STATE LEASE MF099609

A

CONTROL BASEFILE

04-4124 LRI — CULBERSON
04-19868 TO2 1228 — REEVES

SURVEY : PUBLIC SCHOOL LAND
BLOCK i 53

TOWNSHIP 3 m00
SECTION/TRACT: 40
PART :

ACRES : 640.00
DEPTH LIMITS : NO

Rentals: 15' = LESSEE : TITAN RESOURCES
LEASE DATE : Aug 04 1998

Lease PRIMARY TERM : 5 yrs

Admin: K O BONUS ($) : 16627.20
RENTAL ($) : 1.00

Mineral = ROYALTY : 0.20000000

Maps : p VAR ROYALTY
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APPLICANT
AGREEMENT

APPLICANT
IDENTIFICATION
TO APPEAR ON
LEASE (type/print)

AREA
DESCRIPTION

L
- .
. se

“LIBID
«  SUBMISSION

039603

AUGUST 4, 1998
MINERAL LEASE BID APPLICATION
Texas General Land Office ED - CA-040(8-93)

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

TITAN RESOURCES, L.P.

Name

Addiess 500 W. TEXAS, SUITE 500

City MIDLAND  geate TX Zip 79701
(Include +4 Code)

Telephone ( 913 498-8600

Culberson/Reeves Public School Land
County(ies) Survey/Area
53 40 (If Applicable) 640
Block/Tsp. Section/Tract Acres
(If Applicable)

(A) Cash Bonus Enclosed ()

(type/print amount below)

Li¥

avie $16,627.20
(B) Sales Fee Atached ($) (type/print amount below)
e, $249.41
v e This Sales Fee is 1 - 1/2% of the cash bonus as provided in Section 32.110 of the
Natural Resources Code as amended.
MGL. NO. APPLICANT (same as above) BONUS AMOUNT ONLY (A)
13 TITAN RESOURCES, L.P. (Do Not include sales fee)
S - (9)16,627.20
ARUIEAST
TAX LD. # | SSS——
SIGNATURE OF
AGENT Ctorr &

(type/print below)

John E. Lodge
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Augtin, Texas
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OIL AND GAS LEASE
NO. M-99609

Vﬂmwbh'ru-ﬂl.ilmcwmn.33.![.ﬂ0wnm&bﬂﬂ(ﬂmmmmu-ﬂmxMlbjeclhﬂ
nuqdwwwumdho—iummhmummm-ﬂmmw-——um»m
NR.C,, the following area, to-wit:

su:non«.lwcxs.mn.icamoonmmm.mmmmmmmcmommwwawumw
ON THE OFFICIAL MAPS OF CULBERSON AND REEVES COUNTIES ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

mﬁmmmmﬁhh—ummmdmlm.-mmem;-,wumuuu-umomuumurnuhm
I‘Mdh“ﬂuhhdﬂ-ﬂmmdpwﬂﬂhh.-ﬂmm-ﬂcphmhwdmhhmw“-ﬂ

m-ﬁ-auumwﬂmmqu-ﬂu—mmu’mwuwu-duwumuumumum
meeting thereof in the General Land Office, on the 4th day of August, 1998, hereinafier the "effective date” and it was found and determined that TITAN RESOURCES, L.P. whose address is
500 W. TEXAS, SUITE 500, MIDLAND, TX 79701 had offered the highest and best bid for a lease of the area above described and is, therefore, entitled 1o receive a lease thereon:

m.mmem«uo—umwuus‘du‘mmm»um:mmnm‘rmwm-d
ummhndhwdun—whmwmu—dmmmwmse—-dmuoclmmm‘un.
wdﬂhhﬁm-‘dhmmmﬂmmdﬂmwhhﬂm-ﬂm&m&mﬁn
mhﬂunhﬂwmﬂbﬂhhdﬁwmwmh.m-dmoﬂﬂwp&_hahﬂduwhﬂbwh(m-dmm

1. RESERVATION: Mhmmﬂ“nwhuﬂdhmmw-dﬂﬁdllwhmhﬂluﬁnndmhﬂuﬂwq-d
ﬂmwlhn-u-i-dhhmh&yﬂdbmw&hﬂ#dmﬂ“d-dﬂhﬂhm&bﬁIn-n-.furp-pu-d
Mhﬂmhﬂ-ﬁm“ﬂm:ﬂmwhmdhhhnuhhmd&hhwﬁﬂmhwmtcnﬁuwd
the leased area. Mdhdﬂlhﬂhhumwwmdlﬂdhmhdhhwp—bp‘dbmhﬁﬂhﬂdﬂdh-ﬂn_ﬂ
neither shall unduly interfere with the operations of the other,

1. TERM: Hﬁmhhuﬁumwth-oidllnlilh!d‘ln(!)mhhm&nﬁmdhd‘ma-')-d-MMBdluﬂ
is produced in paying quantities from said area.

3. DELAY RENTALS: HnﬂhmﬁuhhﬂhﬁyMucwumhdﬁmmmmm-bwﬂnﬁhm_w
hdl'ﬂhﬂnw“hhﬂﬂudhmwmdhhdtﬂia\ﬁfnh-d’o-tnﬁ(ﬂl),nmﬁﬂﬂw-nﬂ
and cover the privilege of deferring the commencement of a well for twelve (12) months from said date. In like manner and upon like payments or tenders the commencement of a well may be
further deferred for like periods of the same number of months successively during the primary term hereof.

4. PRODUCTION ROYALTIES: ldsj-uthﬂmhmﬁyMﬂuhmﬂ(ﬁ)dﬂMmeduﬂm“hlﬂawbm
or cause 1o be paid to the Commissioner of the General Land Office in Austin, Texas, for the use and benefit of the State of Texas, during the term hereof.

(A) OIL: u-mud.nuhm-umﬂMmh-mhuumdmmummmmumw
Mw—dhdcp_m-wunﬁ-muwm part of the gross production or the market value thereof, at the option of the Lessor,
such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, distillate, or other liquid hydrocarbons, respectively, of a like type and gravity
hh—.ﬂ-—uﬁ-oM.dM-.«!)hmuth!p‘iuWdMﬂﬁdhhminMWndeal)hdehﬂo
NMBHW.Mw“bﬁcqu&uhhﬂhﬂuHhMuﬂthuhhwmhmhdmbwm-
ldt@lld-d——dew«'n&-wnhﬂnmnbdﬂlﬂwmwﬁmhpwﬂmwﬁlhw Upon
MMu-ldl‘-w.hnﬁ-ﬂMmlphmmﬂawadﬁ-mwhwwnﬁm-dmddmumhdlulm.

(B) NON-PROCESSED GAS: n.mmuypmwpuﬂahm-mmmmw“mndhwu\)m
Mﬁnmﬂﬂﬂu(wum&dh&ﬂmbﬂMhlthMdmwmm«mM)gmdhm
production or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general arca where
pmhnul-dﬁ-mchn-phpﬂududhhm.mhmm&dﬁh-nh-mbhmupm&hmﬂuu
-yhuwudM.GSMp'mMMﬁ.-dh“hwﬂh%(ﬂmFﬂmuthmmbmm,ﬂ
for specific gravity according 1o test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.




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

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

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

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

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

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

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

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

(1) MINIMUM ROYALTY: During any year afier the expiration of the primary term of this bease, if this lease is maintained by production, the royalties paid to Lessor in no event shall
hbt—-mwunm-—dwmmmmmmuummuumuumdummmmud
this lease & sum equal to the total annual rental less the amount of royalties paid during the preceding year.

(4) MARGINAL PRODUCTION ROYