuoc hcrci.n mUII be filed in the GmcraJ Land Office. Eich royalt)' paymc:nl aba1I be accompenled 
by a dloct llllb, ac:bcdulc, IUIDIIIS)' or OCbcr ranlumoc advice lhowin& by Cbc aulp,cd Ococ:n1 Land Office leuc oumbcr the amount of royalty beu:11 paid oo each leuc. If Lcace P1'YI bl, 
,oy.11)' OD or before ChlrtY (30) daya ~ the royall)' paymcot wu due, 0- Lcace owa a pc,nalty or S% on the royal1Y or rn.oo, wbJcbeY<r u pater. A royalty paymco1 wblch i. OYCr dility 
(30) daya lace aball acx:ruo a pc,nal1Y of 10% oflhe royal1Y c11M or Sl.S,00 whlcbewr u greac«. In .ddition 10 a pc,nalty, royalllc:s aba11acc:NClntttcs111 a n1e of 12% p« ycr, such lntttcs1 will 
bqia ICCl'\WII wbcn the royaltY Is llxty (60) dsy-a OYa'duo. Affldavlll llld IUpllCl'ting doc:umcnll which we DOI filed whco due aba1I Incur a pcnal1Y in ID amount act by the GmcraJ Land 
Office ~vc rule wbJd, b dI'CCllvc on lbc dale whco die affldavi.ll or supporting doalmcnll W<:re duo. The Lcace ah&II bear all rc:spooslbilil)' for paying or causin,a royaltlc:s to be 
peld • pracn'bcd by the cllM dae provided bcrdn. ~cat o( the clcllnqucocy pc,nalt)' ,hall In DO -.y opcnte to prohibit the Staid, right of forfeiture u provided by law nor act lo postpooe 
Cbc dale on which royaldcs W<:re orfpnaUy due.. The above pcnal1Y proYI.Jloos shall DOI apply In cues o( llOc dispw, u IO the Staid, portion or the royalty or 10 lbat ponlon of the royaJo- In 
dupule u 10 fair marbl value. 

'- (A) RESERVES, CONTRACTS AND OTICE.R RECORDS: Lcacc aball annually funwb the Commlssioocr o(thc Ocncral Land Office wilb ill best pou!ble estimate of oil and ps 
,-- tmdcrlylna tbls 1c1,o or allocable IO dw '- aod aba1I funwb Aid Commluloocr with copies of all coolnCIJ unclor wbJdi p1 lJ IOld or procc:sacd and all aubacqucnt ...,_,.cnu and 
om s theau IO IUCti COOll'KU wltblll ~ (30) ~ after cnlclriq into or maldos aoch COCllnCI.I, qrc,cmcoll or mncndmc:ntl.. Such cootracU and agrccmcntl whco rocclv,,d by the GmcraJ 
Lwl Offico aba1J be lrodd In coo1idcnce by the GmcraJ Land Office mleu otht.rwl.sc aulboruod by Leuce. All other CODlnCIJ and rcoo,ds pcrtamina to the production, tnnspOrt.ation. ule and 
IUfbdaa o( ibe oil aod pl prodQocd Oii aald prcml.,ca, lndudlq the boob aod ICOOIIDII, rocclpts and dlxugc:s o{ all wdJJ, lalllca, pools, lllda'I, and pipelines aba1I 81 all times be aubjCCI 10 
lupoccloo aod c:umwtloo by tbc Com.mLuioocr o( ibe Oc:nenl Land Office, the Atlonley Ococ:nl, die GoY<rnor, or the repcucatatlvc of ,ey o( them. 
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(8) DRJLLINC RECORD : Writtca DOdcc ol all opcnlions oo lhls lcuc aball be submlttcd lo lhc Commlssioocr oflhc Ococnl 1.-1 Office by Lc:sscc or Ol)a'IIOI' fl ~ (S) days before 
..,ct d.lc, wontoYCr, ro-cnuy, k:mpormy .-doom- or plu.1 and eboindoomc:n1 o( MIY wdl or wdl£. Suc:b wriUCD DOcicc IO lhc Ocacnl 1.-1 Office lh&1I lndlldc copies of R.ailroed 
c-.,Jaioe fomu (or 9'Jl)liClltioo lo drill. Copies ol MAI laU, cc,mplc(loo rq,ons IOd plup g rq,oru shall be ruwllcd lo the Ococral 1.-1 Office • the time Ibey we flied with tbc Texas 
~ Commbsloo. Lenee dwl supply cbc Ococnl 1...-1 Off'ICC with m y rocord.s, mcmorwMla, .acounts, rcporu. c:uttlop and ooru, or Olhc:r IAlormatloo rdad~ lo the opcnlioo of Ibo 
~ 'bcd prcmlscs, which may be requested by the OcncnJ Lmd Office, m additioo lo d>Ole bcrcio cxprc:asly provided for. Lcacc shall have .., clcc:uical and/or nidioecdvity IW'VC)' 

m8dc oo die bort,,bolc 9Cdioo, fi'om lhc base ol cbc NUOc casu111o cbc IOC.II dq)ch of wdl, ol all wdll drilled oo lhc aboYC clcacn'bcd prcmlJcs llld aball cnrumlt a 1n1c copy of lhc log o( cacb 
--, oo cacb wcll 1o the Ococrat 1.-1 Off'K» withia flllcca (IS) day, al\cr cbc maldna o1 a&ld IUl'VCY· 

(C} r t:NAL 11 ES: Lcucc ahall Incur a pc:nalty wbcocvcr rcporu. dooumCDII or Olhc:r malcrials arc DOI filed lo lhc Ococnl Land Office wbca due. The pc:nalty for late lili.na lhall be tc:t 
'°Y cbc Oa,cnl 1.-1 Office adm.inlJlnd~ ndc wfilch Is dTocu~ oo lhc date wbca lho m.otc:nalJ were due lo lhc Gcocra1 1.-1 Office. 

7. RETAlNtO ACRf..AG E: Nocwithstllndina my provision o( chis lcuc lo the COOttlly, al\cr a well pnxlucin1 or capable of produclna oil or ps has bom completed oo chc lwcd 
pmnucs, Lcs,cc shall cxcrcuc die diliga,cc of a rcuoubly prudent opcntor lo drillm1 aucb additional wdl or wdll u may be rcuooably nc,ccawy for the proper dcvdopmml of the leased 
prunlJCa and lo marlccwl& the productioo lhcrc,oo. 

(,\) VERTICAL: 111 lhc CYCDI chis lcuc Is In force Md dfcct two (l) yan al\cr lhc cxpU1llJOO date of lhc primary or CXI.COdcd tcnn it mall lhcn la1l1Ul.alC u lo all of tbc leased premises. 
EXCEPT (1) 40 eaa IUITOUOdina cacb oil well apablc of produciaa In PIQ'UII quaoddc:a and 320 eaa IW'l'OIIDd,q cacb pa wd1 c.peblc ot produdn1 lo paylaa quaoutica (lodlldlo& a shul· 
i. oil or ps wdJ u provided ID Pll'apwpb 11 llcroo(), or a well upoo wblch Lcucc Is !hen CIIPled In coot.UIUOUJ drillln1 or rcwor1dn1 opcntions, or (l) lhc llumbcr of eaa Included lo a 
,rodudn1 pooled omit punu.1111 IO Naural Retouroel Code Sec:tions Sl.UI-Sl.lSl, or ()) IUeb putcr or laser !lumber of eaa u m-,, lbco be al.localed for produdioo llWJlOKI lo a pn,ralioo 
_. (or cacb IUCb produdng wdJ IIDdcr lhc ndc:s md rcsulalioos or the Railrofld CommbslOD otTcxu, or u y S11CCC110r agcocy, or odia- govaumcotal lllihority hlVUII j\llUdlcti011. Withln 
,o _,.. of a pwtlal tcnn1udoo ol lhls !cue m IICCOfd.tocc witb lhls ~ and upoo .-ymca1 ol tbc IIWWIIIIIII filuia foe tc:t by Ococn1 1.-1 Office ndca bi dfcct • the time o( chc 
~ ~ ~ lb8IJ llaYc the rlcht IO obcalll a -r-1cuc for U11JU1 and cp-ca OD aod eaoa the IC:nlllnM.cd poruoo ol Ilic lcucd prcmlJcs u ~ be rcuoubly llCCCSSII)' Coe chc 
...._i opcndoa ol lbc por1iou ol ebe lc:uc ,-.lnlQg ID force md dl'cct. If Lcacc Call, IO WY for a -<- lc:uc wlthlll tbe 90 day period spccilicd lboYc, Lcacc m-,, WY for a 
--i-&om ebe l..and Offloc, but Ibo Land Commlsaioocr bu Ibo duc:rdioo io er- or da)y Ilda 9'Jl)lic,,doo -s 111> Id Ilic foe (or IUCb awaoc lc:ue. 

(8) H OIUZOITT AL: la 1bc C¥all tbla lcuc Is bi force and c1Tcct two (l) ,--.. aft.c:r tbe cq,lntioo dale ol the pnmary or cxtcodcd tcnn it lhall fur1bc:r la1DJ.ll.llC u 1o all depths below 
100 (cct !,do,,, lbc IOtal dcpdl .nled (bcrdll&I\« "dcq>cr 6cpclu") In cacb wdJ loc:atod oo ~ l'CWllcd lo Pwagnrpb 1 (A) lboYc, lllllca oo or bclcrc two (l) ,._.. a&r the primary or 

· aXDdcd 1cn11 Lc:ace .,..yw • -.. equal 1o ~ ( ln) ollhc boom oriJ!nally paid u oonsldcntloo for Ibis lcue (u spccilicd oo .-ac I bcn,ol). If lUC:it -• Is paid, Ibis lcuc cbalJ 
be la force md dl'cct u IO IUIC:b doq>cr' dcpchs. md aid l.cr1lulMdoo lha1l be cldqcd for • additioo&I period of two (l) yan md '° loo.g tbc:rca&r u oil or pa Is produced In PIQ'UII qumtidca 
Crom IUCb doq>cr' depths ooYCrcd by lhia lease.. 

(C} IOF.NTIJIICA TION AND FIUNC: Toe -C- IOUIC rdalncd lwn:iundcr: u IO each wdJ mall, u -ty u pr1ICdca1. be m the Corm of • ,qu.-. with lhe wd1 loca&cd In the ocatcr 
....c, or llada oCbcr lbapc u m.ry be ~ by the School Lmd no.rd. Wilhlll d:w1y (30) _,.. a&r pwtlal ICnlllnadoa.ollhls lcuc u provided ba'Cia, Lcacc aball ~ and record a 
""-or~ OOllblalq a ads6ctory qml dcKripeloo ol lhc acreage mdlor dcpchs DOC rdalncd llcmmdcr. The .-dod rdca,e, or a ccrti.ned copy of oamc, cbalJ be fllcd bi die Gcncnl 
t..d Offloe, IOOOllll*llod by ebe li1lq (oe pre9Crt'bcd by ebe Gcncnl Lwl Offioc Nia ill effect OD lbc date cbc rclc&tG ls filod.. If 1-Call, or rdmca IO cccc:w and record IUCb rclcuc or 
""-widua IUlldy (90) .,.. mftcr bciq roqaaled IO do 10 by lbc Gcncnl Lmd Offloc, cbm cbc CcmmiAloocr • lala IJOlc diJa'dioo m.ry clcslp&c by wria.m WINIDCD1 lbc acreage md/or 
.... IO be rei-1 Ml'CIIIDdcr md rooord mc:b lumimeat • Lc:ucc'I cxpmJC ill die COIIII()' or COIIDllca wbcr-c ebe lcuo Is loca&cd md ID Ibo official rcoordl ol the Gcncnl 1.-1 Office and 
_.. deelp,rioe ..U be biDdiq lll>OD Lc:ace for all pwpoeca. If• c y time aft.c:r the cffccti~ dldc of Ibo pAr1ial t.cr'lllwtioa provuloa.l bctwC. Ibo oppliablc fie.Id Nlca we chaqcd or Ibo 
wdl or ... loaircd ~ n reclaAifiod 10 tblt lea scrc:age Is lhacaft« &IJocalcd IO Aid wdJ or wdJJ for ~ purpo,cs, lhls lcuc lhall lbcrcupoo lt:nl1Wlc u lo all IIICffa&C DOI 
...,_ elloc8lcd IO aid wdl or -'.la for produedoCI purpc»a. 

I. Of1l'Sg'I' WELLS: If oil mdlor pa ma.Id be produced la oommadal qu-.dtica from a wdl loca&cd oo laod priVEQ' owned or OD Suite lmd lcucd • a lcacr royalty, wblc:b wdJ Is 
.,... _ ~ (1,000) feet ollbc- lllldudod bad.a, or wtildl wdJ b dralAlq ebe- ooYCrcd by lbl, kt.K, cbc '-- lhl!I. wldilii t1Xl)' (60) dayw a&r IUCb Initial producdoo ~ 
....... -a or .. _. ~ wtcbia - dioamd (1 ,000) feet fi'om ebe .-ca ooYCrcd by lhia lc:uc bqi.ll ID sood faith md p'OICICUllO dillpdy lbc ckilllq ol • o«tct wd1 OD 1bc area 
_... '°Y .is '-, ..t IUIC:b o«td _. ..U be ckillcd IO audi dcpdl u mq be -,, io prcw,at ebe mdi.e *1mlp ol lbc - ooYCrcd by dlls lcuc., md lbc 1.-, lllallaJ'CI" or driller 
..a - 111 - _,- ID I sood &l.1h dl'ort 10 ...ice audi o«td _. ~ oil md/or ps In commcrd&I qu.mtidcs. Only IIJ)OO ebe dd.crmhucioo ol lbc Comm.wloocr and with lala 
~ ~ ~ ebe ~ ot, compcaAIOI)' ~ utidy lbc obllpdoo eo ck'ilJ • o«tct wd1 or wdJJ roquirc,d -SC.-elm~ 

, . ORY 1101.DCESSATION OP l'llODUCTION DURING PIUMAR.Y TERM: I(. durina ebe primary lCl'm bcrcof and prior IO ~ llld produc,.tioo of oil or pa oo a1d lmd, 
1.- *'-Id &fD , dry loolc or Idea ~ or If duriq ebe primary 1cn11 kr'Cd llld after Ibo di,ooyay and actual produedoo of oil or ps fi'om ebe lc:aJcd prcmlJcs IUCb produc,doo Cha-col' 
-.C,.W - "- -, -. .i. lwo ..U aot ......._. If 08 or bclore ebe cxplntloo of alx!y (60) _,.. from d.c of complcdoo ol aid dry llolc or ~ of productloo 1-
--adoitblal «illiag or ,-tdac opcndou ~ or ~ or lcedcr1 tbc ecxt amw&I ~ real.II la the w ._ u provided Ill lhls lcuc. U: durloa the 1ut r- ol lhc 
prim-,. 1aa or wtibla ~ (60) _,.. prior dwn:co, • dry Ide be compldcd IOd abeodoncd, or Ibo productloo of oil or ps ieould - for -.y caiJC, Leucc'1 ripu lhall rcmai.D ID fWJ force 
..t ailfect wtdlolll fur1ba" opcndoM mlil lbc cq,lndoa oldie prim-,. 1cn11.; aod If 1-bu DOI raumed produc:oOD la ~ quodtlc:a II lbc cxplndoa of ibc primary lcnll, Lc:uoc IILIY 
...... lou .._ by c,onde....., additioul .au.., or ,-tdac opcntloaa punum IO P.-agnpb 10, IUUIC lbc cxplnlioo ol ebe primary ICnD u lbc d8lo ol CCUll.ioo of produc:oOD IIDdcr 
,..,.. 10. Sboald ebe &-. 'Wdl or -.y wt• IIWClll wdJ &illcd OD Ibo aboY!J cbc:ribcd lmd be complded u a !111111111 oil or ps wdJ wldwi lhc prim-,. ICnD bctwC. Leaoe Ill.I)' l'CIUDIC 

~ o{ .. -i .....a i. ... - - • prowled IM.rcu 08 or Wore die taltll ~ dllc followlq ebe cxplntloo of~ (60) _,.. Crom die dale of compldioo ol mdi shUll-CD oil 
• .. _. -s .- e.e r.a.. eo mm ..:ti .,.,._, .i.. .._ ..ii ii-, '-*> liCr1IUIIIIII. If• ebe apirllloa ol Ibo primary 1aa or -, dmc Cbcremfta- • !llllut-ai oil or pa wd1 Is loaircd OD 
.. '-d .....-~ mq be made Im MXXll'daDoo wldl die lh111-aa proviJloa.l bcRoC. 

1e. CUSA 110N, OR.IU..ING, AND UWOIUONC: If. .tt« ebe cq,lndoo ot cbc prim-,. --. ~ ol oil or .- &om tbc lcucd prmi.1-. atlcr oaco obca1nod. ieould -
._ 111J-. 6ia 1wo ..a .ac _...... II t- oom- ad&doul ckilllq or ,-tdac opcradoos wldwt mtr (60) _,.. afto- Ilda -ioa. and dlls te.N oh&IJ ....,... ill f\ill 
l:na ..t .«oct lar ., loq • -* opendom ~ • sood faith md Ill -.ortaunlllc.e ._ without liMn,ipdom IObllq more ti.a atX()' (60) ~ If -.Ii ~ or rewortdac 
apcndml .-II i. lbc prodllcoom o{ oil or pa. tie lc:uc -11 rcmaa la fiall force md dl'cct for ., loo.g u oil or ps Is produced &om Ibo lc:aJcd prc,mlJcs In ~ qu-.dda or ~ or 
...... oil or.- wdl ro,'.adea or ~ ol compenPCo,y royaltia II made u provided IMn:ill or u provided by i.w. If die ckilllq or rcwor1dna opcntiOlll result lo the complcdOD ol • wdl 
•, r, ~ lbc 1cw wlD 110C 1e1rmm11c lfebc i-com- additional ~ or rewodlq opcndom wlChla atX()' (60) _,.. ilfta' Ibo compldioo or the well u , dry bok, al tblJ lease 
IWI ,.... i. drea 10 loq u 1.-~ &illlq or reworidll& opcndom In sood Caleb md In a worbilM:l1lkc - whbout lmanapdoos IOtallq more CbMI ~ (60) dayw. Lcacc 
sWI cJw ~ IIOClcc lo lbc Omcnl l..and omco wllhbi ~ (30) .,.. of aQ)' cc:satloa ol prodoctio,L 

11. 511\TJ'-IN llOY AL 1US: For putllC*I ol dais pananph. ~· maa, -.y wdJ lb.It has bcca uslpod a wdJ lllllllbcr by lhc -.c q cnc:y haviAg jutudicdoo over the productloo of oil 
md .._ If II IIIIO' tiaM after .. cxplnlioo ol ibc prim.ary 1cn11 ol a lc:uc M. mcil bciq •• k. - Ilda& auloe• illOd la l'orce wt drott, a wd1 cwpablc ol produdq oil or p1 In PIQ'UII 
quwadtla Is loaircd OD lbc atoll prmi.1-. bat oil or p, Is IIOC bdDa produced for laclc ttl lultlble produc;doo Cadlitlc:a or laclc ol • suitwblc mr1cd, CbcD Lcucc Ill.I)' pay u • lhut-aa oil or pa 
roywty • - equwl eo double lbc _... rami provldod Ill the lcuc, but 110C lea CbMI s 1,200 • .,_. roe ad1 wd1 a,peblc of produdq oil or ps ID paytna qu.mtiuc:a. To be dfccti¥O, 
eac:ta laldal ...... oil or p1 roywty mac be pmd 08 or W ore:: ( I ) lbc cxplnlioo of cbc prim-,. term, (l) 60 _,.. at1cr ebe ~ - IO produoc oil or ps &om the lcucd prmi.1-. or (3) 
60 _,.. an. 1-comp&da a ~ or ,-ortdq opcndoo Ill acoordmoc widl the lc:uc provilioos; ~ du b Ill.ell. If Ibo lilut-lll oil or ps royalcy Is paid, the lcuc ..P be 
--'da'ed eo be • prodiKJq lc:uc md lbc ~ .tialJ maid lbc tcn11. of die lcue (or a period ol one .,_- from ebe end of Cbc prim-,. term. or from ebe flnt day of Ibo moadl foUowlq lbc 
.oODdl la ..Wda prod,ocdoa ocuod, md, after ... 11 IIO mlllbk prodildioe r.crutia or oukwblo earbt (or Cbc oil or ps cmta, 1-m.ry mmd die lcue for four more ..-.lw periods ol 
- { I) r--by ~ tbe - mlOUIII eac:ta ,_- CID or before 11,o c,q,ln,doo o( aad, llhUl-ia year. 

U. COMP!.NSATOllY llOYALnES: If. duriq dMI period dMI lc:uc b kqi1 la dl'ect by ~cat ollbo shut-Ill oil or pa royalty, oil or ps Is aold and ddl--.d In PIQ'UII q111Gddca 
&om a wdl loca&cd wldua ooc lhomand (1 ,000) (cct oldie lcucd prcmlJc:a aod completed ID ebe IMIC produc:ai1 rncrvolr, or Ill -.y ca,c ill wblch drabiap Is OCQlfflllS. Ibo richt lo coodnuc lo 
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-.UDlllla !be 1cuc by ~ die lhut-ui oil or ps royal()' lht.11 cease, but cbc lcuc alwl r=aln c:ffoc:ove for lhc rcmauid« of lhc ye.tr foe- wblcb lhc royalty b.as bcai pmd. ~ L=c,c may 
......i. Ibo lease foe- ,.,.. more IUCCCSllve Y'*1 by Lcac,c, poy;.,, oootpcrualOly royall)' • lhc royalty ra1e provided I.a die IC&Je oldie marce1 value of~ from lhe well cauang lhe 
~ or wblcb u ClOdlplc:tod la die ume producina racrwlr md within one tbous.lDd (1 ,000) feel of the lcuod prcmiJa. The ClOdlpcrwlOly royall)' u IO be peld monthly IO the 
Commialoncr becl,anl.aa OD oc- before die last day oldie moo.lb followin& cbc mooch la wblcb cbe oil or ps u produced from cbc well cau.sina the drainqc or lhal u completed la !he umc 
procb:iq rocnoir IOd located within ooc lhousaad (1,000) (CCII ofcbc lca,cd pranisca; iflbc compcnsat«y royalty paid in any 12-mOD!b period u I.a an amount lea than !be 1n11ual abut-in 
oil or pa royalty, Lcuce mall s-Y m - equal 10 cbc dilf- within lhlrty (30) d.ys &om the md of lhc 12-mon.tb period. aod aone of tbac provuioas will rc.Ucvc Lcsscc of lhc 
obliption o( rcasooable devdopmcnt IIOr tbc oblip.tioo IO drill olfsct -na u provided ill N.R.C. Soc:doD Sl.OJ.4; bowevcf, It the dctaminatioo of the c.omatl,sloaa, md with the 
Commwiooct'• wriuaa llppl'CMi. the payment o< compcrwlOly royalties shall utisfy the obl1pt10D 10 drill olfsct wells Compcnsat(Xy royalty paymcnlJ "'11lcb 1rc DOt tlmdy paid will ICCnlC 

penal()' IOd inlcrcS( ID 9CCCX'Clallcc wilb Pwqn:pb 5 ol this lcuc. 

13. r.xn:NSl ONS; IC. • the c:xplntioa of the prurwy 1a111 or lllll lca,c, productiOD of Otl oc- ps b.as DOt boal obca,nc,d OD chc lcued prcmba but drilliq opcntloas are bans coodool.cd 
Iha-coo la aood Cailb IOd ill a aood IOd wortm...1ib mmncr, Lcuce may, OD oc- before !be cxpiraoOD of lhc primary ICl'm, file I.a lhc Oc:ocnl Land OII'w:c wnllcll applicmlOD 10 !be 
Comminloocr of die Gcocnl l.aod Office roe- a lhlrty (30) day a1cDsloo of lllll lcuc. .cxximpenied by payment of Three ThowaDd Dollars (SJ,000.00) tr lllll lcasc COYel'I we hundred roc-1y 
(640) acres or less and Six lbolualld Oolln (S6,000.00) if lllll lcasc oovm more than we hundred for()' (640) acres aod !be Commlssloaa shall. ill wrilina. CXlald lbb lease foe- a lhlrty (30) 
day period &om and a1\cr die apiratlOD of tbc pnml<)' term and IO loq lhcrullcr u oil or ps i1 produced ill paying quaotitica; provided fW'lhcr, !hat Lcsscc may, ao loo& u IUCb drilling 
opcndou are being coodllclcd make like applicaooa aod payment duriq any lhlrty (30) day cxtcndcd period foe- an additional cxtcnsiOD of thirty (30) d.ys and, ui- rccclpc or such 
~ aod payment, die Commlssioocr shall, ill writing. apin CXlald lbb lease 10 lhal Ame lhall remain ill force foe- IUCb lddidooaJ lhlrty (30) day period aod ao loo& thcrwlcr u oil or 
ps ls produocd in payina quandtica; provided, bowevcf, lhal lbb lcuc shall DOI be c:xtaldcd foe- more than a tocaJ of lhrcc hundred ninCily (390) daya from and after the cxpiratlon of the 
primary 1a111 unlcaa productioa I.a poyu,g quantities b.as boal obwncd. 

14. USE OP WATER; SURFACE: Lcuce lhall have lhc right 10 u.sc waler produced oo wd laod occasary roe- opcntlons hereunder and aoldy upoo the lcuod prcmllu; provided, 
liowcYcr, 1-lhall DOI u.sc poeable wucr or waler suitable foc- livatodt or lrripdoo purpokt foe- waler Oood opcntloas wilhout cbc prior writlal COOJCnl of Lessor. SubjCCII IO iu obllgalioo 
IO ~ arlaoc dlmaaa, Lcuce lhal1 have cbc richt 10 u.sc 10 much of cbc -<ace of die laod !hat may be rusonably DCC:CaMY foe- driJUq and opcntina wells aod lnlD.lpOrtlna aod awicctina 
die produaioo cbcrcfrom. suc:b u.sc IO be cooduclod under oondil.iODJ of least lrljury IO die llll'fecc of the land. Lcssc:c shall pay IWiacc damqca in an amount act by the Gcocnl Land Office 
Coo tchodule wblcb Is dfcc;tive OD the dal.e whea the ICtivil)' requiring the plY!lleDt of IUmlCC damages OCCIIUI. 

15. POLLlmON: 14 dc:Ydoplna lllll area, Lcascc shall u.sc tbc blgbcat dc:grce of care and all proper ufccuard,I IO prevent pollution. Wilhout limiting tbc foregoing. pollution of coutaJ 
wctlMlds, tWinl ~ river1 &lid impounded wucr lhall be prcw:necd by tbc u.sc of coatalllmcnt fec:ilitic, lllffidcnt IO prevail spillage, ,cepagc oc- ground waler conwnlnal.ioo. lo the 
cYCGI o( pollutioo. Lcuce lhalJ u.sc all mean,• 111 ~ IO roc:aptw'C all~ bydiocarbocu ex-other poll11tao1 aod aba1J be rupoosiblc roe- all dama&c 10 Jl'lbllc and priva1e properties. 

(A) UPLAND : Lcascc lhal1 build llld malntal.a fcocca wound Ill alUlh, IWllp, md dB!naae pllJ and tank b1ucrica ao u to proc.cc:t li\Utodt apinsl lou, damage oc- lltjury; and upon 
complcdoo or abmdoamc:at ol cy wdJ or wdh, 1-lhall fill aod lewl all alusb pill IDd cellars and complClldy dcao 11p the driJUn& alte of all rubbub lhcrcoo. 

(B) SUBMERGED LANDS: Ho~ of solid WUlc or p,1>lp lhall be~ illto Swc wmcn from any drilhna oc- support vcuels, productioo platform. crew oc- lUJ)ply boa1, 
_., Jd:-111> ri& or OCbcr ~ loailod oo tbo lcaaod area. Solid - ahall illdudc but mall IIOI be llmlecd to ooowncn, cquipmem, rubbuh, plastic, glua, and any other 1DC1-GIJldc 
~ kam. A sip mUJl be~ la • hip traffic on:a oo all -11 and man.ocd plat{ornu -.Laa. "oi.cbargc of cy solid wutc oc- prbaac illlO Stile Wllcrl from YCSSC1s 
or pbl!onu u llricitly problbi.cccl IOd mq IUbjcc:t a &Ille o( T cxu lcatc 10 forfcicure. • Sud! IWallcal lhaJJ be In leuaiD& of• leut 1 • ill sh.c. 

(q RIVERS: To tho cx1ml IICCCSII<)' ID pr"CYClll pollution, lbc prowiom Couod ill subtec:tioas (a) IOd (b) of this pm'llp"lpb lhalJ also apply lo riven and rlvubcds. 

(D) Pf.NALTY: Failure IO comply with die roquircmCDtJ oflhl, proYisioa mq rcaalt in lbc maximum penal()' allowc,d by law lncludin, forfeiture o(lhc lease. Lcascc lhal1 be liable foc­
-.C ....... QU,cd by IUl:h failure and 111Y cmlS ad cxpcma mQlrT'Od in dCIIWI& _.. a1udcd by the cflsdw&cd wute.. 

1'- IDfNJlFlCA TION MAR.ICE.RS; Lcucc lhalJ G"eCII. • a d1stmoc aot lO cx.occd twm()'..five (2S) feet from each wdJ OD lbc prcmI,a COYa'cd by lbb lclsc, a lq,'ble rip oo which 
.... be ltlllCd tbe - « the opcnlar, tbe lc8iC dcaa,uiloo and dio wdJ amibcr. Wbcrc two or lllOl'C wdlJ oo the AmC lcaJc or wtaa-c wdlJ oo two oc- more lcasa 1R OOIIOCCICd to ihc umc 
i..lc i.aery, wbcdicr by lndMdml ftaw line OOQDOC.dODJ diroc:.t IO tbo tam: ex- taala or by - ol a multiple bc:adcr C)'llall. cach line bCllwcal cad, wdJ llld -" &mlc ex- bc:adcr lhalJ be lca>-"b(y 
ldcmUicd It all tlmca, cilbcr by a finnly 8ttllcbcd taa or plate or .a ldcuti!kltloo pn,pcriy pmecd oo IUc:b Uac • a dlstlOcc DOI 10 cx.occd throe (3) feet from IUc:b llllllc or bcadcr CODDCCtioo. 
Seid lips, tap, plal.el or other klcntificedoa man.en lhall be maintained In a lcl)'ble oonditioa lbrougbout lhc la'1II of lllll leuc. 

17. ASSIGNMENTS: Tbc lcaJc mq be nnsfcrrcd It my time. All lnlllfcn must rcfCRDOC the lca,c by the file numb« and must be rccordcd ill cbe coun()' wbcrc the area ls locll.cd, IOd 
~ rcoordcd lnllsfcr or • oopy catificd IO by the CAlunl)' Oat ol cbc oounty wbcrc die tnmfcr ls rcoordcd mUJl be filed ill lbc Gcacnl Laod Office withl.a nin~ (90) d.ys of the c:xocutioo 
ci.. • pnMdcd by N..R.C. Soaioa Sl.026, llCOOmpmlod by !be filill& foe prm,'bcd by ihc Gcacnl Lwl Offioc rules in dTCC( oo cbc date of rccdpc by !be Gcacnl Laod Offi.cc ol 1UCb 
tnmf« or ocrtified oopy thcroo{, E\UY IIWllfcrcc lhalJ IUCOood 10 all righlJ tad be subject IO all oblipdODJ, liabilities, md penalties owc,d 10 cbc &we by the origi.n.o.l lcsscc or my prioc­
...Ccreo o( Ibo 1cuo, locludiaa my llabilitlca IO !be IOlc foe- unp&id royalllca. 

I I. ll.L.t.AS!S: 1-..,- rdcue tbo ripes pmtcd b,c,rc,;mdc:r IO die ~ It my time by ~ die release la cbc COQII()' wbcrc lh.ls area ls citualOd and fill4& !he rcoordcd release or 
c.tl.fiod oopy ol - In tho Gcacnl Lwl Offioc wilhla alDCty (90) d.ys all.er IIJ cxecutloe IJCOOmpwcd by Ibo filiq Coe prm,'bcd by the Gcocnl Lm,,d Office rules la dToct OD lhc dale of 
,eoelpt by tbe Ocnenl Land Office o( IUl:h relalc or catificd oopy CbcreoC. Such rdc:uo .;JI aot uw tbe dTcct o( rdcuin& Leaoo &om IIIY llabili()' tbcmofore 9CClllCd ill w.u o( ihc Sulc. 

IJ. UEN: la~ with N.JLC. Socdoa Sl.136, lhc StJIIC shall uw a lint liai ai- all oil md ps produced &om die on:a COYa'cd by th!, lca,c 10 eccurc ~cal ol all unp&id 
'IO'fwlt:t md oCber' ma olmoocy tbat ..,- booomc due wicr th!, lcac.. By eocq,t•IOC o(fhis lcuo, Leaoo pwllJ the Stllle, In .dditioa 10 Cho liai provided by N.R..C.. Soctioo Sl.136 IDd my 
o6i« ~ 1t1m1iOrJ liai, • aprca amlr'ICCll.ll liai oe and ~ mla'Cll ia all lcucd mJaa.i. In IOd c:xtncc.cd &om die lcucd pr=.1ICI, all procccda w1l1cb may IICalaC IO 1-
.._ ~ Die o( .clb lcuod .i--..1a, ftOCbcr lladi prooc,ods 1R bdd by 1-or by a third I*()', and all finurc:, 00 and improycmcnlJ IO die lcucd prcmI,ca ucd in OOOIIOCdon wilb die 
prodlcdoa or procc,IIUI& c,( IUl:h lcuod mlDcnb ID order IO ICCUrC cbc ~ « all royaltica or OCbcr -.alJ duc or IO become due IIDdcr th!, lcaJc IDd IO ICCUrC ~cal o( IIIY clmiaaes or 
'- ... 1-..,- ..t!cr by rca,oa o( Lcuod, br-=h o( ray - or -.didoo o( tbl.s lease. wbCll.bc:r cq,rcu oc- lmpUcd. Tb1s Ilea md accuri()' "'-~ be (orcclo.cd wllh oc­
~ --1 proooodiap In cbc-.-pn,Yldcd la cbc litlo I, Ou,pccr 9 o(the Te:us Bu.inca md ~ Code. Leucc IO'CCI th.t ihc Commbsloncr may rc,quirc Lcuce 10 cx:cc.utc 
and ..-d IUl:h lmCnaeab 11 ..,- be ~ y -,. 10 liCknowlcd&o. imcla or pcr{oct th!, tlal.. Lcascc bcrcby rqJl'C8CIIU that lbcrc IR no prior or IUpCrior lia1.1 .tsiq &om IOd 
rdlllia& IO Laaoc'1 .:dvitia ai- die ~'bed pn,pa1y oc- ma Lcuoc'1 aoquilitioa ol lh.ls lcuc. Sbould cbc Commf11looc:r II an.y time dclcrml.nc ch.Ill ebb rcpmaiwiOD ls not tn,c, 
tbca Ibo Commf1slorw mq ~ th!, lcuc Corfciecd u proYidcd bcrcia.. 

,._ POR.Ft:rruR.E: IC Leucc lhall Call or rdiuc IO aub die~ o( 111Y 111111 within lhlr()' (30) days a1\cr h becomes due, or If Lcascc or m alllborlzcd l&aJl lhould laiowin&IY make 
-, &lie .-:a or Cal.lO rqlOl'I OODCCll'UI& producdoo or ~ or If Leucc lhall Call oc- rdiuc IO drill IIIY otr.ct wdl or wd1a la aood faldi u roqulrcd by law IOd die rules and rc.,.i.tloas 
adoptod by tho C'-Oromiaioncr ol the Oc:ocnl lADd Offioe, or if Lcuoo mould Call 10 file tq>Cftl In tho mmncr roqulrcd by law oc- Call 10 comply wlfh rulca IOd rcrwatloas proan1lplcd by the 
Ocnenl I.And Office, tbe Sc:bool Land 8-d, or lhc l.allroed Comm1uloo. or rduac lhc proper aulhori()' -. 10 die RCOrda pcrt.alnlni IO opcndoas, oc- if Leucc oc- m IUlhori.md agCl1l 
*""cl lmowia&fy Call or rdiuc IO ciw oorroc:t ln!orm.ioa IO the proper audioril)', or lr:Dowi.nalY Cail or rcfUJC 10 fum.lsh die Gcacnl Laod Offioc a oorroc:t lot ol my wdl. or If Lcucc lhall 
~ viot.. aay ollbe aulc:rial prvYi.liou ollh.ls lcuc. or iflh.ls lcuo u auigocd and lhc auianmcal u not filed la lhc Gcacnl Land Office u roqulrcd by law, die ri&hll acqultcd Ullder 
6u ~ lhall be ..t,joct IO fondan by cbc Comm.lsslcxicr, IDd ~ s6alJ forfeit 11111.e wbal Mfidcntly lnfonned o( cbc facu which IUlhorirc I forfeiture, IOd wbal forfclecd die IIU lhalJ 
apa be lllbjoc:t to lcuc to the lalchat bidder, mdcr tho aamc rcgulatiODJ oool10llina the oripnat ulc ol leuca. I~, nodung borCUI alwJ be oooswcd u walvln& die eucomatie 
lelwaludoo ol th!, lc:ue by opc:ralioa o( law or by rtalOll o( my spcdal llmltltioo lrlslAa bcmmdcr. Forf dllUU may be ad ulde and this kue IOd all rigblJ thcmmder rdnsulcd bcf ore the 
ri,tia ol IIIOCbor latcnaic ""°° ~ cvldcncc to die Commw:iooa' of the Gcnc:n1 Land Office of flltllre cocnpllance wilb the proviJIODJ of cbc law and of lh.ls lcuc and lhc rulca and 
repl.dou ch.Ill~ bo edoplcd rcuuvc berdo. 
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11, IUVERB£0 TRACTS: la dio CYCQ( lhu lcaso coYUs a ri-1,od, Laaoe la llcrcby ~y l)"IGled cbe np1 ol cat1- clomaia and condonnlCIOII u provided (or In NJLC 
Sc,cdou '1,09'2-Sl.09), u a pet\ ol Ibo c:onsidcndon movia& to Lcs,or foe Ibo CCMDDU bcrci.8 made by Lcaoc . 

11. APPLI BLE LA ws AND ORJ LUNC R£STRJCTIO : nus lcaso shall be IUbJoc:t IO all NICI aod rcgu.lllJOIIS, IIDd emcodmCIUJ dicrcco, proanalptcd by Ibo Comeluiaocr a( 

lie Ocncnl 1..-1 Office aovaiun1 dnlh111 ond praducinc CJl)CRlJOOJ on Pcmunait Free SdlCICll l.and spcc:afleally illch1diq any nalct pramulptcd lhll rclalc to plans aC apcntiOOJ, fllY!Dc:nt of 
~ Mid IUdatiq prCl(lCldura. Md lhall be subjoc:t IO all ocbcr valid~ Nies, rcgu.latioa.s, ordcn IOd ordinanca Iha( may affoc:t apc:nliooa under lbc prcMaons arlb.la lcuc Widioui 
lialdq Ibo cc,nc:nlil}' o{ Ibo forqobit,. l..c:acc hereby agrcca, by Ibo aa:q,<anoc ol lb.la lcuc, IO be balmd by IIDd subjoc:t IO all lbll\llOfy IOd rcplarory fll'O\'Ulaa, rclmq 10 lbc CJcocnl Land 
Off'KJC'1 eudi1 blllln1 notice Mid audit hcannp praccdures. Said provislonJ ll'C currc:ntly round 11 31 Texas Administrative Coclc, Oiap(cr 4, md Texas Nlllnl Resautccs Code Soc:tlons '1.135 
md Sl.137 lbroup Sl.140. 14 dic c:wol lb.la lcuc oovcn land fnochbcd or leucd or odlawue UJCd by a navlpllon dlwlct or by lhc Un.II«! s- for lhc purpose or navipllon or ocher 
pwpoec locldc:at IO 11,c opcntiao ol • port, Iha, 1..c:acc shall DOC be cn11tlcd ID enter or pouca, IUda land without prior approval u pnMdcd under Soc:tloa 61 117 of lhe Texas WtJ.cr Cade., but 
1.-shall be e11titlcd to ckwlop tuds land for 001 aod ps by dJ,-,ioaaJ ..Ulq, providod. 11,owcwr, lhal '"° ....,._ dnTuna loadon may be _.... c1w, 660 fOd and spccaa1 pcrmi.ulon Crom 
lie Commbsloocr of lhc OcncnJ Lmd Office la occaary to mate any sunacc location - dwl 2,160 foc:t mcuurcd • ripl angle, from lhe ~ bwlhcad line or from Ibo ncarea 
~ eel bouom cd&c ol any dimnd, slip, or cunun, basin wblda llu beca IUlhanz.cd by Ibo Uiul«I SltJ.cs u a fodcnl fll'OJCICI for future OCIOllnlCd4a, wtuc1aewr la-· 

JJ. REMOVAL OF £QUIP f£NT: Upon lhe lffllllnadon oltlll1 luse for any cauc, 1.- shall not, Iii any c:wo1, be pcrmiucd to remove lhc casiq or any pen ollhc cqwpmcm from 
-, produdat,. *J', or abwicGcd well or wdls wilhoul Ibo wnu.ca -- ol die Comelaiaocr ol lhe Omcnl Land Office or Ills llllbarir.od rcprc:ICIU*J\'C, 11or alwl 1..-, Without die 
1ITiuca COlUalt aC Aid Camml.sslaocr or blJ Mllharir.od rqxucntalivc ranow from die leucd prcama tile casanc or any ache, cqulpmm1, m.icria1, maclwiay, ~ or prapcny ow-i 
..,. l..c:acc and v.scd by 1.-ill cbe dewlopnent and produc:tloa aC an or ps lhcmrom 1111111 all dry or ablNloncd v.dls have bcaa plup and uoul all slusb or rd\1JC fll!JI have bcaa properly 
6llod Md all braml or dttcardcd l'llmbcr, mldunay, or dcbn1 shall have be.a rcmovod from cbc prem.i,a 10 die 111.Jf!act>on oflhe aid Qlmmluiancr or blJ aud:ioriz.cd rcprcaa1labvc 

U. FORCE MA.JEUllf!: Should Lasee be JQYCOtccl from complyi.n1 wilh any c:lQ)feu or lmpliod CIIYCIWlt of lhi• lcuo. from ooaductuia drill1J11 opcnUCICIJ thc:rooa, or from producina 
.a ,.,,J/or p1 lbcrc6-oai. at\cr dfort made la ,ood Calth, by rc.uoa ol w.-, rcbcllloo, riots. llrilca, fitcs, acu ol God or my order, Nie or rcgu.ltJ.Joa aC eova,imcntal authancy, tbai while so 
~ 1-'1 obllptioa IO comply widi such ooYCMllt shall be IWpClldcd upoa proper aod Atif!ac:cory proof prclCO.lcd IO tile Cammlalooa- a( lbc Oc:ncnl Lmd Office la support o( 

.._,, ooatmtlaa aod 1.- shall DOC be liable for dama,e1 for faflure to comply tbcrcwilh (cxc:cp( la Ibo c:wot or lcuo opcnllons su,pcndod u provided la Ibo nala and rcgu.lationJ "' 

.toplcd by lbc Sdloal Lmd Bawd); ond dw luse shall be cxlcndcd while and ao Iona u 1- la sn-itcd. by aay IUda UUJC, &om dri11ln&. rewor1daa opcnllons or procludq oil ID/Jlor t 
ps &om lbc k:ucd pranbcs; providod. bowcva', 111111 OOlh.ina bcrcin"thall be CCIIISlnlCd IO su,pcad die pll)'IIIGlt of l'CIIU1J duriq die prtm.y or cxtc:ndcd lam.,_. IO abridp Lc:acc'1 riFt IO I r: 
-.-sJon under ,ay appllcablo lllMC of lb.la State. 

U. l..t.ASE 5«vRin': 1.- shall IJb die blpat de~ o{ care aod all propcr alqw,rdl IO prolod Aid prmmc:s and IO prcYCDI did\ ol oil, pa, aod odla' ~ pcodilcad 
"- aid lcuc. Tlw locll>dca, but Is DOC limil«I to. lhc lutalllll.ioa ol all -,. oqulpmcnt, acalJ, locb, or Olbcr appropnalC pro(oetlve clCYlcct oo or • all - points III lho fe..o', 
prodllc:don. plbcri,la aod IIOl-.,e l)'II.CIU wbcrc did\ al lsydioearbaa.s cm occm. 1.- shall be liable for tile laa o( any llydroclrboas rcsullln& from tbd'I and sba1I piy tile Stale o Tcxu 
,vy.lties ~ u provided bcrdn oo all oil, ps or Olbcr llydiOC81'boaJ ICllt by,- ol Cbdl 

2'. R.EDlJCnON OF PA YM.ENTS: If, dwina die prima,y lcnn, a portion o( lbc laod ~ by tJllJ lcuc Is lodudod ...,dw, die boundarica ol a pooled unit 111111 has be.a approved by 
.. ldiool Lmd &.d In _,.,s.cc, widi Natunl Raourcca Code Scc:dau Sl.1.SI-Sl.lS.l, or if. tJ. ,my lime aftcrcbc aplndaa o/lbc primary lam or die CXl.-lcd term, lb.la 1cuc OCMn a 
....- - bcr ol ICl'CI Cha Ibo IOCal amount dc:lcn1>cd bcrcln, fllYIIIC:OIJ dUlc m"C mAdo on a per acn basiJ bcnwldcr lhalJ be n:duccd IIOOClldlnc ICI die D.umbcr o( acrc:s pooled, rdcucd, 
w,wducd, or odM,rwl,e -,,cl, ao lb.IC paymcntJ clcccrmlacd on a per acre basiJ unda- lhc IA:mU ot tJlls luse dwin& die primary t.crm sba1l be calcu1atod buod upon tllo number aC ICl'CI 

...WO Ibo bouod8rica ol a poalod umlt, or, If allo- the cxpirlCloo of Ibo primary ICrlll, lho -bcr ol lCl'CI acua.lly rcalncd and ~ by tbu lcuo. 

n . SUCCESSORS AND ASSIC : Tbc coYCUDta, ccoditionJ aod aarc,c:mcnu oootaiAcd bcrdn lhalJ extend to and be biodioJ upon lho bc:ln, cxccwon. admlnbtraton, 1110CCUC1r1 or 
Mllps o{ Laaoe bcraA. 

U. ANTIQUnU.s COOt.: Ill lbc CYCIII Ihm ,ay rc--c ol an:hcoloslcal or lwloric:al ID.lcrul b CDCCMI.ICl'Od clwiA& die 9QCM.tica aulbor'lad by dib lcuo. Lcuoo wW lmll'cdillcty ccuo 
....W. md wW .. ,~ 80Cify !be Oc:ncnl l..Mld Offloo aod Ibo Texas rllJlorbl C-elufoo ao Iba odoqa;ale __... -, be ~ IO prolod or,_. IUda &.coveriea or 
....,._ • ~ 1- i. apratly placc,d on siodce ol 1bc Naticu lli*>rbl l'rc:lcrvltion Aa ol 1966 {PB-IU6, IO SUwlc 91.S; 16 U.s.c.A. 470). 1- lhall aompty wilh Che 
~ Code o/T-, a..pc« 19 1, NtJ.unl ~ Coclc, u amCDdod. 

1'. vr.NUt:: 1-.ilea-., lnch1dlng lcucc'1 .acccaor, end uslcns, llcn:by lp'CC lhll wn11e for ,ay dispu1C ananc oue or a provi.,ioa al lb.la lcuo. ,i,11dbcr Clqlf'CD or lalpl1od, 
,eprdiq ~ o/lhi.s leuc, or rclatln1 I.a any way to lhlJ lcaJo or to appllcablo - law, atatutca, or admlnlsntive nalca, shall be I.a a «-rt o(oompdaltjurildicdan loc:lllod In Travb 
Couacy • S4alc ol T CltU.. 

lO.. LF.ASt: PTUNC1 l'lnuaot 10 Cluipccr 9 of die Tex. Dua. .t: Cam. Coclc, dilJ leue mwt be riled o(reoord In die office oldie County Oen: la 111y county In wblcb all or ray 1*t oldie 
lcuod prmmc:s la locmlod, aod ccrtificd ooplc, lhc:rco( mwt be 6Jcd la die Ocncnl Land Office. The prac:ribod filinc fee shall aoconipmy tile oc:rti.fic:d copies la1I IO lbe Ocncnl I.Mid Office. 
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• £X£CUTION: Tbls oil and ps 1cuc mu.st be 11gncd and odcnowlqcd by the Lcacc bcfOl'C 11 ls filed of record m the -.nty rc,cords and bl the Gcncnl Land Office of Ibo State of 
Tcus 

STATE OP _________ ~ 

COUl'rrVOP _________ ~ 

L £ 

OV: _____________ _ 

TITLE: ____________ _ 

DATE: _____________ _ 

Land Office of the Sl&lc ofTcxu under lhc JCal of die Gcncnl Land Office. 

PROVED 

Cen1t111s~ Lqa.l 
DC 
so 
Euc __ 

(CORPORATION ACKNOWL£0GM£11nl 

DEFORE MB, lhe-S..p,od a,lhoril)', oo lhh day ~y oppclll'Od·--------------------
DOW9 IO ao lO be Cbe pa.- wbotc-11 Mllenocd IO Ibo forqoaia Ulllnlmall., •·----------------°' 
_____________________________ .lad ICbowlcdpl IO me duit llocxceulcd Ille IIIIIIIC 

OiY'CII under my hand lad JCal of office du.a tbo ______ day or ____________ __, 19 ___ _ 

NOllr)' Public In and for ___________ _ 

STATE OF __________ _ {lNDIVCDUAL ACKNOWL£DCl\1EN1) 

COUNTY OF __________ _ 

BcCorc me, Ibo lllldcnlpod a.utboril)', oath!, lky ~Y ~ ·-------- ------------

kDowa to me IO be tbc per-, wboee o.mnca ore IUOICl'ibod IO die forcaolnl iuuumeol, and .cknowlcdaod IO mo lllll lbcy c:xccwd lhe 

- " (be, purpo,a and coruldcndoo Iba-do expressed 

OiYU1 uodcr my hand and IICal otomce dua lbc ______ day or ____________ __, 19 ____ . 

Nocary Publlc bl and for ___________ _ 
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September 17, 1998 

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

Dear Mr. Lodge: 

' ,· 

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

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

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

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

Sincerely, 

Robert B. Hatter, Director 



',_ qq 6cJ9 G) 
---------------

rRANSMITIAL lETIER 

File Dated '· -------- - - - - ---- - - -™" 
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OIL ANO CAS Ll.AS£ 
NO. "'1·99609 

5 1)02 

WHEREAS, punuanl to~ Texas NllW'III R.r3outca Code Qaplcn 32, 33, SI , md Cllapter 52, Subch&pct:n A-0 8Dd H, (Aid Code bema hcn:tna!\cr referred IO u N..R.C.). md 111bjoct 10 all 
Nlea and rcplllioos promulpted by lho Commlsdoocr of lhe Geocral Land Office riod/or tho Sdiool Land eo.td punu.ml lhcrc10, aod all ocher 1ppUcablo mw~ and mncodmcnts to aid 
N .R.C.. the followina 11u, 10-wit 

SECTION 40, OLOCK SJ, PUDLIC SCHOOL LAND SURVEY, CULBERSON ANO REEVES COUNTTES, TEXAS, CONTAINING APPROXJMATELY 640 ACRES AS SHOWN 
ON Tl CE OFFIClA L MAPS OF CUl..DERSON AND REEVES COUNTIES ON FJU: IN Tl CE TEXAS CENl'.R>.1. LAND orno:, AUSTIN, TEXAS, 

was, after belna duly adva-tucd, o!Tc:rcd for lcasc ao the 4th day of Aucwt, 1998, II 10:00 o'clock a.m., by the Commiuiooer of lho General Lllod Office of lho Swo of Texu 1nd the School 
uod Doud of die Swo ofTcxas, for lhc 10lo 1nd ooly purpose of procpcc:tlng lDd drillinJ for, and produclna oil IDdlor ps dlll may be found 1nd produced from the abow de:,cnl>cd ll'C&, ond 

Wl !ERE.AS, al\cr all bic!J and rc:mittaoccs wblcb were rccciwd up to sald time haw been duly cooudcn,d by tho Commissioner of the General La.od Office IDd lhe School Land eo.td II a rqulw 
mc:cting lhctoofill lho General umd Office, OD lho 41h day of Aurwt, 1998, hcn:ina.t\cr lho 0 cff0Cbve dale' and ii wu found and dctcnnincd thll TITAN RESOURCES, LP. whose addrea Is 
SOO W. TEXAS, SUITE 500, t,UDI..AND, TX 79701 bad offc:rcd lho hisbcst lDd bell bed for a leue oflhe area above dacnl>cd and is, tbcttfore, entitled to rcccivc 11 lease th...-: 

NOW, TIIEJlEFOR.E, I, Garry Mauro, Comnuuioncr oflhe ~ und Office oflhe SW& ofTc:us, bcrcmaJlcr IOIIICWDea referred 10 as "Lc:Slor," wbole addreu II Ausun, Tcxu, by \IUt\lC of 
tho an.bori.ty YCSted ill mo md ill considcnuOD of the peymcnt by the bc:mnall.cr dcsipaled Lcacc. the sum of Sh:tecn Thomand o: llundn:d 1'wn1ty Snm and 10/100 Doll.rs (Sl 6,611.10). 
rccdpc of 1>1ilcb Is bcrdJy aclalowlodpd llld of the royaluc:s, ooYCDmts, 111pu.laboa, and cood,tlODJ c,oatainod and ba-cby •v-1 to be paid, omcrvcd IDd pcrfonnod by Lascc, do benby clcmac, 
srmt, loase and let WIIO tho above meollODod biddcr the exclusive riabt to pro.pc,c:t (or, produce and !ale oil 111d/or ps &om the aforesaid wea upOD tho follOWlDI 1a1ru and coadabODI. to-wit 

I. RESERVATION: There Is bcrdJy cxccpcod and rosawd to l.caor che fWJ UJC of lho propcny COYCRJd hereby 111d all rip,1:1 wilh rcspca to the swfaco llld 111t.wfacc lbcroo( (or 111y and 
all JIW1IO'°S cxccpc tboee p,111tod and to tho cxtc:nt bcreio sraoted to ~ together with the riabta of illpus and cpus and use of uid lands by Lcaor IOd 11:1 mlocnl I~ (or pwpc»C1 or 
cxplorin1 for and pfOducina tho miDenlJ ,-bic;b arc DOt ocn,c:rcd, or wblcb may DOt be cow:rcd ID tho f\llllrc, uodcr tbc 1a1ru of tbu lcuc, but whlcb may be located wilhm the aurfacc boundaries of 
tho lc:asod IRL All of tha rishts ill and to tho leased premises retained by Lcuor 1nd al.I of tho nsbt1 111 and to the leased pranua annttd to Lessee hcreu1 shall be cxercuod in aich 11 maMCr tbal 
aotbc:r lhall unduly lntcnCll'e w,th tho opcrauon, o( the other. 

1. TERM: Subjccl IO the Olher provisioos bcrco(, this lc:ose lhall be for a term of lhe (5) ycan from tho cfTCICtivc dale hcn,of (bcmn called 'primary term°) and u laoa thereafter u oil or ps 
U ~cod ID payinl quanlltics from uld area. 

3. DELAY RENTALS: If oo well be commenced on lho land hereby lcuod OD or before the aonlvcnary dato of this lease, tbu lease shall tenniollle u to boch panje1 ualca tho t...c:ss« oo or 
Wore said date shall pay« tender to lho Commissiaoer o( the Geocnl Land Office of lho Swo of Texas 111 AUSWI, Tex.as, tho sum of One Dollar (SI.DO), pu •ere. wluch ab&II opcnte u rental 
lll'ld cover the privilcac of dcfcmna the commmccmelll of a wdl for twelve (ll) maolhs &om wd cble. In like manner and upao like P9)'1JIODII or t<:ndcn lhe commcoccmcnt of 11 wcU may be 
Cunha clefc:rrod for I o paioc!J or the 1111110 number of moo du succasivdy clurlna tho pnmlll)' tam bcroof 

4 .PRQOUCTIO, ROY AL TIES: Subjoct to the provwoos for royalty rcducllons ICl OI& 14 ..i,p.,,,anpb (E) of tbu pat'lll"&pb 4, upoa produc:tiao of oil imd/or ps. tho~ 1p-oe1 to pay 
or~ lie paid to the Commlssl er of tho General uod Office ill AustlA, Tcus, for tho UJC ond beodit of tbc SW& o(Tcxu, durina the term haoof. 

• • r~ • QI L: Al I royalty Oii oil, 1>bJch Is dcfiaod U Ulcludin& all hydrocarbons produced ID I bqwd (onn II the mouth o( tho wdJ and WO all caodensa1e, dunllau, and other liquid 
b rccovcnd from oil or ps run throupi a ICl*'MOf or ocha cqulpmc:at, u bcran&l\a provldecl, 1/5 psi or the p-cm produc:tiOD or the matta value tbawt: • tho opllOD of the lcslor, 
suc:b .o IO be dctamuicd by I) tbc lugbcst posted pncc, plus premium, u any, offend or paid for oil, coodcnsate, distillate, or olha liquid hydrocarbaos, rapocllvdy, o( 11 like type and p-avity 
In ch~ llQ wbc,rc, proclucc,d and 1>-bcn nm. or 2) the luplOII man.cl price chcreo( offered or paid in lhc amenl aroo wbcrc proclucc,d and ......... run, or 3) tho pou procoods of Ibo aaJe 
~ ,.. cbcvc:r Is lhe puler. Lessee aarocs tbai Wore any Pl prowcod &om the land bcrcby lcucd ii ao.lcl, used or proccucd In a plant, it will be run frtc o( C09I to Lcaor throusb an 
"""'! oil and Pl ICplfalOr o( coavcodaoal type or other oqwpmc:ot at loall u dJlcimt to tho cod that all liquid hyclrocarbom rccownble &om lhe p.s by iuch mCCI wiU be recovc:rod. Upao 
WS'l • • I of Lcaor, the rc,qwmneol tlw such Pl be I\ID tbrousb sud, a lq)lnlor or other oquipmelll may be wai"od upao sud, tams and conditiaos u pracnbod by Lcuor . • 
___ 1 (01 NON· PROCESSE.D CAS: Al a royalty on any Pl ('Ulclud.ana llarcd ps), w"bJcJ, ls ckfinod u all b)'drocatbocu and pscous subslaoccs DOt defined u oO ill subparqrapb (A) above, 
prooucc,a &om any well ao uld land (cxcqx as provided benill with rc:spea to pa procaaod in a plant for the CX11'8CUOD of p.sohne, liquid hydrocart>ona or other pnxhic:u) 1151*1 of the .,._ 
~(I) or the awtcct value dicreoC, 11 the opciOD of lhc Lessor, such value to be bucd OD tbc blahcst marlct pnce paid or offered for pa of comp11M>le quality ID the ac:ocnJ area wticre 
~ and wbai run. or tho grDA price paid or olTacd to the producer, wblcbcwr ii putcr provided th.Ill tho maximum prc:uurc bese in mc:uwu,1 lhe pa under this lc:ue caolnlCI shall oot II 
any llmcpcc,od 14.65 pounds per aquan, Inch ablohac, and lhe standard base lmlpcnllll'C aball be II.XI)' (60) clepecs Fahrmhdt, comctiao to be made for prcs.surc accordula to Doyle'• Low and 
'If llttil c pvity accordlna 10 tat mode by the Balance Method or by the most approved method of 1cstin1 bcuig used by lho lodu.suy II the !llDe of t.cstiag. ' 



(C) PROCESSED CAS: lu a royalty on any JU proccuod In a psohne plant or other plant for the rccovay of psohne or other hquld hydrocarbons, l/S pan of the residue gas and 
!be liquid bydrocatbons ex,ncted or the maritcl value thereof, a1 the opooo of the Lessor. All royalties due hcrcill shall be based on one hundred pc:rccot (100°,e) of the tol&I plant production or 
residue g:u anributablc 10 g:u prodUCCld Oom thu lease, and on fiJ\y pcn:cnl (SO--') or thal pc:rccol accnung 10 Lessee, whichever u the grca1er, of the local plant production or liquid 
bydtocatbons. anributablc 10 the pa producod Crom this lease, provuled thal if liquid hydtocarboos arc recovered from p.s proccuod in a plant In v.iuch Lcuec (or 11.S parent, subsidiary or 
a.ffitwe) owns an lnlCRSt, thCll the pcrccuisge applicable 10 liquid bydroc;arbcxu ahall be filly pcrccut (S~~) or the bigbes1 percent accruina 10 a thud paey proc:cuina ,u tbrou&h such plant 
WICI« 1 proc:cuina a,rccmco1 nc&O(i.ated al amu' lcnau, (or If there is no such thud paey, the bipicst pcrccol then bcln1 apc,clfied In proccuina a,rccmcnis or cootncts ID the industry), 
wbicbcYu is the IJU!cr. The rapcc:uve royalties on residue ps and oo liqwd by~ &hall be ddamlned by I) the highest man.cl price paid or offered for any g:u (or liquid 
bydrocalboos) of compuM>lc qualuy in the 1eocral area or l) the pws price paid or offered for such residue ps (or the wdsb1ed avcrqe aross teillDI price for the n::spcaive p-adcs of liquid 
bydroeatt>ons). v.blchevcr is the paler In no cve:nt, however. shalJ the royalties payable under this paragraph be less than the royalucs which would have b«o due lad the JU not been 

p-occuod. 

(D) OTil£R PROD CTS: lu a royalty on c.a,boa black, sulphur or any otbc:r prodUCII produced or manufactured Crom ps (cxccpciDa hqwd bydroc:atbooJ) wbctbcr wd gu be 
•c:asiA&bcad, • ·c1ry· or any other ps, by Cncuooanna. burnin1 or any other proc:essuig. 1/S pan of aross production of 111ch products, or the man.cl value thcrcof, 11 the option or Lessor, such 
marl.a value ID be dclcrmincd u follows, 

(I) Ou the bui.l of the blahcst marl.ct pnc:c of aclJ product, durul& the ume month ID v.iuch such product is produc:cd, or 
(2) On the bu!, of the avcnae poss Ale price or c:adi product for the ume month ID v.iuch such products arc produced. whichcva- is the puicr. 

(E} v ARJABLE ROY AL TY: (i) SubJcct ID the other pro,,is,oos of thu lease, it iJ hereby provided thal in the cve:n1 production In payio1 quanuucs u cstabhlhcd pursuant IO the tcmu 
o( tbis lease and ,udt produc:tioo u bn,ugbt on lane and Ales thCTCOf 1n commenced witbla twcnty·four (24) mooths of the effective date bcroof, the royalty rate prcMded bctclD aball be 
reduced IO tl.7S"/. , and Jhall apply IO each subsoquatt wdl drilled and produced on the land covaed by tbis lease Provided that, if durtng such tweoty·four (24) month tcnn dunn1 which 
Lcuce may cam a roduocd royalty rate of IL 7S"/. as b= proviclcd, Lcuce a.bould drill ID 1ood faith and complete the fint wdJ u a dry hole on the land covered by this lease, Lcuce may 
receive I tbn,c (3) mODth cxtcnJlOD of the term m which to cam a reduced royalty l'llc by 11vin1 oooce IO lhc Commissioner of the Gcoc:ral Land Office, commeocln& dnlhn& opcntioos on an 
.ddltional wdl prior IO !be cxpntJOO of such tbrcc (3) month pcnod and prosecuting dihgcotly and ui good (a,lh the dnllin1 of IUcb liddtclonal v,cU and complttllll ume .., thal productioo In 
psyios quanutica is c:subluhcd and JO thal such producooo is bniuaht on lane and Ales thereof arc commeoced prior IO the c,q,tBlioo of such tbrcc (3) month cxtcnJioo pcnod. 

(u) In the C\l'CDt ptOCluc:boo ID payina quanudes u cstablilbcd punuant ID the tamJ of tb.u lease and JUcb producooo is bniugbt on line and &ales thereof arc commcoccd al\cr the 
apiruioo of 1we11ty·four (24) months Crom the cffoc:t.Jve date baoof but prior IO the cxpil'll,oo of fony-daht ( 0) mooths from the effective datc bcnof, the royalty rate provided bctcin Jha11 be 
reduced'° 1,.375% and ahall apply IO each 111brequeot wdl dnlled and produced on the llnd covcn:d by thi, lcuc Provided that, [{ durm1 such IWCllty·four (24) mODth term dunna ~tich 
Lessee may caru a roduocd royalty rate of 1,.J7j% as bcrclll pn,vidcd. Lcsscc a.bould drill in good fa,th and complCIC the lint v.dl as a dry bole on the land covered by this lease, Lessee may 
receive a tbrcc (3) month cxtcmiOD of the 1en11 In which IO cam a roducod royalty l'l1c by 11vin1 nocicc IO the Commissi011cr of the Gcoc:ral Laod Office, commcncina drill.ins operations oo an 
additional wdl prior 10 the expiration of such three (3) mooth period aod prosccutin& dili&e11lly and iD good faith the dn1hn& of JUcb 8ddttional well and complctin& umc so thal productioo in 
psyios quanulles Is Cllablubcd and JO thal JUcb ptOCluc:boo Is brouaht oo lane and sales thereof 1n commenced prior ID the c:xpuatioo of sucb tbrcc (3) month cxtcoJioo paiod. 

(1') 'O DEDUCTIONS: Lc:sscc avcc:s thal all royaltles ecauina IO Lc:ssor under tbis lease &hall be without deducuoo for the COii of produana. tranJpCllt1ll&. and othCl'WIJC malan1 the 
oil, ps ~ odicr products produced bcrcunclcr ready for Alo or use. 

(C) ROY AL TY lN KIND: Nocwitbslandtng aoytbla1 cootaiDccl bcreut IO the cootrary, Leu« may, al Its opcion, upoa ooc lcu than 60 daya oodcc IO Lcuc,c, roqwrc al any ti.mo or Crom 
time IO ti.mo thal peymcot of all or my royalties acc:rulna IO 1-under this lcuc be made io ldod without cloductioo for the OOll of produc:ina. pthcrina. siorioa. ICpal'llina. ucatina. 
ddlydnlizla. compresdna. p-oc:,csdna. trwnspOltin1 and ochCIWISC makin& the oil, ps and otbc:r products produced bcrcuDdcr ready for &ale or use. Leuol'a riaht IO talc:c its royalty In kind 
Jha11 DOC lfi.minWl or ncplO La.Jot'• nahll or Lc:sscc'a obliptioos, wbctba cxprcs1 or implied, Wida tblJ lcuc 

(II) PLANT FUEL AND R£CVCLED CAS: No royalty shalJ be ..,..t>le oo any ps u may rcprc:scnl tbis lcuc'a proportioaate wire of any fuel IISCd 10 process ps produced 
bacund« ia any proc:c:uln1 planL Nocwithstaochna mytbiaa COOl&incd bcrcm IO the COOlrW)', and subject IO the OOOJCDt in writi.na of the C4mmluloncr of the Ocncnl t:.and Office, Lcsscc 
may rcc:ycle ps for ps lift pwpolCS on the leased prcm.lJcs aflcr the liquid byclrocarbonJ coowncd ln the ps have been n:mow,d, and DO royaltica ahall be payable on the ps JO rcc:yclod until 
JUcb time'u the umc may thcrcaJ\cr be produced and sold or used by Lcuce io such mmner as IO entitle Lc:ssor IO a royalty tbcrcoa under the royalty provisioos of this lease. 

(1) MINIMUM ROY AL TY: Ourin& IQ)' ya,r al\c:r the cxpintiOII of the primary term oftbis lease, [{this lease is maintained by productioo.. the royalties paid IO l...cuor in DO CYClll Jha11 
be lc:s.s than an amount equal io the toc:al mnual delay ran.al bctcin provided, ochc:rwisc. thctc aball be due and payable on or bdOR the last day of the month 111coc,cclln1 the annlvaary dale of 
lhls lcuc a 1U111 equal 10 the toe.al mnual rental lcsa the amOUDt of royaltles paid clurin& the prec:cdina yar. 

(J) MARGINAL PRODUCTION ROYALTY: Upon Lcuce'a wn1tc11 applicallon, the School Land D-,l may roduce the royalty l'l1c IIC( out in tbis paragraph and.for the minimum 
royalty Jct out In 111~ 4 (1) IO extend the ocooomic life ol tbis lease and cncounp recovery or oil or ps that miaht ochcrwue n:mala un.rcc:overcd. Any aucb royalty reductiOD must 
ooo!orm IO the n,quircmcnts of any School Land 13-,1 admlnwnt:ive rules oo this subject.. Royalty may not be roducod below the applu:able awutory minimum. 

!.. ROY AL TY PAYM£NTS AND REPORTS: All royaltles DOC IAkca bi kind shalJ be paid 10 the Commiuloocr oflhc Gcoc:ral Land Office a1 AUJW1, TCUJ, In the followin& manner. 
l'llymcnl of royalty on production o( oil and pa shalJ be u provided bi the rules ad fonh lo the Texas R.cclAcr. RJl!ca c:urrcnlly provide that royalty oo oil Is due and mmt be rccdvod In the 

Gcocn1 Land Offioe on or before the $1h day of the aocood mooth auooccdina the moolh of production, and royalty on ps is clue and m11a1 be reccivocl lo the Gcnc:ral Land Offioe on or before 
the 15th day or the accood mooth auccccdina the month of productiOll, accompmiied by the: affidavit or the owner, manager or other authoriuid agcot, compldcd in the form and manner 
pn:acn'bcd by the Galcral Land Offioe and Jbowlna the aroa amount and clupositloo of all oil and ps produced and tho ~ value of the oil and ps, 101ctbcr with a copy of all clocwncnu, 
recaorda or rcporlS coofirmln1 the p-oa production, cll.apositioo and DUttet value lncludlo1 ps meter rcadinp., pipeline recdpu. ps line rccdpq and other chocla or mcmcnnda of ~ te 
produa,d and put lnlO pipelines, tlll.la, or pools and ps lines or g:u ston&c:, IIDd my other reports or ROCOfds which the Gcoc:ral Land Offioe may roquw IO verify the crou ~~. • 
duposldoo and marlcct value. in all c:asc:s the authority of a man.a,cr or aacnt lO act for the Lcuce bcrcln must bo filed In the General Land Offioe. Each royalty P'l)'fflcnl ahall be eooomPfi\lPil • 
by • c:hcclc arub, acbodule, awnmary or other rcmlttanc.e iwlvice abowln1 by the assi1111od General Land Offioe lease number the amount of royalty bdna paid on eac.b lease. lf Lessee ~ , ij • 
royalty oo or before lhl.rt;y (30) daya afl.cr the royalty peymcnt wu due, theo Lcuce owes a penalty or 5% on the royalty or SU .00, whichever Is lfCAICI'. A royalty IJ9YUlCOI which is ovd'thlrty • 
(30) days lalc ab.all ICallC a penalty of 1°'4 of the royalty due or ru.oo whichever is greater. In adcllcloo ID a penalty, royalties ab.all IICCnle In- a1 a rate or 12% per year; aucb intctest wi lT 
bcsln ecauina wheo the royalty is sixty (60) daya overdue. AffidavllJ and aupponin1 clocwneois which an: noc filed when due shalJ lnc:ur • penalty In an amount Jct by the Oen~ • 
Offioe ad:mlniJU,llive rule which is effective OD the date when the affidavits or aupponin1 clocwncnts were due. The Lcuoe ahall bear all rcspoosfbility for paying or caus!nc royaltics to ~ • • 
paid as pn:acn'bcd by the due date provided bcrcln. Payment of the dclinqucocy penalty aball in DO w.y opcnte ID prolu'bh !be Swc'a right of forfeiture u provided by a.w nor act IO posp>0c 
die elate on which royallica were oripnally du.e. The above penalty prov!Jloos ahall noc apply IA cues of title diJpUte as io the Swc'a portion of the royalty or IO thal ponioo or the l'O)'MCJ ""' • • 
dispulc as to fair marita val uc. • • 

'- (A) RESERVES, COl'ITRACTS AND OTICER RECORDS: Lcuce aball mnually fumiJh the Commimoocr of the General Land Office with Its best poulblc catima1e of oil and .-•• 
rcxrvca undcrtyiq tbiJ lcuc or allocable IO tblJ lease and shalJ funuab &aid Comm.issioocr with copies of all conlnC:U under which ps is sold or proccsscd and all 111baoqucn1 asrccmcnu IQII. • • • 
miaidmc:1111 IO aucb oootncU wilhill lhl.rt;y (30) daya afl.cr CDIOUII lnlO Of maldna such cootracU, aar-ncots or ameodmc:nu.. Such cootrac:a and agrccmcnl.S wbeo rcccivod by the ~era! 
t....d omoe abalJ be bcld In coo.5dcz,cc by tbc Oa>cnJ Land Office WII- Olhc:rwuo authoruod by Lcaoc. All ocbcr coolnld.l and records pcttal.nina IO the production, tl'IUUpOrWion, Al-• • • • 
~ of the oil and pa producocl on aald prcmi,a. locludlos the boob and aocounu, reccipq and ducbarsc:s of all wd1a. tanb, poou. mctcra, and pipelines aha1I al a.II times be aubjc& IO • 
inspection and CX&llliudoo by the Comml.J.lioocr of the General Land Office, the AIIOl'llC)' Gcncnl. the GcM:rnor, or the rqnsc:otsdve of any of them. 
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(D} ORILLlNC RECORDS: Wrinco aouce of all opc:ntlons oo this IUJC sh.all be JUbm111ed ID the Commiuioocr of the General Land Office by Les.sec or opcn.tor fi ve (5) daya before: 
spud date, woncovcr, rc-cnuy, tc:mponry abandoomcot or plug and abandoomcot of any well or wells. Such wrinco DO<icc: to the General Land Office: ahall include coptes of Railroad 
Commissioo formJ for applicatioo to dnll. Copies of well tc:su, complctioo rcporu and plugging rcporu ahall be wpplied to the: General Land Office al the lime they arc filed with the Tow 
R.t.ilroad Commis.sioo. Lcsscc slwl JUpply the General Land Office: with any rccona, memoranda, accounts, reports. cuttings and coru, or ocher lllformlllioo relauvc to the opc:ntloo of the 
abovc-<lcsa11>cd prc:miJcs, which may be requested by the Gcncral Land Office, in additioo to those herein cxprcssly provided for. Lu.sec lhall have an clcc:uical and/or radioacuvity survey 
mack oo the bore-bole ICClloo. from the: base or the swfacc: c:aslna to the lOl&l clcpth of well, of all wellJ drilled oo the above described prcmiJcs and &hall cnnsmit a true copy or th.e 101 of each 
survey oo each well to the Gcncnl Land Office withln fifteen (l 5) days after the makina of &aid swvey. 

(q PENAL TIES: Lcsscc &hall Incur a penalty when= reports, docwncnu or other maimals arc not filed III the General Land Office: when due. The penalty for late filtng &hall be act 

by the General Land Office administrative rule which Is effcc:uvc oo the date when the maicnals wen, due III the General Land Office. 

1. RETAINED ACREAGE: Nocw11lutandui1 any provilioo of this lcue to the cootrvy, after a well produc111g or capable of prodUCUII ou or ps bas 1-o completed oo the luscd 
prcmiJcs, Lcs.scc lhall cxctdsc the diliac:ncc of• rcasoo.ably prudcot opcntor In dtilhng JUch additiorw well or wells u may be rcuonably neccssasy for the proper ~lopmcnt of the leased 
premises and in markct:11111 the productioo thcrcoo. 

{A) VERTICAL: In the Cl/all this le.,sc ls In force: and cffcc:1 rwo (2) years aJ1cr the c:xpimioo date of the primary or extended term it sball then termlnau u to al l of the leased premises, 
EXCEPT (I) ~O acres J111TOW1din1 c:acb oil well capable or producing in payu,1 quan1111es and 320 acres IWTOUDdina each ps wcU capable of produan1111 paying quanuucs f111cludui1 a &bu.t­
in oil or ps well u provided in Panappb 11 bereo(), or a well upoo which l..csscc Is thco cnpaed in coounuous drilhng or reworiang opc:rauocu, or (2) the number of acres 111cluded in I 

producing pooled unit pursuant to Nanni Resources Code S=ions 52.151-52.153, or (3) such grcaier or lesser number or acres u may thco be allocated for prodUCtJoo pwposc:s to a proratioo 
unit for each such producing well under the rules and regulations of the R.t.ilroad Comm1uioo of Tex.as. or any successor agency, or other govc:mmcotal authority having Jurisdiction Within 
90 days of a partial tcrminalioo of this lease lo accordance: with this subparaanpb and upoo payment of the minimum tiling fee ICI by General Land Office rules lo effcc:1 Ill the llJne of the 
,-tlaJ tcrminatioo, Lcsscc &ball have the right ID obcala a aurface lease for !opus and egress oo and acrou the Laminated pon:ioo of the leased pRmlscs u may be rcasoo.ably occcasary for the 
contio-S opcntioo of th.e pon:ioo.s of the lcue rc:maining lo force and dfect. If l..csscc fai'ls to apply for a sutf'acc lease withi.o the 90 day period specified above, Lc:sscc: may apply for a 
ourfacc lcue from the Land Office:, but the Land Commlsslooer bu the d&ICl'Ctloo to gnnt or deny IUdi apphcanoo and to act the fee for such surfac.e lease. 

(13) IIORlZONT AL: In the: Cl/all this IUJC Is in force and effecl rwo (2) years aJlcr the expirauoo date of the primary or mended term It &ball further 1crmioate u to all clcpths below 
100 feel below the touJ clcpth drilled (bcrclnafta "dccpcr clcpths") In each well localed oo ac:rcaac rcuined in Paracrapb 1 (A) above, unless oo or before twO (2) years aJlcr the primary or 
c:xtaldcd term Lcs.scc i-YI an amount equal to oo~ ( 1/2) of the boous originally paid u consldcnlloo for this lcue (u spcc:itied oo page I bcrool). If such amount Is paid, this I cue &ball 
be lo force and dfcc:1 u to JUCh dccpcr clcpthJ. and &aid tcrmuiadoo &hall be delayed for an additiooal paiod of two (2) years and so Iona thc:rcal\a u oil or ps Is produced in payina quao11ties 
from such dccpcr clcpths coveccd by this lease. 

(Q lDENTIFICATION AND f'fLING: The sutf'ace acreage rculoed bcrcuodc:r a.s to each well lhalJ, u nculy u pracdcal, be in the form of a square with the wcU located in the center 
thereof. or such other abape u may be approved by the School Land Board. Withi.o thiny (30) daya all..- partial tcrmination of this lca.sc u provided bcmJ1, Lessee &ball accutc and rocord a 
rcle&JC or rclcuc:a contaiolog a &atisfaclory lepl dcsaipcioo of the aaeage an.dlor dcpdu oot rculoed bcrcundcr. The rcccrdcd release, or a certified c,opy of same, shall be filed in the Gc:ncral 
Land Office, aocompaoicd by the fillnc fee prcscn1>cd by the General Land Office rules in elJ'cc:1 oo the date the relcue Is tiled. If Lessee fails or refuses to accut.e and raiord such rclca.sc or 
rclcucs within ninety (90) daya all.c:r being rcqucsted to do so by the Gc:ncral Land Office. thal the Comml.uiooer a1 bis IOlc discrctioo may dcsipiat.e by wri11c11 iosuumeut the acrcqc and/or 
dcpchs to be released bcrcuodc:r and record such Instrument at Lcsscc', cxpcruc in the: county or C01111ties where the !cue Is located and in the: offid.al records of the ~ Land Office and 
such dcsisn,atioo &ball be binding upoo Lcs.scc for all purposes. If at any time aJlcr the elJ'cctivc date of the partial tcrminatioo provuioo.s hereof. the applicable field rules arc changed or the 
wdl or wdlJ localed thcn,oo arc rcd&ssilied so t1w less aauge Is thcrcal\cr allOCl!Cd to said well or wells for producdoo purposes, this lcue shall thcrcupoo terminate u to all acrcqe not 
tbcrca!\a allocated ID said well or wells for productioo purposes. 

I. OFFSET WELLS: If oil and/or ps should be produced In commcrdal quantities from I well located oo land privaldy OWlled or oo Swc land leased al a lesser royalty, which well Is 
withlo ooe thou.sand (l ,000) feet of the area Included bcrcin, or which wdJ Is dralnlng the area cova,od by this lease, the Lc:sscc: lhalJ, witblo sixty (60) days aJlcr such loiual productioo from 
lhe clndniq .... u or the wdJ loall.cd within ooe thousand (1,000) foct from the area OCl'VU'Cd by this letie becl,o in aood faith and prol(>CUt.e dillgcotly the drillina of an offset well oo the area 
coYercd by dils lease. and IUdi ofTx:I well &hall be drilled to JUch clcpth u may be DCCCSAI')' ID pn:vcnt the WMlue draln.aae or the area OCl'VU'Cd by this lease, md the Lc:sscc, m&DJ1gcr or driller 
ahall u,c all means DCCCSsat)' in I good faith effort to mah JUch offset wdJ produce oil and/or ps l:n commercial quantities. Only upon the dctcrm1natioo of the: Commissloocr and with b!J 
wri11c11 approval, may the pe;ymc:ot o< a compensatory royalty &&tisfy the obliptioo to drill III offset wdJ or wells required uodcr this Parqraph. 

, . DRY IIOLF.JCESSATION 01' PRODUCTION DURING PRIMARY TERM: I!, durina the primary t.c:rm bercofand prior to di.covay and produccioo of oil or ps oo &aid land. 
Lcsscc abould drill a dry bole or boles tbc,rcoo, or if during the primary term hereof and aft.er the dtJccM:ry and actual productioo of oil or gas from the leased prcm.lscs such productioo thereof 
abould ocuc from any cause, this lcue &hall not terminate if oo or before the cxpintloo of sixty (60) daya from dat.e of complcdoo of said dry bole or ccssatioo of productioo Lcsscc 
commcoccs additiorw drillioa or rewor1dog opc:ntloo.s th~ or pay, or teodc:n the oat annual delay rcocal in the Ame mmncr u provided in this !case. I!, durln1 the last year of the 
primary term or within sixty (60) ~ prior tbcrcto, a dry bole be complclcd and abendoocd, or the productioo of oil or ps &bould cease for any cawc, Lcsscc'1 righu sbalJ remain lo full force 
and elJ'ec:1 without fwthcr opc:ntioo.s lll1lil the expiration of the primary tcrm; and If Lcsscc lw ooc resumed production in peyi.og quaouties II the cxpintloo of the primary tam, Lcsscc may 
maintain this 1- by cooductinJ additiorw drilling or rcwotldng opcrlll.ioo.s punuant to Para,rapb 10, usioa the cxpintloo of the primary tcrm u the date of ccssatioo of producdoo under 
~ IO. Should the firll wdl or my subsequent well drilled oo the above dc:sa,1>cd land be complclcd u a abut-<11 oil or gas well within the primary tcrm bcroo(, Lessee may resume 
..,.-mcnt o( the annual rcn.tal In the aaa,e OWIDcr u provided bcrc:in oo or before the rcotal peyi.o1 date folJOWUll the cxpintloo of sixty (60) ~ from the date o( complctloo of such &but-in o,1 
or ps wdJ md ...._ lhe Cailure IO m.alce such psymcot, this lease abalJ ipso ~ tt:noinaic. If II the cxpintioo or the primary lcnD or any time thcrc:a.f\cr a &but-in oO or gu wdJ Is located oo 
lhe lc:a,cd premises psymCIIIJ may be made in acoordanoe with the: &but-in provuions bereo(. 

10. CESSATION, DRILLING, A.ND REWORKING: I( aft.cr the cxpintloo of the primary term, productioo of oU or gu from the leased pn,mlsc:s. after ooce obc:alncd. should cease 
&I* ~ c.ue, this lcuc shall not la1l1lnate If Lcsscc commcocc:s additiorw drillina or rcworldna opcntioo.s within sixty (60) daya aJlcr suc:b ccuation, and this lease &hall remain in full 
force ._ \#"ecf for ao loo& u IOCb opc:ntl.oo.s cootinuc In aood t:aith and In worialunlib manner without iott:rrvpcloo.s toc:alJAa more than sixty (60) days. It such drilllna or rcworldng 
~ g:fllt in the productioo o< oO or ps, the lca.sc &hall remain in full force and dfcc:1 for ao loo1 u o0 or ps Is produced from the leased pRmlscs in peyi.og quantities or psymcot of 
lhua-19 cilf • ps wdJ royalties or~= of oompc:nsalory royal ties Is made u provided bcrdn or u provided by law. If the drill ins or reworldna opc:ntloo.s result In the complctioo of a well 
u a &y\i!Q, cL lcuc will DOI tamlnalc If thc Lcuo; commc:ncca additiooal drilllng or mortlfldn1 opcrlll.iOD.1 withio sixty (60) days allct thc complctioo or thc well u a dry bole, and this lcuc 
lbalJ rcm1in In dToct ao loog u 1- continua dtillin1 or rewor1ciog opc:ntloo.s In good t:aith md lo a wori:m&nlllcc manner without intcrrupdoo.s toeallng more than sixty (60) daya. Lcsscc 
&hall ai..,.. n *'1 notice to the Gc:ocnl Land Office witblo thiny (30) day1 of any ccssatioo of productioo • 

• .... 
I L SH\TT-IN ROY AL TI ES: For pwposcs of this pen.gnph, 'wdl" means any well t1w lw been usi1Ded a well number by the sate aacocy having jwisdictloo over the producdoo of oU 

and ,-.. IC.lany lime after the cxpintioo oftbc primary term of a !cue tbll, until bcina &but In, wu bcins maintained in force and elJ'cc:t, a well capable of producing oil or ps in peyi.o1 
quanb'ftes Is lbed oo the leased pranlscs, but oU or ps Is oot being produced for laclc of sult.able producdoo facilities or laclc of a suitable marled, then Lessee may pl)' a.s a &but-in oil or ps 
royal ty .., amount equal to double tbc annual rental provided lo the IUJC, but oot leas than Sl ,200 • yes for each wdl capable ofproduc;lq oU or ps lo peyi.oa quandtica. To be clJ'cctivc:, 
each ...i.hut-«1 oU or gas royalty must be paid oo or before:: (I) the cxplntloo of the primary t.c:rm, (2) 60 daya aJlcr the Lcsscc oeasca to produce oil or gas Crom the ICUC>d premuca, or (3) 
60 ~.,.., Lcsscc oomplc:Ccs a drillioc or rcwondna opc:ntloo in acc,ordanoe with the letie provuioo.s; wblcbcvcr date Is lalCll. If the abut-in ou or ps royalty Is paid. the IUJC aball be 
OOlllidcrcd to be a produclnc lease and the paymcot abalJ cxtcnd the tcrm o< the lcae for a period o( ooe )'Qt' from the end or the primary term, or from the lint day of the mooth followini the 
IDo.G A. producdoo cc:ucd, and. aJlcr that. if no suit.able producdoo (adlities or suitable man;ce for the 0tl or ps cwu, Lessee m~ cxtcnd the lease for four more succcaslvc periods or 
ooe C:,) )'Ql4by peylog the aame 1111ount each yr:ar oo or before the cxplntloo of each &but-<11 year. 

11. COMPENSATORY ROY AL TIES: If. dwi.og the period the lcae Is lccpt in elJ'cc:1 by p,iymcot o( the &but-ill oU or ps royalty, oil.~.~ ~ sol~ &ni ~~i~n~~g _quaotitics 
from a wdl located withi.o ooe thous;aod (1,000) foct of the leased premises and -,iplclcd in the woe producinc reservoir, or in any caseJ,;~footinuc to 
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awo.wa cbc lease by p«)'\111 tbe abut-in oil or ps royalty &b&ll ccuc. but tbe lease &ball rcma,n c!TCCllvc for the rcm1.1Ddc.- of lhc y<M for which the royalty hu bcai paid The Luscc may 
mamwa tbc lease for four more aucccssivc yun by Lascc payu,1 oompcnsalOry royalty II the royally rate provulcd Ill the IC&SC of the mar\.ct value of producuoo from the v.clJ C&USill& tbc 
dn.ina,p or which u complCICd ill cbc r.ame producu,1 = aod Wlllwl ooc diousaod ( 1,000) focc of the leased pranuc:a. The oompcnsalory royally ls IO be pald moothly IO the 
Com.mwioocr bcguwn& oa or before tbc 11.11 day of the mooth follOWIDJ lhc mootb .. wtucb the 001 or ps ls producod Crom lhc v.cll cau.d.na the draina&e or lhll iJ oomplCICd t11 the aame 
producm& rcsovoir and localed Wlllwl oac lhowand ( 1,000) feet of the leased prc:ausa; if the oompcrualOry royalty paid ID any 12-a,ooth pcnod lJ Ill an amouot lc:u than the anoual abut-t11 
oil or ps royalty, Lessee &b&ll pey "" amount equal IO the datrc:raicc Wlllwl durty (30) da~ Crom lbc ffld of the 12-a,ooth pcnod, aod oooe of these provtSIOIIJ wiU rc!Jcvc Lc:sscc of the 
obUp11oo of rcuonablc deYclopmcnl nor lhc oblipnoo to dnll ofl'.sct well1 u provulcd Ill N.R.C Sccdoo 52.034, bowevu, 11 the dclc:rminalloo of the Commlu,ooer, aod With the 
Com.mwioad• wnncn approval, the payment of oompc:nwory royaluCJ &ball Ull.Sfy the oblopnoo IO drill orr.ct wells. Compau&1ory royalty paymcnlS wlucb .-.: oot 11.mdy paid will aca\le 
i-a)tY aod llltcrcst In IICCOrClmcc With P....,-.pb S of lhu lcue. 

13. O..'TENSIONS: IC, a.t the cxptntJOO of the pnmary term of llu1 lcue, productioo of oil or gu bas not b«n obu.J.ncd oo the luscd pmnlSCS but dnlhng opcn.lJOOJ arc bc1Dg conducted 
tbcrcoa la cood faith aod in a aood and wotbnan.lil.e m&1111er, Lcucc may, oo or before the cxpuadoo of the pnmary term, file ID the General Land Office wnttcn apphcauoo to the 
CommiJslooer of the General Land Office for a thirty (30) day cxtcnsioo of lluJ lease, 11CCOmparued by p1ymcnt of Three Thousand Dollars (SJ,000.00) if lluJ lease coven mt hundred forty 
(640) aaCJ or lc:u and Sut 1bousaDd Dollars ($6,000 00) .r thiJ lease coven more than ax hundred forty (640) IIC1'CJ and the Commiulooer &ball, in wnung. cxtcnd thlJ lease for a tluny (30) 
day period from and after the cxpiBtioo of the primary term and so 1001 thcrcaf\er u oil or ps II produced in payinc quantiUCJ; provided further, that Lessee may, IO loo& u such drillin& 
opcnt10C11 arc bcilla ooodUC1ed make Ille applicauoo and paymcnt durinc any thiny (30) day extended period foe an addJtiooal cxtcruion of thirty (30) daya and, upoo receipt of such 
opplicatioo and paymc:nt, the Commiuioner &ball, in wnnng. apln cxtc:nd tlu1 lcasc so that same &ball rcml.lD ID force for aucb addiuonal thirty (30) day period and IO lone thercaflcr u on or 
ps ls produced in paying quanulics; provulcd, however, that thb lease shall ooc be cxtc:nded foe mocc than a tou.l of three hundred runcty (390) days from and after the expiration of the 

primary tc:rm unless producooo ID payinc quanuucs bas b«n obu.J.ncd. 

14. USE OF WATI'.R; SURFACE: Lessee aball have lhc nabt IO UJC water producod oo &a1d land ncca.aary for opcntioru bcrcundc.- and 10lcly upoo the leased prcmllCI, provtdcd, 
lioweYcr. Lc:sscc $hall not use potable waia or waia JUitable for bvatod. or unptioo pwpoJa foe waler Oood opcntiOIIJ without the pnoc wnt1eo cocucnt of Lessor. Subject LO ,u oblip1100 
to p-,. ,urfacc damagC:J, Lessee abalJ have tbe nclit to UJC IO much oC the sumcc of the land that may be rcasooably necessary for dnllin& and opcralUlJ wells and trlllSpOr\lnl aod aw\:cn.na 
the productioo therefrom. such usc to be conducted under ooodlbOOJ of least ll\Jury to lhc swiacc of tbe land. Lcucc &ball pay surface damaacs In an amount set by the General Land Office 
fee achedulc v.-tucb iJ effective oa the date when the acnvity n:qwnnc the paymc:nt of JUr!acc damages oc:cun • 

LS. POLLlTTION: In dcvclopill1 tbiJ area, Leucc abalJ UJC the blsb<Jt dcp-cc of care and all proper safe,uards to pn:vcot pollutioo. Without timJting the forcaoinc. poUutioo of ooutal 
..-c:dai>dl, ururaJ wucrwsyi. riven aod Impounded wmcr aball be prevented by the usc of c:oownmcnt (acillt1CJ JUfficic:nt to prevail apillaac., JCCpa&e or ground waicr oootamlnatioo. In tbe 
cvai1 of pollution. Lessee abal1 use all means 111ts clu:pouJ to roaipcurc all cscapod bydrocatt>cxu or other pollut.ant aod abalJ be rcspoosible for all damage to public and pnvuc properties. 

(A) UPLANDS: Lc:slcc abaJJ build aod m&IDIIWI fCIICCJ around iu &lush, JWDP, aod cnlnqc: p,IS aod lank battcnes JO u IO pl"OICCl UVCJU>Ck aplnst lou, damage or 11\lwr. and upoo 
complctloo or abaodoomc:nt of any wdJ or wdll, Lasc:c &b&ll fill and lc:vd all &lush p,IS aod cdlan a.nd completely clean up the drillin1 utc of all nabblsb thcnooo. 

(B) SUDll{ERGED LANDS: No ducbarge of JOlid waste or prt.&c abalJ be allowed Into SlllC watcrs from any drilJina or JUpport vcssdJ, productioo platform, c:rcw oc supply boat, 
'*"ac, jac:k-41p rig or other oquipmc:nt localCd oo the leased area. Solld waste abal1 Include but abalJ not be lim.,ted to ooowncn, oquipmc:nt, nabbuh, plastic., glass. and any other man-made 
~ pwlablc itcim. A dgs, mu.JC be dlJplaycd in a blab tnffic area oo all va.adJ aod manned platfomu Jtatinl, "Duchargc of any JOlid wute or ptbagc Into Swe Watcr1 Crom vcssclJ 
or plal{orw:u ls strictly prolu'bited aod may JUbjcct a State of Tau lcuc to forfeiture.· Such IUlClDc:ot aball be in lcucrinc of a.t leut I" In J!z.c. 

(q RIVERS: To the CX!att occcu.vy to pn:vcot pollution, the proviJIOCll fouod in IUbscctiOCll (a) and (b) ofthiJ pa,qnpll abaJJ auo apply to riven and rivabcds. 

(D) PENALTY: Fa.ilW'C to comply with the rcquircmcots of this provisioo ~ result In the mwmum penalty allowed by law lncludlna forfeiture of the lease. Lcsscc &ball be liable foe 
the damqca cawed by suc:b wlw-c aod any OOIU aod c:xpcnscs mcwred In dcanln1 arcu a!fcctcd by the di.Jcharacd waste. 

1' .. IDENTIFICA n o MAR.Kl:RS: Lcuec shall croc1. at a damnoc not to c:xcecd twau.y-livc (25) fed Crom each wdJ oo the premises coYa'cd by thiJ lcuc, a lc;iblc sign oo wbicb 
Jhall be am.eel the name of the opcnl«, the lease dc:sipwloo aod the wdJ awnbcr. \\lbcre rwo or more wcllJ oo the &amc lease or where wells oo rwo or more lcasc:s are CCX1IUlCICd to lbc ume 
tlll1lc Imlay, wbdher by ladlvldual Oow line COGDCctiOOJ daroct to the Wik or !mks or by UJC or a mulliplc header system. each l1DC between each wdJ and such Wik or bcadct Jhall be lcgil>ly 
ldcoti.Gcd II all times, either by a 6.rmly amicbcd tq or pWC or an idattulCllloo properly painted oa IUCb line at a diSIIIOCc DOC IO cxcc«I tbrc,c (3) feet Crom JUCb w>I.. or header cooacctioa. 
Said dp.1, tap, platc:s or otbcr ldcati.Gcadoa mariccn aball be malntalJICd la a k11l>le oooditloo tbtouabout tbe lctlD o( thiJ lease. 

17. l GNM ENTS: lbc lcuc may be tnnsfcn-cd at 1111y time. All tnnsfcn mua rcfcrooce tbc lcuc by the file number aod mu.JC be recorded In the county where the area lJ locat.od.. and 
the rccordcd nn.d'er or a copy cutificd to by tbc County Ocrlt of lbc oouo!)' where lbc tnnsfer iJ rccordod mllJI be filed in the Gc:ncnJ Land Office within ninety (90) da~ of the cxoc:ulioo 
date, u provided by N.R.C. Soctioa Sl.026, acoomp81lied by the filinc fee prescribed by the Gcocnl Land Office rules in cffccc oo tbc date of roccipc by the Gcn.cral Land Office of such 
nn.d'c:, or ccrufied copy tbcn,o{, Evay tnm:f'crcc sbaJI JUccccd LO all rictiu aad be IUbjcc:t to all obUptloos. babihtiC:J, aad pcnalDCS ow<>CI to tbc Swc by lhc oricinaJ lcsscc or 1111'/ prior 
nmfcrcc of the lcuc, includlq 1111y liabllJtics to the Jlalc for unpaid royaltica.. 

11.. RELEASES: Leucc m,y rclcuc the ripts ,ranted bc::rcundcr to the Swc at ,my time by ~ the rclcuc In tbc county where thiJ erca Is sinwcd and fllina the rccordod rclcuc or 
ccnificd copy of same la tbc General Land Office willwl ninety (90) ~ aJ\tr itJ c:xc,cutioo acoomp81lied by the 61lng fee prcacn'bod by the Gcn.cral L.and Office rules la cfJ'ect oo the date of 
receipt by tho Gcn.cral Land Office of ,ucb rclcuc or ccrufied copy tbcrcof. Such rel.cue will DOC haw the c!Tcct of rclcuin& Lcsacc Crom any liablli1y theretofore accnlcd In favor of the Swe. 

1'. U EN: In acoordaacc with N.ILC. Scctioo Sl.136, the Swe $hall have a lint lien upoo all oil and PJ producod from the area oova-cd by thiJ lcuc IO ICCW'C ~ cot of all unpaid 
royalt)' and other 1U1DJ of money th.Ill ~ become due under thiJ lease. By ~ of this lcuc, Lcucc cnnts the State, In addition IO tbc Uc:n provided by N.ILC. Scee.ion 52.136 and any 
od,cr "'1l)llc;ablc JtatuUlr)' Ucn, 1111 cxprw oootrloct\W Uc:n oo aod JOC:Urit;y lntcrcs1 la all leased mla.aw In and CXlraClcd from the lca.scd pranlJC:J, all proceeds wbicb m_.y acc:ruc to 1-• 
from Ibo Ale o( JUcb leased mincr-alJ, wbcthc:r IUCb proocodJ are bdd by Leucc or by a thlrd pm()', and all fucNrc:s oo and lmprovcmc:ou IO tbc leased prcm1Jea UJCd in ooonccdon wt!\~ • • 
prodoc:tioo or proccssiq of IUCb lcuod mlncn!J In order to ICCW'C the p11ymc:ot of all royalties or other amouou due or to become due uadcr thiJ lcuc aod to accurc p11ymcn1 of aoy damqes oc 
loa Chat Lcuor may sutrer by rcuoa o( Lcucc'a bread, of any - or coodltioo of thb lcuc, wbctbcr cxprc:ss or lmpllod. Thu Uc:n aod accurity latcrcs1 may be forccloscd V4IA ~ • • 
~ QOlll1 pocccdi.ap lo the mmacr provklc,d ID thc Iidc I, Oiaj,ta 9 ofcbc Tau Buslncu aad Commc:roc Code. Lc:sscc ap,cs that the Cammlssloocr "ll1l.'1 rcqulrc: Lcucc to dwlt4 ° 
-S n,oord 1Ucb iucnamCllla u m,y be rc:uoaably _.y to ecbowlcdac.. aaacll or perfect thla Ucn. Lcucc ba-eby rqnsc:,ots tb.111 there arc DO prior or ,upc:rior Ucns arldna from IOd> 
reucina to 1-'a activities upoo the ~c-daat'bod propc:rtr or from Lcucc'a ecquuitioo o( this leuc. Should the Commiuloocr a.t 1111'/ time dclcrmiDc tha.t thiJ rc:pucnt.atioo Is ~ 
lbcD 1bc CommwlOOCI' m,y doclarc thb lcuc forfeit.eel u prov,.dcd bcreul. : • • • 

lO. l'ORP"tJTURE: IC Leucc abaJJ fail or rd\uc to male the l)IQ'IDc:ot of my 1U111 witbln thmy (30) ~ al\cr it becomes due, or If Lc:sscc or an authoriz.cd agent abould lalowin&IY ~ • • • 
wt:Y Cala l"CCW1I or l'alJe report oooor:nuac produccioo or ~ or I( Lcuoc &ball Call or rcluc to drill my 011'.Jd wcU or wdu In IQOd f.alth u required by law aod cbc rwca and rcJWdOOJ • 
adopc,,d by tbc Com.mwiOGcr o( tbc Gcncnl L.and Office. or If Lessee abould Cail to file rcporu lo ch.c m.annc:, required by law or fail to comply with nales aod rcculadOOJ prom~ by lbc • 
Gcncn1 Land Office, the School Lmd 8-,1, or the Railroad Comm.lssioa. or rd\llc the propa- autbonty acccu to the rcoordl pc:,t.ai.,unc to opcradOOJ, or IC Leucc or 1111 authorin:d ~ • • 
Jboald laiowbicJ.y Call or rd'lac to pYC ccm,c:t lnfonnatloo to lbc proper wthoritr, or lcnowiqly Call or rcfu.ac to fumlJb tbc Gcocral Land Office a ccm,c:t los of all)' well. or If Lc:slcc ...,... •• • 
~ Y viol.ate my o( tbc material provislocu of tbi.J lcuc... or if thla lcuc lJ ud,-1 aad tbc snmcnt iJ not filed In the Gcn.cral Land Office u rcqulrcd by law, the r{ghu ocqain,d unocr 
Chi, lcmc aball ~ IUbjcd to forfeiture by tbc Commlulooer, aod be aball forfeit umc wbco JUfficicotly Informed of the fac:tJ which authorlu a forfeiture, and wbco forfeited the srca IUJ. • • • 
apiD be IUbjcd to lease IO the bl.ctic:11 bidder, under the aa.mc rcs,iladOIIJ ooolJ'Ollinc the onpnal aalc of leases. However, DOlbl.og ba'CUI abalJ be coosuucd u waivi.ac the automllle • 
lenlllnadoo of tbh !cue by opcratioo of law oc by rcasoa o( any spcc:lal UmlwJoo IIWIII hereunder. Forfdwra may be Id aside and thJJ lease aod all righu thcrc:vndcr rcinsWcd before tbc 
ripa ol IDOlbet in'- upoo aatislac:tory cvldc:oc:c to lbc Ccmmwloncr of the Gcac:nJ Land Office of future compljaocc witb the providOOJ of the law and or tblJ lcuc and the rules and 
rcpadoo.a that may be adopted rclatiYC boreto. 
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., . 
11, RIVERBED TRACTS: In lhe cvan lhls lcuc coven a riverbed. Lessee ia hereby spcci(ically granted the nst,1 of cmment dom&111 and coodctruwioo as provulcd for u, N.R.C 

Scc:tloo.s 52 .092-52.093. as a pan of the cocuidcn.tioo movin110 l..cssor for lhe covenants herein made by Lessee 

U. APPLICA BLE LAWS ANO ORJLLI C RESTIUCTIONS: Tb11 lcuc shall be subJcct to all NICI and regulllloo.s. and amcodments lhcrcto, promulptcd by lh.e Commissioner of 
cbc General Land Office sovcrruna dnlling and producing operations on Permanent Free School Land specifically 1ncludin1 any rule, promulgated that relate lO plans of operations, payment of 
royal ties, and auditing procedures. and shall be subjca to all other valid swu1e1, rules. regulauoo.s, Ofdcn and oniuw1ccs that may alTcct opcrauoo.s under the provt11oru of thu lcuc. Without 
limiting the gcocrality of the foregoing. Lcsscc hereby agrees, by the acccpWlce of this lcuc, to be bound by and subject lO all swutory and regulatory provi11ons relann1 io lhe Gcocnl Land 
Office's audit billing notice and audit hcarinp prococlurcs. Said provisloru arc CWTC11tly found a1 31 Texas Administn.uvc Code, Chapter•. and Tciw Natunl Resourc:cs Code Scaions S2. I 3S 
and Sl.137 tbroogb s2.1•0. In lhc event this lcuc coven land fnncbiscd or leased or otherwise u.scd by a navtpl.loo distnct or by the United Swes for the pwpose of navigatioo or other 
purpose Incident to the operation of a pon. then Leucc shall not be entitled to enter or pouess such land without prior approval as provtded under Scctioo 61 .117 of lhe Texas Water Code, but 
Lessee shall be entitled to develop such land for oil and gas by dirc:ctiooal driUlng, provided. bo"'cva, that oo surface drilhn1 locatioo may be nearer lhan 660 feet and spc,etal pennissloo from 
the Commwionef" of the Gcncnl Land Office is nccc:ssa,y to mal..c any llllfacc locatioo nc.arer lhan 2,160 fccc mcuurcd al right angle, from lhe nearest bu.lJJJcad line or from lhe nearest 
dredged boltorn edge of any channel, slip, or nunlng basin wluch tw been authoriu:d by lhe Urutcd States as a federal proJcct for future coostruellon, whichever 11 nc.arer 

lJ. REMOVAL OF EQUIPMENT: Upoo the termtnatioo of this lcuc for any c:ause, Lcuec shall not. in any event, be pcm11ned lO remove lhe C&Slll,& or any part of the equipment from 
any producing. d,y, °' abandoned well or wells wilhout the wrmcn cocucnt of the Commisllooer of the Gcncnl Land Office°' bis aulhoru.cd reprcsan:auve, nor shall Lessee, without the 
wriru:o consent of said Commluiooer or his aulhoriu:d reprcscowivc remove from the leased premises the casing or any other cqwpment, matcnal, macb.incry, apphanccs or propc:ny owocd 
by Lessee and u.scd by Lcsscc ln the development and productioo of oil or gas therefrom until all d,y or a.baodoocd "'ells have been plugged and unul all slu.sb or refuse pill have been propc:rly 
(itlcd and all broken or disunled lumber, mlcltincry, ot dtbris shall lave been mnovcd from the PffilllltS to the satirfactioo of the uid Coolm1woner or his authoriuid rtpteRljtallvt 

U FORCE MAJE URE: Sbould Lessee be prevented from complyina with any cxpreu or implied covenant of this lcuc, &om cooductinc drilhn1 opc:ratioru thereon,°' from produc1n1 
otJ WI/JI« gu therefrom, after effort made In good faith, by rc.asoo of war, rebellion. riou, Jlnkcs, fires, acts of God °' any order, rule or regulatioo of governmental aulhonty, then wlule IO 

prcveotcd. LcsJce'• obligatioo lO comply with such covenant shall be suspended upoo proper and satulac:uwy proof presented lO the Commiuiooer of the Gcocnl Land Office ln support of 
Lessee's cootcntioo and Lessee shall not be liable f« damages fot failure lO comply therewith (cxcqK ln the event of lcuc opentioru IUSJ)Cllded as provided in the rules and regulations 
edopted by the School Land Board); and this lease shall be extended while and 10 long as Lessee is prevented, by any such cause, from drilling. rcwondng opcratioru °' proclucina 011 and/or 
gu from the leased pmnlscs; provided, however, that nothing bereiu-sball be cocuuued to suspend the payment of rentals dunng the pn.nwy °' CXIClldcd tam, n« lO abridge Lessee's right 10 a 
,wpcnsioo under any applicable IWUte of this State. 

1S. LEASE SECURITY: Lesscc shall take the bighesi degree of care and all proper safeguards lO prolCCI uid premises and lO prevent thcf\ of otl, ps, and other hydroc:art>ocu produced 
from said lease. This Includes. but ia not limited to, lhc installation of all necessary equipment, seals, lodes. or other appropriate protbctive devices oo or a1 all access points a1 the lease', 
prodllCUon, gathering and 11oragc l)'llcms where theft o(hydrocarboos can oocur. Lesscc sbalJ be liable for the loss of any hydrocarboos resulting from thcl\ and shall pay the Swc of Texas 
roysl tics thc:reoo u provided herein on all oil, ps or other hydrocarboos lost by rca.son of theft. 

1" REDUC110N O F PA Vl'>fENTS: If, dwin1 the primary term, a portloo of the land covered by this lcuc ls tncludcd within th.e boundaries of a poolcd unlt that tw been approved by 
lhe School Land Board In accordance with Natural Resourc:cs Code Sccdom S2. ISI-S2.IS3, or if, at any time aJla the expiration of the pnuwy tcrm °' the cxtCDdcd term, this lease cow:n a 
lcsxr" number of ac:ru lhan the tow amount described herein, payments that arc made oo a per aae b&sis hereunder shall be reduced according lO the number of acra pooled, released, 
IUITClldcftd, or othcrwuc scvcn,d, IO that payments dclcrmlncd oo a per aae basis under the tcrmJ of this lease dunng the prinwy term shall be calc:ulatcd based upoo the number of acra 
outside the boundaries of a pooled unlt, or, if after the cxpintioo of the primary term, the number of acra actually retained and covcrcd by this lcuc. 

27. SUCCESSORS AND ASSIGNS: The covenants, cooditioo.s and agrcc:ments cootained hc:rcln shall extend 10 and be bindiug upoo the heirs, c:xocuton., administnlon., succeuon °' 
assigns of Lessee hcmu. 

U.. ANnQUITlES CODE: In the cvcnt llw any fcarurc of an:hoolocical °' historical interest Is c:ncount.crcd during the acdvitie1 authoriz.cd by this lease., Lessee will immccllatcly ccasc 
acdvitie1 ond will lmmodiatdy ootl!y lhc Ococ:nl Land Office and lhc T cxas I llstorical Commission IO that adcquau mcasurca may be undcrtakco to protect °' rocovcr such disoovc:ries or 
findina:s. as appropriate. Lesscc I, c:xprcssly placcd on notice oflhc Natlooal l lutorical Presavalloo Act of 1966 (PB-19~. 80 Statute 915; 16 U.S.C.A. • 70). Lesscc shall comply with the 
Antiquities Code of Texas, Olaplc:r 191, Natural R.csources Code, u amended. 

19. VENUE: Lessor and lcsscc, lncludiug lcuec's succcs.son and uslgns, hereby llJ'CC that \/Cllue for any dispute arisln1 out of a provisioo of thia lease. whether cxprcu or implied, 
reprding lntc:rprctatioo o( this lease, or relatin1 In any way lO this lease or lO applicable case law, IWUICS. °' .clmlnistradve rules, shall be in a court of compc:1e111 jurisdictioo localed in Travis 
Cowity, Swe of Texas. 

30. LEASE FlLCNC: Punuanl lO Cbapler9 of the Tex. Bus. & Com. Code, this lease must be filed of record iu the office of the Cowity Oerk ln any oouni;y in which all°' any part of the 
lcuccl pn:miac, ls located, and catificd copies thc:rcof mllll be filed in the Gcnc:nJ Land Office. The prcsc:n1>cd filina fee shall accompany the catilicd copies scot to the Ococnl Land Office • 

. .. 
• • • . .. .... 

• • ... 
•• • • • .... 

• ······ • 

.... . .... 
• ······ . . 
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JI. EXECtmON: This oil and gu lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State of 
Texu. 

TITAN RESOURCES, L.P., By and Through Its 

:~;Ea~C. 

Dan P. Colwell 
TITLE: Vice Pce:;i dent - Land 

DA TE:, ___ S:c•e,P::.;t::,e:::m:::b.::•.:.r__:Z,cSc.,L..:1.::9.::9.::8 __ 

PROVED 

Cont<nb~ 1.e<al 
DC 
SD 
Ex« ---

STATEOF __ T'-'E::CX"-A.::S _____ _ (CORPORATION ACKNOWLEDGMEN1) 

COUNlY OF_~M~l~D=LA~N~D~-----

BEFORE ME, the nndenigned llllhority, on this day personally llpp03lCd, __ .. _D_AN_P_._co_L_W_E_L_L __________ _ 

bown., me ta beth,""""' whose...,, b oub=bed ta the Ccxqoing ..-.. ~ u, __ V.:..:.cl C:.:E:....:.P.cR=ES.c.cl D:.cE:.N.cT_·--'-LA'-'N'--D:_ __ _;__ _ ___:or TI TAN RESOURCES I , I NC., 

_c_e_n_e_r_a_l_P_a _rt_n_e_r_o_f_T_I_T_A_N_R_E_s_o_u_R_C_E_S_,_L.;_, P_. ___________ ,and acknowledged to me that he executed the same 

ror the purposes and coosidcntioo therein expressed, in the capacity stated, and u the act and deed of said corporation. 

--~~-~·-··" m• ~· ,.,~,,c ~).~ 
N~ff-

STATE OF __________ _ (INDMDUAL ACKNOWLEDGMENl) 

COUNlYOF __________ _ 

BeC<n me, the nndenigned ,u1hority, on lhis day personally oppea,edc..._ _______ ...:.... _____ ;...._....;.:__ 

bowa. to me to be the persons whose names arc subsc:n"bed to the foregoing instrument; and acbowledged to me that they cxccutc:d the 
. ame for the parposcs and considcntioa thcn:in o::prcssed. 

GivcnwdcrmyhmdadlCl!ofofficcthisthc~-----<iaY·oC-------------~19 _____ . 

Notary Public in and for ____________ _ 

••• • • • .. . 
•••• • • • • •• 

• 
•••• • •••• 
• •••••• • • 

• 
•••• • • •••• 

• --------------------~.···:· 
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U{ 

%t untin, -m:exnn 

OIL AND GAS LUSE 
NO. M,99609 

WIIERHAS, pursuant to the Tew N11unl R.csowus Code Olaplt:n 32, 33, SI, aod Oiapla $2, Subchaplt:n A·O &!Id ll, (Aid Code being bcrdnal\tt referred to as N.R.C.). aod 1Ubjcd to all 
rules and rcguhulons promulgated by the Commisslooc:r of the General Land Office md/or the School Land Doerd punullll lh=lo, &!Id all otha 11ppUcablo IWUlCI and 11ncodmmts to Aid 
N .R.C., tho foHowina area, to-wit 

SEcnON 40, BLOCK~. PUDLI SCHOOL LAND SURVl:Y, Cl/UlERSON AND REIEVES COUNnES, TEXAS, CONTAJNlNG APPROXIMATELY 640 ACRES AS SHOWN 
ON THE omCIAL MAPS OP CULBERSON ANO REEVES COUNTIES ON PJU IN TIIZ TEXAS GENERAL LANO OFFlCY., AUSTIN, TEXAS, 

was, aI\cr being duly advatiJcd, offered for lca.se oo the 4th day or Au(Ult, 1991, 11 10:00 o'cloclt un., by the Commissioner or the GmcraJ Land OIT,co of tho Slllle of Tex.as and the School 
Lllnd Dowd or the Swe of Tew, for the 10le lllld ooly JlWPOIC of prospecting aod drilllng for, and producing oil llodlor ps that may be found and produced frcm the above dex:ribcd uca; and 

WI IEREAS, aI\cr all bids aod rcmiuanccs which wc:ro received up to said time have been duly considered by the Commissiooc:r of the General Land Office Ind the School Land Baud II a rep• 
meeting thcrcorln the General Land Office, oo tho 4th day of AU(UII, 1998, bcrdnal\cr the "dTcctivo date" and it was found and dctamlned thal TITAN RESOURCES, LP. whoso addrcss is 
SOO W. TEXAS, SUITE SOO, MJOLANO, TX 79701 bad offered the highest Ind best bid for II lca,c of the area above dc,cnl>cd lllld is, tb=fore, mtitlcd to receive a lease thcreoa: 

NOW, nl.EREFORB. t. Gany Mauro, Commlssloocr of the Gmcral Land Ofiicc of tho SIIIO orTcxu, bcrcinal\cr ,omctimes rcfcrrcd to as "Lessor," whole address is Austin, Tens, by virtue of 
the authority vested lni me md in ooosldcratioo o( the pmymmt by tho hereinal\cr dctignated Leaec, tho sum o{ btttn Thousand Sb llundiu Twmty Scvm ud 20/100 Dollan (S 16,627.20). 
receipt of which b b=by aclcnowledged and of the royaltici, covenantJ, stipulations and conditions ClOllwncd and bcrcby agreed to be peld, oblaved and performed by Lessee. do bc:reby dcmlsc, 
gn,n~ lcaso and let unto the above mmtioned bidder tho excluslve right to prospca for, produce and take oil 1111d.'or ps from the aforcsald 11r12 upoo the following tcrm.t and C011ditioos, to-wit 

I. RF.SERVATION: There b batby excepted aod reserved to Lwor lhe full use of tho propcity covered hereby aid all ri&htJ with respect to the sur&ce lllld 1Ubsurfacc thereof for my and 
all pwpo.ca except thGIC grant<><I and to tho atait bcrnn granted to LeskG, togeuia with the rights of ingress and egress and uso of said lands by Lessor md its mlneral lcssccs, for purposes of 
exploring for and produdng the mineral~ which 11111 nOI covered, or which may not be CCM:rCd in the fullllO, under the terms of this lease, but which may be located withln tho aurfacc boundaries of 
the leased area. All of the rights in and to the leased prcmlsc:s reuined by Leuor and all of the riabts In and to tho leued prcmba gnnt<><I to Leuee bct'Cln ahall be exm:lscd In such a manner thal 
neither shall unduly interfere with the operations of the Olbcr. 

l. TE.RM: Subject to the other provisions bc:rcof, this lease shall be for a 1crm of five (S) yc:an frcm the cfTective dale bc:rcof (bcrcin called "primary lcrm') and as long therc&Jler u oil or ps 
b produced in paying qwmtities from said area. 

3. DELAY RENJ"ALS: If no well be commenced oo the land hereby leaxd oo or before tho annlvcna,y date of tbb lease, this lcaso shall terminate u to both pertlcs unless the Les.tee on or 
before said d:ite ahall pay or tender to the Commlssloncr of the Gcoeral Land Office of the Slate of Tex.as III Austin, Tew, tho 1WJ1 of One Oollar (Sl.00). pu •ere. wbk:b shall opcnto as rental 
and cover the privi]cge of deferring the oommmccmcnt of a well for rwclvc (12) months from uld dale. lo like manner lll'ld upon lib paymmt, or teodcn the commmccmcnt of I well may be 
further deferred for like periods of the same oumba- of mooths successively durin& the primuy lcrm bc:rco(. 

4. PRODUCTION ROY AL TIES: Subject to the provisions for royall)' rccklctloos ICl out luubparagnph (6) of this paraer.pb 4, upoo producdoo of otl and/or ps. tho Lcueo q:recs to pay 
or caUJe to be paid to the Commlsslooer of the c.cneral Land Ofiicc In Austin, Tew, for tho uso and benefit of the Stnto of Texas, during the term hereof: 

• • • • , , ) OIL: As• royall)' oo oil, "'blch iJ defined u includina all hydrocarbons produced in a liquid form aa the mouth of the wdJ and aho all condensate, dblillatc, and other liquid 
,iyct,&arbons rccovcred from oil or ga.s run throush I separator or otbcf equ!pmcn~ u hcrcinallt:r provided, 1/3 pan of tho aroa production or the marlcet value thereof. 111 the option of the Lessor, 
'll9«-aluo to be dclcrm1ncd by I) the higbcsi posted price, plus premium, if any, offered or p,,ld for ofl, condcnsatc, distillate, or otha liquid bydrocarboru, rcspcctlvdy, ora bite type and gnvlty 

• J. ftie l cncnJ area wbc:re produced and wbcn nm, or 2) the highest mantel price thc:roof offered or paid in the &cncnl area where produced and when run. or 3) the VoU proceeds of tho sa.lo 
pr, whichever b the grcala'. Lc:sscc •area lhat before any gas producc,d Crom the land hereby lcucd Is 10ld, used or proca.,ed in a plant, it will be run free of CCIII to Lessor throush ., 
adequate orl and ps 1Cp9tator of convmtlooal type or olha equipment II lcast u cfficlcnt to the end thlll all liquid hydrocarbons rec:ovmible from the ps by such means will be rccovercd. Upoo 
"OM consent of Leu«, tho rc,quimnmt that such gas be run through aucb a ~or or Olhcr equlpmmt may be wai~ed upoo aucb terms and conditions as pracnl>cd by Lessor . 

•••• 
.(1J) ON-PR &OGAS: As• royalty on any ps (including Oared ps), which is defined u all hydrocarbons and pscouJ subsanccs not defined u on in subparap-aph (A) above, 

•: t>M from any well oo said land (cxccpc as provided bcrcin with respect tops processed in a plant fa, the extraction of pJOlioc, liquid hydroca,bocu or other products) 1/5 pan of the grou 
ynxluctioo or the man.ct value thereof, 11 the optioo of the Lessor, 1Ucb value to be based on the highest market price paid or offered for ps of companable qualiiy in the general area where 
"produced and when nm, or the gross price paid or olTcn,d to the producer, wblchevcr is greater provided thal tho maximum pn::ssure base in measuring the ps Wider this lease ClOlllnld s.lwl not II 

• • .._, lim~ ==-t.14.6S pounds per square Inch obsolu10, and the mndan:I base lctDP"ftlW'C shall be IUlt)' (60) dcgn,es Fabmthclt, CO<T<Ctloo to be mado for pn::ssure accordtng 10 Boyle's Law, and 
• . ~~11ic gravil)' IICCOl'dlna to test made by the Balance Method or by the most af'llC'(Md mdbod of testing being U5cd by the industry III the time oflCSting. 

• •••••• . . 
true and 6mreGt 

copy of 
Original filed in 
Reeves County 

Clerks Office 



(q PROCESSED GAS: A.J I royalty on any gas processed in I gasoline plant or other plant for the recovery of ga.soline or other liquid hydrocarbons., t/5 part of the residue gas and 
lhc liquid hydrocarbolls extracted or the marke1 value thereof, 11 the option of the Lessor. All royalties due herein shall be based on one hundred pcn:ent (100-/e) of the lola1 plant production of 
residue gas attributable to gas produced from this lease, and on fifty pcrttnt (SO-!.) Of that pcrttnt accruing to Lessee, whichever is the greater, of the total plant production of liquid 
hydrocarbons. attributable to the gas produced from this lease; provided that if liquid hydrocarbons arc recovered from gas processed in • pbnt in which Les.sec (or its parent, S1Jbsidiary or 
lffiliate) owns III interest. then the pcn:entage applicable to liquid hydrocarbons ahall be fifty percent (SO-/.) or the highest percent 1CU11ing lo I third party processing gas through such plant 
under I prnccs.sing 1grecmcnt negotiated ll 111Ds' length (or if there is no such third party, the highest pcn:ent then being specified in procusing lgl'CCIIICDts Of contracts in the industry), 
wbichevu is the putcr. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by I) the highest mdct price paid or offered for any gu (or liquid 
hydroc:uboru:) of complrable quality in the 1cncral Itta or 2) the gross price paid or offered for such residue gas (or the weigh led 1venge gross selling price for the respective grades of liquid 
hydrocarbons). whichever ls the greater. In no event. however, sh.a.II the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been 
proce,,cd. 

(D) OTIIER PRODUCTS: A.J I royalty oo carbon black. sulphur or any other products pn:)duccd or manufactum! from gas (excepting liquid hydrocarbons) whether u.id gas be 
•casingbead, • •my• or any other ps.. by fractionating, burning or any other processing, I~ part of gross production of such products. or the market value thereof, II the option of Lessor, such 
market value to be determined as follows: 

(I) On the basis of the highest mad.ct price of each product. during the same month in which such product ls produced. or 
(2) On the basis oflhe avenge gross sale price of each product for the same month in which such products are produced; whichever is the greater. 

(E) VARIABLE ROYAL TY: (i) Subject to the other provisions of this lwe, it ls hereby provided that in the event production in paying quantities is established pumiant to the terms 
of Ibis lease and such production ii brought on line and sales thereof in commenced within twenty-four (24) months of the effectiw date bcr-eof, the royalty rate provided herein ahall be 
n:duocd to 11. 75%, and shall 1PPIY to each subsequent well drilled and produced oo the land covc:red by this lease. Provided that, if durin1 such twenty-COW' (24) month term during which 
Lessee may eam I reduced royalty nte of ti. 75•;. u herein provided, Lessee should dn11 in good faith and complete the first well as • dry bole oa the land covc:red by this lease, Lessee may 
reccive I three (3) month extension or the teml in which to cam I mluccd royalty rate by giving notice to the Commissioocr of the Gcncnl l..ald Office, commencing dn11ing operations on an 
ldditioml well prior IO the expintioa or such three()) mooth period and prosecuting diligently and in aood faith the drilling of such addition.al well and completing same so that production in 
payin1 quantities is established and so that such production is brought on line and sales thereof are commenced prior to the expintion of such three (3) month extension period. 

(u1 la the event production in paying quantities is established pursuant to the t.crm.s of this lcuc and such production is brought oa line and sales lhcreof are commenced after the 
expintioo of twenty-four (24) months from the effective date hereof but prior to the cxpinti.oo o(forty-eight (-48) months &om the effective date bcrcof, the royalty rate provided herein shall be 
reduc:od ID 19.375% mu! sb,11,wly ID cad, ,ubs<quent well drillol mul i,nxh,col m the land co,e,ol by thu l<3SC. Ptovidol Ihm, ;r during IU<h lwcnty·fout (24) mmth lam during whkh 
Lessee may am I reduced royalty ntc of 19.375% as herein provided. Lcsscc lhou.Id drill in good faith and complde the fin.t well u I dry bole cm the land covered by thiJ lease, Lcsscc may 
receive I lbrcc (3) month cxtcn.sloo of the term in which to cam • ~ced royalty nte by giving notice to the C,ommissioner of the General Lmd Office, commencing drillin& opcntioos OD an 
ldditioa.al well prior to the cxpiratioa of such lhrcc (3) month period and prosceutiag diligently 1nd in good faith the drilling of such ldditional well and completing same so that productioa in 
prying quantities ii emblisbcd and ,o th.It such productioo ls brought Oil line and ales thereof se commc:nced pior to the apintioo of suc:b three (3) moath extensioa period. 

(F) NO DEDUCTIONS, ta,,e ...... thal all royalti<S accntlng 10 Lessorundc< thu le,,e sb,11 he without dolu<tioa "'the - of,,...iudng. nmparnng, mu! otho,wi,e maldos the 
oil. ps ...i other products produced hemmdcr rw, ror ale or u,o. ,• 

(C). ROY AL 1Y IN KIND: Notwithstlnding anything coo.tamed berciG to the contrary, Lessor may, It its option, upon not less lbl 60 days notice IO Lessee, require 11 any time or from 
limo 1o time dial payment or Ill or any royalties ICCl'Uing to Lessor under this lcuc be m.dc In kind witboae deduction for the cost of producing, pthering, atoring, aeparatin1, treltias. 
dehydrating. compRS.ffllg. processiag. nmporting and ochcrwbo nuking the oil, ps and other products pnduced bcmmder ready for sale or me. Lessor', ripl IO bke its royalty in kind 
&ball not ~inish or negate Lessor'• rights or lessee'• obligations. whether express or implied, andcr this lease. 

(II) "PJ.ANT FUEL AND RECYCLED GAS, No royalty sb,11 he poy,ble m 111y ps u m,y ffl"'SOOI this loaso's proporti ..... """' of sny fud mo! ID process ps produced 
bercwdcr in any pocessing planL Notwithstanding anything contained bercin to tho contrary, md subject to the coo.sent fa writin& of the Commiuiooer of Ibo Gc:ncal Land Office, ussce 
may rccyde ps for ps lift purposes oo the leased premises after the liquid hydrocarbc:m cootained in the ps hive been removed. and no l'O)'lltics shall be paylble oa the gu so rcqcJcd until 
such time U lhe ume may thereafter be prodqecd and sold or used by Lessee in such manner IS to entitle Lessor to • royalty tbcRoa under lhe roya]ty provisions of lb.is lease. 

(I) MINIMUM ROY AL TY: During any yca:r after the expintioa of the primary lfflQ of this lease. if this lcuc is maintained by production, the royalties paid to Lessor in no event shall 
be less dwl an mnouot equal to the total annual delay rcntll herein provided; otbervrisc. lhcre sh.all be due and payable on or before lhe la.st day of lhe mootb suoc:ecding the amuvmat)' date of 
this~ I IWD equal to the total mmuaJ rcntll lcss the unount ofl'O)'llties paid during the pm:cding year. 

(J) MARGINAL PROoucnoN ROYAL1Y: Upon Lessee's written application, the School Land Board may rcduoc lhe royalty ntc Kt out in this pan.graph andr'or the minimum 
royalty ICI out in su~ .,t (1) to mend the economic life of' this lcuc and CDCOUl'lg1I rccovay of oil or ps thal might ocbowisc n:main unrecovaed. Azry such royalty n:ductioa must 
coo.form to lhe requirements of any School Land Bosd ldministntivc, rules on this 111bject. R.oyl!ty ml)' not be reduced below the 1PPlicable lbtutor)' minimum. 

5. ROY AL 1Y PAYMENTS AND REPORTS: All royalties not bkcn in kind lhal1 be paid to the Commissioner of the Ocncnl Lmd Office 81 Austin, T eus. in the f0Uowin1 mmmcr: 
Plyment ofto)'llty oo poductioo of oil IM ps lb.all be as provided iD the JU)cs Id fonh in tho Tc:xu lttgistcr. ltDlcs cum:ady provide 11111 royalty on oil ii due md must be received in the 

Oeoa.l Lind Office OD or before tbc !llh day of the ICCODd mooth succ,cedin:1 tho mooth of production, mk:I royalty ca ps ls due md must be received in the Gcnenl Land Office on tit belore 
tho l!ltb day or the IC()OGd moath IQCCIC!Clding the moatb or production, 1CC01Dpmicd by the lffidavit of the owner, manager or other ~ agent, comp1etcd in tho rorm and manner 
p-escribcd by the Gc::ncnl Lind Office Ind sho-Nin1 lbe poss 1mount IGd disposition of all oil and ps prodootd md the market \IIJuc of tho oil Ind ps, logethcr with I copy of all 6:xtrrrttnh, 
mx,rds or reports confirming tbc poa production, disposition and market vllue mcludio1 gu meter reldings, pipeline receipts, ps line rcccipt1 and otha' cbccks or manonnda of 1mount 

,...i.-1 ood put loto pipolinos. bmks, or pools md ps lin<S or ps ,tonge, mu! my other ._,. or m:ords which the Gencnl uod Office - RqUho ID wrify the gross producdoa, 
~ffdhr. mlrkct value. In al.I cases tho IIUthority ot I managu or qent to Kt for the Lessee bercln must be filed in the Gcocnl Lmd Office. £,,ch royalty paymcnl &ball be ..::companied 
by #c:bttl stub, Khedu!e. awmury or other rcmlttaooc advice lhowin1 by the usigned Ocnenl Lmd Office lease number the 1mount or to)'llty being paid on each lease. JII.essec pays hiJ 
~ or hef°" thh1y (30) days after the royalty payment WU duo. then La,,e OWOI I penalty of 5% 00 the royalty or $25.00, which""' is pater. A royalty payment which Is over thh1y 
~4J!'sttc ithsll accrue a penalty ofl0% of the royalty due or $2!1.00 whichovor ls pater. lo additioo to a penalty, royalti<S sb,11 accrue iot=d ,ta rate of 12% peryoar, JU<h lotorost will 
begig acauing when the royalty Is sixty (60) dayt overdue. Affidavits and ,uJJPC)rting docwncots which ..e not filed wbeD duo sh.a.11 incur I penalty in ID amount ICI by the Gcnenl I.ad 
Office ldministntiw rule which ii dfccdvc, Oil the dato wbea the affidlvits ot supporting documents were due. 'The Lessee shall bcmr Ill r,:spoasr'bility for paying tit causing ro)'lltics IO be 
paicf4 ~ by the duo dale ptQVidcd herein. Payment of tho delinquency pca.alty shall in DO way opcnte to prohibit the Stm:'a right of forfcituro U p-ovidcd by law nor Id IO postpooc 
&e Uc oo which royal des were originally due. The above penalty provisiona sh.a.11 D011PPIY in cases of title dispute as to the State'• pcl1ioo of the royalty or to that portion of the royalty in 
j~e.': to fair mmkct value. 

• • I- (A) RF.SERVES, CONTRACTS AND OTIIER RECORDS: Lessee shall annually furnish the C.ommissioocr of the General Land Office with its best possi'ble estimate of oil and ps 
~ underlying this lease tit al.locable to this lease and sh.a.11 furnish uid c.ommissioocr with copies of all contncts under which gu ii sold or JWOCCSSec1 and all subsequent agreements Ind 

•am"d&:p.ts to such contracts within thirty (30) da)'l lfter entering into « miking 1Uch conncts, agreements or amendments. Such CXJGtractl and agreements when m:eived by the Gc:ncral 
US !>fficc shall be held in confidcnoc by lbe Gcnenl Land Offioc unless ochcrwisc authorized by Lessee. All other coatncts and records pertainin1 to the production, transporlltioa, sale and 

• far\ctag of the ot1 IDd ps produoeid oa uid prcmists. including the boob and ICCOUllts, receipts and discharges of Ill wells. tmb, pools. mctc:n, and pipelines shall II al.I times be subject to 
... -··· . ..,~ and exll'Tlin~on by the Commissiooer of the Gcnenl Land Office. the Attorney Geoenl. lhc Govanor, or lhe rcprcscatativc of any of them. 
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(D) ORJLLING RECORDS: Wnnen noooc of all opcratlODJ oo llus lease shall be submincd to the Commissioner of the Gcncnl I.and Office by l..cssc:c or opcntor live (S) days before 
-spud datc.·won:.0\/Cf, rc-a:iuy, lmlponry abandonmen1 or plug and abandocunen1 of any well or wdls. Such wnucn DOI.lee to the General I.and Office shall mcludc copies of Juilroad 
Commiuioo forms for applicstioo to drill. Cq,ies o( well tests, complctloo rcpons and plugging rcpons shall be supplied to the Gcncnl I.and Office u the umc they arc liled with the T cxas 
Rail.road Commission Les.sec shall supply the General I.and Office with any records, memoranda. acc:oun~ rcpons, cumngs and cores, or other anformatioo rclauvc 10 the opcratloo of the 
abo~bcd premises, wtuch may be requested by lhe Gcncnl I.and Office, in lddiuoo 10 lhose bcrcan expressly proY1ded for Less« shall have a.n electrical and/or radioact1vi1y survey 
made on the bore-bole JCCtion, from lhe base of the surface casing to lhe IOUl depth of well, of all "'dis dnlled oo lhe above dcsaibcd premises and shall lnl\Smll a uuc copy of lhc log of csch 
survey oo cscb wcll 10 lhc General I.and Officc within fifteen ( IS) days after lhc making o( said survey 

(q PENAL TI ES: Lcsscc shall incur a pen.ally whenever rcporu, documenu or other maccnals arc ooc liled in lhc Gcncnl Land Office "'hen due The pcnal1y (or late libng shall be sct 
by lhc Gcncnl Land Office adm101stnllvc Nie which u cfTccuvc oo lhe dale when lhc matcnals were due an the Gcncnl Land Office. 

1. RETA INED A R.EAGE: Nocwilhsta.nding a.ny provlsioo of lhi1 lcuc 10 lbe cootn,y, after a well producing or capable of producing oil or gas bas been completed oo the leased 
premises, Lcsscc shall cxc:rclsc the diligence or a rcssonably pnidcn1 opcn1or in drilling such additiooal wdl or wells u may be rcasoaably nCCCSSM)' '°' the proper developmcnl of lhc lca.scd 
premises a.nd in marlcctlng lhe productioo thereon. 

(A) VERTICAL: In the c:vco1 lbiJ lease is in force and cJTea rwo (2) years after the c,q,iranoo date or the prima,y or cx1cndcd tcnn 11 shall lhen tcmunate u Lo all of the ICSJ<ld pn:mlsca. 
EXCEPT ( I) •o acres SUtTOUDding cscb oil well capable o( produdng in paying quantities and 320 acres IWTOWldin& csch p.s well capable ofproduC111g U1 paying quantities (includmg a shut· 
in oll or p.s well u provided In Pangrapb 11 hC1'lOI), or a well upon wblch Lcssoc is then engaged in continuous drilling or reworldng opcmi011J, or (2) the number of acres included in a 
producing pooled unil pursuanl to Natural Rcsourccs Code SectiODJ S2. IS l· S2. I S3, or (3) such greater or lesser number of acres u may then be allocated for productloo purposes Lo a pnntioo 
unit for cscb , ucb producing well under the rules and regulatiODJ of the Railroad Commluioo of Tc,w, or any succc:ssor agency, or other governmental authorily having jwudlctioo. Within 
90 days of a partial termination of thiJ lcssc in accordaooc wllh this subparagnph and upon paymenl of the minimum filing fee JCt by Gcncnl Land Office rules in cJTcc:t a1 the time of the 
parti.al tamfoatioo, Lcsscc shall ha~ the righl to obwn a surface lease for Ingress and egress oo and aaoa lhc tcrmlnatcd ponloo o( the ICSJ<ld premises u may be reasonably ococ:s.sary for the 
contl.nuod opcmioo o( the ponlOOJ o( the lease remaining in force and c:Cfcc:t. If Lcacc falls to apply for a surface lease within lhe 90 day period spccwed above.. Lc:ucc ,uy apply (or a 
surface lease from the I.and Officc, bu1 the Land Commissioner bas the disactloo to gnnt or deny such applicatioo and to Id the fee for such surface lease. 

(B) IIORJ.ZONT AL: In the event thls lease is In force and cffcc:t rwo (2) years after lhe ctpu1tioo dale of the pnma,y or cxtcoded tcnn 11 shall further tcrminale u to all dcplhs below 
100 fcc:t below the IOUl depth drilled (bcrclnalla- "dccpcr dcplhs") In cscb well located oo aacage rculncd In Pangrapb 1 (A) above. unless oo or before rwo (2) years after the primary or 
cxtc:odcd term Lcsscc pays an amount equal to ooo-hal((l/2) o( the bonus originally paid u c:ocuidcntloo for thJs lease (u spccilied oo Pa&e I hC1'lOI). If such amount is paid, thJs lease &hall 
be in force and dfect u to such dccpcr dcplhs, and said termination shall be delayed for an additional period of rwo (2) years and 10 loog thcrcalla- u oil or gu Is produced in~& quantities 
from IUch dccpcr depths covered by this lcase. 

(q IDENTIFICATION ANO FILING: The surface aauge rculncd bc:rcu.odcr u to each well &hall, u ocsrly u pnctlcal, be in lbc form o( uquNC wilh the wcU localed In the ccn1cr 

thC1'lOf, or such other shape u may be approved by the School Land Doarcl. Within thlrly (30) days after partial t.ami.natloo. of this lease u provided herein. Lcsscc shall execute and record a 
rdCSJC> or rel cues containing a utls:factory legal dcsaiptioo of the aacage and/or dc:ptlu DOC rcained bcrcundcr. The recorded release, or a certified copy o( same. &hall be filed In the Gencnl 
l.and Officic, IOCOIDl*Ucd by the filing fee p,ua,'bod by the General Land Office rules in cffcc:t oo the date the release iJ filed. lfLcssec Cai.ls or refuses to ctccute and record such release or 
releasa within nloe(y (90) days after being requested to do 10 by the Oc:ncnJ l.and omcc, thai the Ccmmluiooer a1 his sole disa-dioo may designate by writt.co lrutrumen1 the a.cnago and/or 
dc:ptlu to be relCSJ<ld bcrcundcr and record such instrument al Lcsscds c:xpcnsc in lhc county or counties wbcro the lca.sc Is located and in the officlal records of the General Land Office and 
such dcsipiatioo &hall be binding upon Lcsscc for al.I putpOICS. lf al any time after the dfcc:tivc dale of lhe parti.al laminatioo provislOCIS baco(. the applicable field rules arc cb.lnacd or the 
wdl or wells loca1cd dH:n)oo arc rcclusl.Oed IO that lcss aacago is thcn:all.cr allocated to said well or wc1IJ for productloo purposes. thJs lease shall tbcrcupoo tcnninatc u to al.I acrcqc DOC 

tbctcallcr al.located to Aid well or wc1IJ for production purposes. 

a. OFFSET WELLS: If oil and/or p.s Jhould be produced In commcrclal quantities from a well localed oo land privalely owocd or oo Swc land ICSJ<ld al a lesser royalty, which well Is 
within ooc ~ ( 1,000) focc of the area included bcrcin, or wblch well is dninln& the area covcrcd by this lease, the Lessee ah.all, within sixty (60) day, after such Initial productloo from 
the drainlq well or lbc well localed within ooc thousand (1,000) fcc:t from the area covcrcd by this lcuc beglo In good Calth and prolCCU1C diligently the drilling o( an ot'ud well oo the area 
~ by lhlJ lcue, ind IUCb olfxt wt.I.I shall be drilled to sucli dcp(h is mi)' be occ,cmry lo prevent the undue dtilnigc of the arcs covered by thJs lc:asc, aod the Lcuec, manaaer or driller 
aball UJC.al.l mCSIIJ nccc:ssary In a good falth df0<1 to make such offict well producc oil ll>d/or gas In commercial quantitica. Ooly upon the dctaminatioo of the Coounissiooa- and with his 
written -.,p-oval, may the payment ot a com pcnsatory royalcy satisfy the obligatloo to drill III offld well or wellJ rcqulrcd Wider thlJ Pananpb. 

9. ORV IIO LEJCESSATION O F PRO DUCTION DURING PRJMARV T E.RM : I{, during the prima,y term hereof and prior to discovery and production of oil or gu oo Aid land, 
Lessee lhould drill a dry bole or boles lhc:rcon, or if during the primary lam bcrco( and after the discovery and actual productloo of oil or ps from the leased prcmJ.ses auch product.loo thaco( 
lhould ocuc from aoy cawc, this lcuc abalJ DOC terminate if on or before the c,q,iratioo of dxty (60) ~ from dale of complctloo of said dry bole or ocssatlon of productloo Lessee 
commences additional drilling or rcworlcing opcnll.iOOJ thcroon, or pays or tenders the next annual delay rental In the ume manner u provided In tbls lcuc. l(. during the la.st y- of the 
primary 1crm or within sixty (60) ~ prior thereto, a dry bole be completed and abaodoocd, or the productioo of oil or p.s Jhould cease for any cause, Lessee'• righu &hall rcmain in full force 
and dfcc:t without further opcnlioas until the ctplntioo of the prima,y lam; and if Lcsscc bas DOC resumed productloo In paying quantities at the c:xpiratioo of the primary term. Lessee may 
maintain this lcuc by cooducti.og additional drilling or rcworlcing opcntiOCIS pursuant to Paragraph I 0, using the cxpinlioo of the primary term u the date of ccssalioo of product.loo under 
Pan,gnpb I 0. Should the lint well or aoy aubscqucn1 wcU drilled oo the ahow dcscnl>od llrnd be completed u a abut-in oil or gu well within the prima,y lam baoo(, Lcsscc may resume 
p.ymmt ol the annual rental In the ame m.aonc:r u provided bcrdn oo or before the rental ~I date following the cxplratloo of dxty (60) days from the date of complcdoo of such abut-in oil 
or p, well and upoa 1bc wlurc to make auch pcymcot, this lcue aball ipllO Cact.o terminate. I{ al the ctplntioo of the prim.-y tc:nn or any time tbcn:aller a abut-in oil or p.s well is located oo 
the lcucd prcmixl paymcnu may be mlldc In accordaocc wilh the abut-in provislOOJ bcroof. 

10. ~ TION, OIULUNC, ANO REWORKING: I(. after the cxplncioo of the primary term. productloo ol oil or ps Crom the IUJCd prcmlsca, after oooc obwncd, ahould cease 
from m:y -. thlJ lcue aba1I DOC tcrmlnale It Leucc commCGCC1 addillonal clrfllfoa or rcworldng opcntiOOJ wllhlll sixty (60) daya allcr such cessation, and thlJ lcuo abaJI rcmain In full 
force IDd dfoct for ao long u IUCh opcndOOJ continue In aood faith and In woriananlilco manner without intc:nvptioas IOUllng more than dxty (60) days. I{ auch drilling or rcworlcina 
opcv,tl.w ,-,!1 In 1bc productJoo ol oil or gas, the 1caJC ah.all remain In fuU force and effect for IO loog u oil or ps is produced from the ICSJ<ld prcm.lJCS in paying quantities or paymcot of 
.hi\:._ °'1 « gu well royalties or payment of oompc:ruatory royaltlca Is mlldc u provided bcrdn or u provided by law. If the drilling or rcworlcing opcratlOOJ ,-,It In the complctloo of a well 
u a dr/Solc, lbc lcuc will DOC t.cmuna1c It the Lessee oommcoocs addillonal drillina or rcworlcing opcndOCIS within dxty (60) days after the completion of the well u a dry bole, and thl.a lcuc 
~ ~ In dl'cct ao looc u Leucc contlnoes dri.llfog or rcwondng opcratlOOJ In good faith and In a worbnanlikc manner without in1c:nvptioas 1otallng more than sixty (60) days. Lessee 
atuM-.f"" emtten DOCioc to the Gcncnl Land omoc within thlrly (30) daya of any cessation ol productl.oo. 

11, Ji,ll lTT· lN ROY AL TIES: For purposes of thls penaaraph. "well" means any well tbal bas been assicned a well number by the state agcocy havlngjurudicdoo over the production of oil 
ff s,... 1r It 111y time after the c,q,iratiOIII ol the pnmll)' term of a lea,c thlt. until being abut In. wu belna maintained in force and dfcc:t, a well aipable of producing oil or ps In paying 
quanb'\ies Is localed oo the lcucd prcmlscs., but oU or gas Is DOC being produced for laclc of suitable productioo fadlldes or lade of a suitable maricd. then Lcsscc may pay u a shut·ln oil or p.s 
A'W\¥..al amount equal to double the annual rental provided In the lease, but DOC lc:u than Sl.200 a r-ror cscb well capable of producing ol.1 or gas in paying quantities. To be cffcc:tivc, 
e*b infti.l shut·ln oil or gu royally must be paid oo or before: ( I) the cxpiralloo of the prim.-y tc:nn. (2) 60 dayw after the Lcsscc ceases to producc oQ or gu from the leased prcmlsca. or ()) 
60 4aya allcr ~ completes a drilling or reworidng opcntioo In acoordaocc wllb the lea.sc provisioo.J; wb.lcbcYU" date Is la1.es1. If lbe shut-rn oil or gas royalty ls paid, lhe lease aball be 
~ to be a producing lease ond lhc P'O'fflCOI aball extend the 1crm o( the lcuc (or a period o( ono 'fell from the end or the prima,y 1crm, or from the ftnt day or the moolh ro0ow1ni the 
'aTlli i. wblcb productlOII ocaJcd, and, after that, If no sultal>le productloo facilities or lllltablo marled for the oil or gu c:xisu, Lessee may ext.cod the k.uc for (our more auoccuiYO pc:riocb of 
ooe {1) year by paying the ume omount c,odi y- oo or bcfO<'C the c:xplntloo o( csch shut-in year • 

• ······ • ll. COMPENSATORY ROYALTI ES: If, during the period the lease Is kql( In cffcc:t by paymcot olthc shut-rn oil or p.s royally, oil or gas Is IOld and delivcrt>d lll piiyiila quantitie.s 
from a well localed wltbln ooc thousand (1,000) f cc:t of the ICSJ<ld prcmlsc.s and completed In the ume producing reservoir, or In any case In wblch drainage b occ:umng, the right to continue to 
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aalotaln the lc&SC by peying the ahut·tn oil or gu royalty ahall ocasc, but the lc&SC ahall remain cffccovc for the remainder of the year for "'b1cb the royalty has bcai paid The Lcsscc may 
' m&lnt.t.ln the lease for four more IUCCC.Uivc years by Lc:ssec pa)'lng compcnsaiory royalty II the royalty ra1e provided lD the I cue or the mll'UI value or producuon fiom the .. cu cau.stns the 
dnunagc or "''lucb lJ comrlcted in the same producing rcservotr and Wlthlft one thousand (1,000) f«t of the lused prcmuu 1bc compcnsalO<)' royalty IJ to be paid monthly 10 the 
Commwioncr bcsinrung oo or bcfcn the lui day of the mooth follOW1n& the month ID "'ilich the 0tl or cu iJ produced from the w..11 ta\lSUIS the drainage or Ul&I 1J completed III the same 
produCtng fCJCfWlf and localed wnlun one thousand (1,000) feet oflhc leased pmn1SCJ, ,rthc compcosat0<y royalty paid 1n any 12-month pcnod II lD an amoonl less th1D the 111111ual lhut·to 
oil or cu royalty, Luscc ahall pay III amoonl equal lo the diffcrcocc v.1lhin tluny (JO) days from the end of the 12-month pcnod, and none of thCJC provtSIOIU Wiii rchC'YC Lcsscc of the 
obl1p11on of rcuonable devclormcn1 DOI' the obhgallon IO dnll offset "'ells u rrovtded 1D N RC. Secuon 52.034, b°"'cvcr· 11 the dctcrm11111Joo of the Comauwoner, and wttb the 
Comm11S1onct's wnucn appoval, the paymcnl of compcnsa.10ty royalllcs ahall aausfy 1hc obhpllon 10 clnll otTICI "'cllJ Compcma10ty royalty payments ,.h,dt ""' not llmcly paid Wiii IICCnlc 
penalty and inlcrcsl III IIOC>CrdAocc w,th Pananpb 5 of lh1s lc&SC 

IJ. £XT£ SIONS: lf, 11 the cxptn11Jon of the pnmary lcrm ofth1s lc&SC, producuon ofotl or ps hu !IOI been obc.aincd oo the lc:ascd l'ffllllSCJ but dnlhog opcrallOIU arc bc1111 conducted 
thereon ID good faith and ID a good and wor\.manht..c manner, Lessee may, oo or bcfcn the exptraDoo of the pnmary lcrm, file ID the General La.nd Office wnltco apphcatioo IO the 
Commiu1oncr of the Ocncnl Land Office for a thuty (30) day extension oflhu lc&SC, -,iparucd by paymcrn of Three Thousand Dollen (SJ,000.00) 1fthu lease coven 11x hundred forty 
(640) OCl'CI or lcu and Six. Thousand Dollan (S6,000 00) if thu lcue covers more than six hundred forty (640) 11CrCJ and the CommUS1oncr ahall, ID wn11n1, ntcnd this lc&SC for a thirty (30) 
day period from and after the expiration of the pnmary term and so long lhcrcaficr u oil or ps is produced in payina quanotics; provided fllrthcr, lha1 Lcsscc may, JO Iona u such drill in& 
operations arc being conduelcd male like o.ppllcauon 1nd paymcnl dunn& any thirty (30) day ex1cndcd period for 1n addluonal extension or thirty (JO) days 1nd. upon receipt or such 
application and payment, the Commissioner shall, in writing. again ex1cnd lhb lcue '° that same shall remain in forc.c for such addluonal thirty (30) day pcnod and so loog thcruller u oil or 
gu is produced in peying quanlitica; provided, however, that thlJ lease &hall not be utcndcd for men tban 1 1oul or three hundred ninety (390) da)'J fiom and after the c~tioo of the 
pnmary term unlw production In paying quanutica has been obc.ained 

14. US'E OF WATER1 SURFACE: Lcssce ahall bavc the right 10 use water producod on aa,d land necessary for opcra11ons bcrcunclcr and solely upon the leased pratmca; provided, 
bow=, Leucc shall not we potable water or water suit.Ible for hve11ock or ungallOO pw1)0ICI for water flood opcnuons W1lhou1 the pnor wnttco conseru of Lcs,or S..b.)CCI IO 111 obllgadoo 
'° pey surf- damages. Lcucc ahall bavc the ri&ht to use so much of the surfACC of the land !hat ~ be rcuonably nc:ccssary for dnllin& aod opcrallllS -111 Md ll'IAlpOrllll& and martcwia 
tbe production therefrom, such u.sc IO be conducted under coodltlons of lc&Jl Injury IO the IUl1'1ec of the land. Lcssce shall pay surf1ec damqcs ID an amoonl act by thc General Land Office 
rec ICbcdule which is dfoctivc oo the date wbco the IICllvity ""l'UMI the payme111 of aurface damagca oec:un. 

IS. POLLIJ flO : Lo devcloplna thlJ aiu, Lessee lhall use the higbesl dcp-cc or care and all proper sal'cau,vds IO prevcat pollullOCI. Wilhou1 lim111n1 the forc10U1&. polluboo of coutaJ 
-1aods, nacw-al watcrwwys. rivcra and impounded water lhall be prevcalcd by the use of cootalnmall f1cihtica JUflicico.t IO prevent spillap. acq>&&c or pound watcr coownln.11.ioa. Lo the 
c:YCDI of pollution, Lessee abalJ use all means II ill dlspou.1 IO n:alpCW'C all c:scapcd bydroc:an>on.s or other pollutant and abalJ be rcspoosl'ble for all damage IO public and pn"91c properties. 

(A) UPL.AN'O : Lcucc lhall build and nwntaia rcncca around 111 1h1sb, sump, and ~ pits and tanlc baucncs so u lO procea liYCJt.OCk apuu:t lou, damage or mjury; and upon 
complcdoo or abandonment or ony wdl or wdlJ, Lessee ahall fill and level all alush pits and ecllan and complctdy dean up the dnllins "te of all nabbuh ~ 

(B) 5UllMERCE.D LANO : No ducbargc of solid waste or prbagc lhall bo allowed into Swc water, from 1ny drillina or support vesscta., produc:uon plllform, crew or supply boet, 
barge, jack-up ri1 or olhef' c,quipmcot located on tbe leased area.. Solid waste abalJ lnc;lude but ahall DOI be limilcd to coolaincn., equipment, nabbuh, plutlc:, glus. and any other 111&11-made 
non-biodegradable itaru. A dp must be displayed in a high traffio area oo all YCSXls and mannod platforms ,u11in1, "DIJcbarge of any solid waste or garbaae inlO Swo W11cn fiom veudJ 
or platfomu lJ mictly prolu'blted and may subject a State of Texas lcuc to forfeiture .· Such awcment abalJ bo in lettering of II ICUI 1 • in me. 

(q RJYE.RS: To the CX1Clll llCCCUII")' 10 proven! pollution, the prvvulons found in subacc:llons (a) and (b) ofthlJ paragraph ab.all alJo apply IO rivcn and rivabeds. 

(D) PENAL TY: failure IO comply with the rcquircmcnts o( thlJ provirioo may rcsuh lo the awtlmum penalty allOW<ed by law includins forfeiture of the lc&SC. Lcsscc lhall be liable for 
the damages caused by IUCh Cai.lure and any coau and upaucs incutTCd in clcanlna 11tCU a.O'cdcd by the duchlrged waste. 

16. IDENnFlCA TION MAJUCERS: Lcuc,c lhall ~ 11 a dlmooc 001 10 acced IWCDl)'-flYC (2S) feet from cacb well oo die premises covered by thlJ lease, a ICl)'ble lip oo v.--bld, 
ah.all be ICaled the name ol the opcn&or, die lease dcsignalioo and the wdJ Dumber. Wbcrc rwo or more wdJs oo the aamc lcasc or ,.'bcrc wdJs oo rwo or more luscs erc connect.cd to lhc same 
!Ink t.ucry, wbclhcr by individual flow line cooncctions dirca IO the tanlc or lanXS « by use or a mul1.1ple bcadcr l)'Slall, cacb line bdwccu cacb well aod JUCb tank or bcadcr aball be tcp'bly 
Identified at all timca., either by a firmly 11Ulebcd II& or pl.ate or an Klcooficatlon property p,w,lcd oo such line at a dastJIDcc DOI IO exceed three (3) feet fiom such Wik or licadcr COOIICICUOIL 
Said dgm, tap, pllles or other ldcudficadoo marl.era shall be malntlllled in a k11ble c:ooditloo dlrou&hout lbc 1crm or tbla lcuc. 

17. ICN ~ Em'S: The lcuc may be UMs(crred II any time. All transfers must mc:rcncc the leuc by the file number and mUSI be recorded in the cow,ty wbcn: tbc aru lJ localed, aod 
the recorded transfer or I oopy ecrti.fied IO by tbc County Ocrlc or the COWi.i)' wbc:rc the lnnS:fer la rcconlcd musi be filed lo the Gcocnl Land Offioe witb.lo nhicty (90) days of the cxccutioo 
dale, u provided by NJLC. Seetioo Sl.026, 10COC11panlcd by tbe filtng fee prescribed by the Gcocnl Land Office rules in dTcct oo tbe date of rccdpe by tbe Gcocnl Land Offioe o{ such 
transfer or certified oopy tbcrcof. EYC:r)' transferee ahall succeed to all ri&hts and bo JUbjcct IO all obligation.a, lilbihtics. and penalties owed IO the Swc by the originaJ lcacc or any prior 
lran.Sfcrcc of the lcuc, lncludlna any liabilities IO the It.Ile for unpaid royaltica. 

11. RELEASES: l...csscc may release the rights gnnlcd bcrcundcr IO the SI.lie II Ill)' lime by recording tho rclcaJC lo the cowuy wbcrc tbla area lJ aitualcd and flllna the rcconlcd rdcue or 
ecrti.fied oopy of same in the Oc:ncnl Land Office witb.lo ninety (90) days after its mcutloo accompanied by the filing fee prcacn'bcd by tbc OcncnJ Land Office rules in dJ'cct on the date of 
rcodp1 by the Oc:ncnl Land Office or JUCb rclcue or ccrtiiied oopy thereof. Such rclcuc will ooc haw the dJ'ca of rclcuin& Lcsscc from any li.lb!lily lhcraofore IOaUCd lo favor of the SI.lie. 

1'. UEN: Lo aooordaooc witb NJLC. Soctioo 52.136, the Swc aball have a fint lica upon all oil and ps produced from the area covered by tbla lcuc IO ICCQl'C plQ'tllc:nt ol all unpaid 
royalty and ocher 1W11J o( money that may become due uodcr thlJ lcuc. Dy aoccptaocc of this lease, Lcsscc grants the Swc, in additioa IO thc lien provided by N.R.C. Section .51.136 and any 
other ll)pllcable IWIIIOr)' IJcn. 111 c:xprw cootnctUal Uca oo and security lola'cll in all lcucd m.incn1a in and c:xtnclCd from the lcucd pn:m.bcs, all ~ v.-'bkb DUY IIOa'\IG to Lcacc 
from cbe aalo or such lcucd mlnoals, whdbcr JUCb ~ arc bcld by Lcuco « by a third l*t)', and Ill fixtutts oo and lmprovcmco.tJ to cbe leased pmniJcl IUCd In QODllcctlon wiih the 
~ loo or pr,>ec:NUII of JUCb !cued mlncnls in order '° ICQll'CI the peymc:nt or all royaltlca or ocher amounts due or IO bcoome due uodcr thlJ lease and IO aoc::urc PIQ'fflc:nl oJ 111y damages or 
io. ~ ~ may ,uJTc:r by IQJOO al Lcs.scc's brcac:b of 111y OOYUU111t or condatloo al thlJ lease, Y<iw:tbc:r cxpras or Implied. lbls Uca end aocurity lntacsl may be forccloecd wilh « 
wit&iut&,un proccc,dinp la tbc m- provided in tbc Tille I, a...pccr? oftbc Tc:xu OIISIIICII and CommCRC Code.. Lcucc IIIJ'OCS !bat the Commlsaloocr auy require Lcacc IO CX"CQllc 

""'~ JUCb WU\lmallS U ma)' be rcuooabiy nCCCSSIII')' to acknowtcd&e, ltlaCh or pcr{cct thi, llca. Lcsscc bcreby rtprCICDlS wt tb<:n we ftO prior or ,upcrior llc:m arum& from and 
rcla i ~ ·s vitles upon the abovo-dc:sc:n'bcd propcrl)' or from Lessee's .oqulsitloo o{ tb.iJ lcuc. Sbowd die Commissioner II aoy time dcunninc !bat thlJ ~talion II OOI true, 
then~ Commluloocr may declare di.ls lease rorfcilcd u provided bcm4. 

16..:~R.Fl!rTUR.£: 11!1..cssce shall fall or rcf\lJC IO make the paymenl of aey sum wilhl.a tblrl)' (30) days al\cr It bcoomes due, or if Lessee or an lllllhorir.cd agcot lhould kDowlnalY mate 
:ey 1:IJe = or Cal.sc report oooccrnlna production or drillina. or if Lcaacc ab.all r.u or muse IO ck-ill any ofrsct well or -u. in aood faitb u rcqulrnd by law and lbc nales and rcsu,l.aliool 
~ ~ the Commluloocr or the OcncnJ Land Ofilce, or if Lcssce llhould fall ID me rcporu ID die llllDllCI' required by law or ran to comply wilh rulca end rcsvJidons promulpu,d by the 
Otnc:ra1' Cand Office, the School l..aod Board, or tho R.allroad Commlulon, or muse tbe proper authority accc:ss IO the records pcrtaln.ing IO opcntlons, or if Lessee or an autborir.c:d agcot 
abq,ld knowingly fail or refuse IO givc oorrcct informatioo IO tbe proper authority, or lcnowingly (ail or rcl\asc to furnish the OcncnJ Land Offioc a oorrcct logo( aey well, or if Lcucc abalJ 
~llslY violate 1ny of the mllcnal provisions of thlJ lc.uc, or if thlJ lcuc lJ uriped and the wlpmen1 b noc filed lo die General Land Office u rcqulrnd by law, the rights aoqu1rcd Wldcr 

"lhJJ lei. ahall be subject lO forfdture by tbe Commissioner, 1nd be abalJ forfdt aame when auffidcntly informed of tbo facu which autboriu I forfcilun:, and whco forfeited tbe area &hall 
apl.8 ic aubjcct IO lease IO lhe highest bidder, under tbe same regulations oonll'Olling the origuu.l sale of lease,. llowcvcr, oothlng herein lhall be OOllJIJ'llcd u waiving the automatio 

•ffl~OO of lhh lcuc by opcntlon of law or by reason of Ill)' spcclal limilatloo 11ruin1 hereunder Forfcillll'U may be Id uide and thlJ lease and all ripll lbcmmdcr rdJIJIIICd bcfcn the 
,.~. i~ · ~er lntcrvmc upo:i utlsflC:tOry cvldc:occ to the Commissioner of the OcncnJ Land Office of fuiw-e compliance w,th the provisions of the law and o(thlJ lease and the rules and 
rccuJations thaa may be adopt(d relative hereto. 

4 True and Correct 
copy of 

Ong,nal flled ,n 
Reeves County 

Clerks Office 



. l l . RIVEROEO TRACfS: In the evait tlu1 lase covcn I nvcrbcd. l..csscc u hereby ip«dically gnnted the ngbt of cmu,cnt clom1111 and cooclcmnation u J'C'OVldcd f« m N R.C 
Scctlons Sl.o92-Sl.093. u I pan of the coosidcrat,on mov,ng 10 Lesso< (Of the covenants here.to made by Lessee 

ll. APPLI OLE LAWS ANO ORILLI 'C R£STRICTION : Tb,s lease &hall be subJ«t lo all rules and rccutations, and amendments thcrdo, promulpted by the Commtssiontt of 
lhc General Land Office go"crnmg crillmg and producmg opcnuons on Permanent frc,c School Land spc,c.tflcally mcludutg any rules promulgated lhat re.Ille to plans or opc:rauons, payment of 
royal1JC1, and 1udmn1 proc:cduru. and &hall be subj«1 10 all ocher valid 11atu1cs, rules, rcgulauons, onkn and ordinanca lhat may 11Tcc1 opcrauons under the J'C'OVIStonJ of tbu lus.: Wnhout 
hm11Jng the generality of the foregoing. Lessee here.by agrcu, by the accq,taDc:e of tbu lus.:, to be bound by and 1ubJCC1 to all lUIUIOfY and rcgulllOf}' provcsiom rc.1.tUna lO the Gcncnl Land 
Office', audit t,,lhna notice and audit bcanngs proccdwu Said J'C'OVUions an: cum:otly found 11 )I Texas AdmcnistraUve Code, Otap1cr 4, and Texas Narural Resources Code Sections Sl.lJS 
and 52 137 through Sl. 140. In the C\<COI thla lcuc coven land francluscd Of leased Of ochaw11c used by I navigauon diffllct Of by the Unncd Swea fOf lhe purpose of nav,111100 Of otha 
purpose incident 10 the opcrauon of I pon, then Lessee &hall DOI be cnotled to cntct' Of plllJCSS aucll land ,.,thout priOf approval u provcdcd undc:r Section 61 .117 of the Tc:xu Wata Code, but 
Lc.SkC &hall be cnlltled to develop such land f« Oii and au by dirccuonal dnUmg. prov,dcd. ~. that no surface dnlhna loc:auon may be nearer than 660 feet and apecial pennt.Mion from 
the Commluloner of the General Land Office is neceswy to male any aurface localJOII nearer than 2,160 feet mcaswcd 11 nalll analca Crom the nearest bull..b~ hoc or from the~ 

drodgod boctOfD edge of any channel, al,p. Of turning butn which has been authonud by the United Swes u I fcdcn,t J'l'OJCCI fOf future COI\JtNCllon, "'luchevcr ts ncarc:r 

13. R£1, t0VAL 011 EQ I PM ENT: Upon the tcnn-tloo of tbls lcuc fOf any cause, Les.sec &hall DOl. ID any C\<cnt. be permitted to remove the camg or any pan of the eqwpmcn.t from 
any producutg. city, Of ahendoned well or welb Without the W11ltct1 consent of the CommWIOOct' of the Oc:ocraJ Land Office Of bis authoru.cd rcprcsa1111lve, oor aba1l Leuce, Without the 
wrilk11 eonKOt of uid Commwiooa Of his au.thonud rqnacntll.ive remove from the leased prcmlSCI the cumg Of any ochct' cqwpmcnt. mllcn.al, machmc:ry. apphanca Of propcny owned 
by l....cssce and used by LcJsce lo the ~lopmcnt and product.too of otl or g:u therefrom unol all dry or abandoocd wdb have beat pluaaed and untJI all slush or re.fuse pits ha~e beat properly 
filled and all bl'Olcco or diSCM<lcd lwnbcr, mllChloc:ry, or debris shall have been removed Crom the pmn1sc:s 10 the urisfac:non of the 1&1d Commiuiooa Of bis authoriud rcpraaiWJve. 

14. FOR MA.JEIJRIE: Should Lessee be prcvmted from complying with any express or implied CXIVCIWlt of this lease, from c:ooduC1JJ11 dnlling opcnbons tbcrcon.. or from produan1 
oO and/or g:u thcttfrom, a!ta dJ'ort mMle lo good faith, by l'CUOG of war, rd>dlion, riots, llnlcs, fires. IICU o( God or any order, rule or rcsulllloo of go"crnmcntal autbonty, then while IO 

pm,a1ted. 1..,cacc•, obliplion to comply with such oovenant aha1J be suspcodcd upon proper and AUJf'actocy proof prcseotcd to the Commiulooa of the Gcocral Land Off1ee lo support of 
Lc:sscc'• oontcotlon and Lc:ssce aha1J DOI be liable (Of damages for failure. to comply thc:Rwith (c:xcq,t In the evait of lease opcndons IU,pcndc,d u provided lo the Nies and rcauJatioos 
acloplcd by the School Land ~ and this lease shall be extended while and ,o long u Lcuec b prcva,tcd. by any IUCb cause, Crom drill1111, reworlcina opcndoos or produc:uia on and/or 
ps Crom the leased premises; provided. however, lba! nothlna badn'1hall be COOJU'UOd to awpcnd the payment or rcotals durina the pnnu,y Of extended tct'ffl, nor to abndcc Lessee'• n&111 to a 
auspcnsloo under any applicable lltllute of tbls State. 

1S. LEASE SECURITY: L.csscc &hall take the blgbat dcgrco of can: and all proper ul'cguards to protect said prantSCI and to pm,a11 then of otl, pa, and otha byclroc:art>otu produced 
Crom said leuc. Tbb Includes, but I~ aot limited to, the Installation of all oeca.u,y eqwpmcot. -11, locla., Of otba appropri.ate procective dcvloea oo or II all acccu polnu II the lease', 
production, gathcrlna and sionge l)'llcmJ wbac then ofllydroc:arboos can occur. Lcssoc &hall be liable fOf the loss of any bydrowbons resultlna Crom thd\ and &hall pay the Stale of Texas 
royaltlcs thereon u provided herein oo all oil, au or othct' bydrowbons loat by l'CUOG o< then. 

16. REDUCTION 011 PAYM ENTS: lt, durina the pnma,y tcnn, 1 portloo of the Wld ~ by this lase la included Within the boundaries of I pooled unit that bas been approved by 
lhe School Land Board In accordance with Natural lwourccs Code Sections 52.ISI-Sl. lSl, or if, .i any lime afta lhc cxpiradoo of the primary lct'ffl ClC' lhe cxt.cndcd tam, tbls lease COYCn a 
1csscr nwnbcr of acres than the tocal amount dacribcd bct"eln, paymcou that are made oo a per acre be.sis bcrcundc:r ahall be roduced acoordlna to the ownbcr of acres pooled. re.leased, 
aum:ndcnd, « otbawlse ecvcrcd, eo that paymcolJ dctctmined oo I per acre bub under the tam1 of thls lease during the prima,y tam aha1J be calculated based upon the ownbcr of aau 
ouuide the boundaries of I pooled unit. or, If af\a the cxpirttion of the pnma,y tcnn, the nwnbct' of ..:res actually retained and covacd by tbls lcuc. 

17. ESSORS ANO ASSIGN : The covenants, oondltlom and 1crccmcn11 oontalnod bcrelo &hall extend to and be bindma upon the beln, c:xec:uton, admlnlstnlon, IIICClCSIOl1 or 
asalgns nfl..aKc bcrdn.. 

14. ANTIQUmES CODE: 1J1 the event lba! any feature or archeoloalcal or blstorical inla'CSl la CIIOOWltcrcd during lhc ac:dvitics authorwd by tbls lcasc., Lcucc will immcdlaldy cease 
ectl\litlcs and will lmmcdletcly DOlify the Oc:ocraJ Land Off.tce and the T cxas 1-0slorical Comm1uloo IO that adequate mcasurea m-r be undc:nab:o to protect or l'CCOVU' such cliJoowrica OI' 

filldillp, as ll'PfOPl1M Leucc It expressly placed oo nodcc of the Nltloo.al I llslorical l'tucrvllloo Act or 1966 (P0-&9-66. 80 Stal.Ulc 915; 16 U.S.C.A. H O). 1-lhall comply with chc 
Antlquitics Code orTcw. Oi.apta 191, N11ural Ruourccs Code, u amcodcd.. 

i,, V£N\JE: i- and lcasc,c, lncludlna lca,w,c'1 ___,... and aulgns, bcr'Cby avc,e that Ya1u.e fDf any dispute arislna out o< • provWon o< tbls lease, wbelbcr cxprea or Implied. 
regarding intapretllioo of tbl1 lease. or rdatlng In any wry to this lease or to applicable case law, IIMUlcs, or minislntive rules, &hall be ID • cowt of compctc:Dl jwudK:tion located In Travis 
County, Swe of Texas. 

30. L E YILINC: Pursuant to Qi.apter 9 of the Tex. Bus. ct Com. Code, this lease mWl be flied of record co the office of the County Oen: ID aoy county In which all ClC' any pert of the 
kaJcd premises Is locllcd, and ccrti.fled copies thcroof mu.st be filed lo the Gcncral Land Office The praa,bcd fihna fee ahall ecoomp.ay the ccrWled copies acnt to the General Land Office. 

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

.... . . .... . 
•••••• • • 
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• . · .. ~{ . 

• JI, EXECUTION: This oil and gu lease must be signed 1nd acknowledged by the Lessee before it is filed or record in the: county rocords and in the Gcncni.J Land Office of the State of 
• Texas. 

STATE OF __ .:.;TE::X~A::Sc.._ ____ _ 

COUNTY OF,_--'-'M.._I De,LA=N:.eD ____ _ 

TITAN RESOURCES, L.P., By and Through Its ~:s·::zz::;~c. 
Dan P. Colwell 

TITLE: Yi ce President - Land 

DATE: ___ ..:S..:•.:P..:t..:eccmc.bc.eo..r..c2::5:.,._1..:9..:9..:Bc._ __ 

PPROVED 

Cont,nb~ t.,:,I 
DC 
SD 
[,., ---

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, lho ao&mgnod authority. 00 this day penon.,lly oppea,cd, __ D_AN_P_._co_L_W_E_L_L __________ _ 

mownklmoklbolhoponaa wboseaame b 01bscn'l,od kllheforogoing insbumen~u, _ _:_V.:.I C.:.E_P_R_:E.:.S.:.ID.:.E:..N.:.T_·_LA_N_D ______ or Tl TAN RESOURCES I, INC., 

_c_e_n_e_r_a_l_P_a_r_t_ne_r_o_f_T_I_T_A_N_R_E_s_o_u_R_C_E_S_,_L_.P_. __________ __,andackoowlcdgcdtomethllheexecutedthcsame 

for the pmposcs and c:onsidcratioa therein expressed. in the capacity staled. and u the act and deed or said corpontioa. 

Given under my hand and seal or office this the 25th 

STATE OF·-----------
COUNTY OF _________ ~ 

••• 

day of September '!jif 2fij/.J_ 
N~ 

(INDIVIDUAL ACKNOWLEDGMENT) 

• • • •• • Before me. the undersigned 111thority0 oa this day penona]ly appeared. _________ -'------------

•••• 
~ tome to be the pcnom whoso a..mu:s .-e subscn"bcd to the foregoing instnunent.1Dd acbowlcdgcd to mo that lbc:y executed the 
same for lie purposes and coasidcndoa tbereia expressed . 

• 
•:•• Oivcnundc::rmyhandllldsealofoffiocdtisthe, _____ c.._dayof _____________ ~ 19 ____ ~ 

•••• 
• •••••• • • 

• 
•••• • • •••• ..... : 
• • 

, 
6 

r 

Notary Public in and for, ____________ _ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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Lease Number Book/V, 1 Page Entty County I Pariah tate 

TX299 - 1 09 - 150 - 000 -00 78 35 2 51202 CULBERSON TX 

Lease N me I State of Texas I L'"ase Date I 08/04/98 

Legal Description 

c ·t1on 4 0, Block 5J, Puhl1c School L.,rnd Sure hu and Reeves Coi,ntles, Texas, ~onta1n1ng epp,ox1mately 6,0 acres as s t wn 

on the Off 1c1a I M<1p of Cul bet son and Reeves Counties on file 1n the Texas General Land Otf1ce , Austin, Texas 

990563' 12 

PROSPECT TX29 9 - PARAGON INDIAN/ST/ F~ .. .. ) 

l'dyec s A ount Number AmOunt 

State of Texas ~x64 0 . 00 
General Land Office 
1700 N. Congress Avenue 
Austin , TX 78701 

7 1 ={-an /2.(:${)U r ce .s l(' /a! 
RN - Period Beg . 0 8 / 04 / 1999 DELAY RENTAL CHEC!s M 1 00 422 

IN _RUCTIONS TO DEPOSITORY You ha ·1e. t.e•n J<!Hyn , ted as depository to, the abOve described po1yment Please c,edtt the proceed• 
there t to the parties named .. nd 1n the .. mounts indicated Should any di tf iculty of any nature arise, DO NOT RETURJ'I our check, but 
mak~ •'• • • deposit to the credit a t t he party named 1n;, speci l account , anl advise us 11s soon as possible t o r t urthe , lnstructtons . . . . . . . . . . . 

•• • 

. . . . 
• • 
••• . . . . . . 

100422 



.... . . . 

.... . . . 

.. .. . . . 
• •• . . . 
• • • 
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Check # 101234 I nire Re soufcP .s L,/ \ 
Pror,erty Id / MMS Eff. Date Record ing I nformation State County / Parish 

. 1')(299· 109· 150·000·00 08/04/1998 11/21/98 BK 78 PG 352 ENTRY 51202 TEXAS Culberson 

M IJ<J60() 

Property Nam e / Lessor 

Commissioner or the General Land Office of the State of Texas 

Property Legal Description 
Section 40, Block 53, Pubhc School Land Survey, Culberson and Reeves Counties, Texas, containing approximately 640 acres as shown on the Ofhoal Map 
or Culberson and Reeves Counbes on file 1n the Texas General Land Office, Austin, Texas 

x [94 O,iJJ Ot! C1084 
Payee Name & Address SSN/ Tax I d Number 

Stale of Texas, actmg by and through the 
Commlsstoner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
Al.:;U:,, Th 78701 Account t-iumbcr 

Total Bank Charges 
0.00 

Payment Pe nod Payment Amount Bank Service Property Property 
Due Date (in monU,s) Description Due Charges Sub-Type Sub·ld 

08/04/2000 12 Delay Rental 640.00 0.00 

I I 0.00 0.00 -.... • . .... 
"L} - • 0.00 0.00 . . .. . r~ .. 0.00 0.00 .. . • • • . . . 
t"I 0.00 0.00 

•• . . . •• • 
Instructions to depository: you have been designated as depository for the above descnbed payment(s). Please credit the proceed6 thereof to the parties 
named and 1n the amounts 1nd1cated. Should any difficulty anse, make the depos1t 1n a speoal account, and contact us 1mmed1a~el~ ~ 1 Q 12 3 4 

' 



ci z 
(.) 
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.... . .... .... . .... 
.. . 

• • • .. . . . . 
• • .. 

.. . . . 



Check # 102567 
Property Id / MMS Eff. Date Recording Information State County/ Parish 

TX299 109-150-000-00 08/04/1998 11/21/98 BK 78 PG 352 ENTRY 51202 Texas Culberson 

M 99609 

Property Name / Lessor 

Commissioner of the General Land Office of the State of Texas 

Property Legal Description 
Section 40, Block 53, Public School Land Survey, Culberson and Reeves Counties, Texas, conta1n1ng approximately 640 acres as shown on the Official Map 
of Culberson and Reeves Counties on file In the Texas General Land Office, Austin, Texas 

Payee Name & Address SSN/Tax Id Number 

State of Texas, acting by and through the Comm1ss1oner of the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Austin, TX 78701 0.00 

.p (,vt ~ ~O)ifUS ~1 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 I 0.00 0.00 1 A ll .. 

I ....... . 
I I 000 0.00 

O L) •••• . • . .. . 
I I 0.00 0.00 . l I \ -

i () L\V 
. . .... . 

I I 0.00 0.00 ( \ .... .. 
- • 

UTU4~J68 
-

Instructions to depository: you have been designated as depository for the above descnbed payment(s). Please credit the proceeds thereof to the parties 
named and 1n the amounts 1nd1cated Should any difficulty anse, make the deposit 1n a speoal account, and contact us 1mmed1atfvJ ~ 1 Q 2 5 6 7 



•••• • • •• 
• 

•••• • • • ••• 
• 

•••• • • •••• 
• • •••••• • 

File No. JJJF& 9f/6a f 

q@st, Commissioner 

BY~~~~~!tl!L_'-"=-~~~~~~~~ 

7. 



Check #9901471 
Property Id / MMS Eff. Date Recording Information State Countv I Parish 

TX299-109- tj0-000-00 08/04/1998 11/21/98 BK 78 PG 352 ENTRY 51202 • • . . . . • • l ~ S Culberson . . . . . . 
M 99609 • . . . . • . . . . . . . . ... 

Property Name / Lessor 

Commissioner of the General Land Office of the State of Texas 

Property Legal Description 
Sectlon 40, Block 53, Public School Land Survey, Culberson and Reeves Counties, Texas, containing approximately 640 acres as shown on the Offioal Map 
of Culberson and Reeves Counties on flle In the Texas General Land Office, Austm, Texas 

02U4~~26 

Payee Name & Address SSN/Tax Id Number 

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

/d 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 . 
LJ 

I I ,·, 0.00 0.00 - - e,v \J') 

I I ... 
' 0.00 0.00 . Ill 

·,.:.. v (() L,' v {>--. 
I I ' 

..:P 0.00 0.00 /\ 

(. 
, 

-Instructions to.deposito,'y: you have been designated as depository for the above descnbed payment(s). Please credit the proceeds theff10µ0A1~ ~ 
named and In the amo\!!)ks Indicated. Should any difficulty anse, make the deposit In a special account, and contact us 1mmed1ately. ~ j U .l q. ( 1 



. . • . .. g, 
. . . . . . • 
• . . . . . . . • • . • . . • ... . . . 

By 
hurst. ~ -e-r --


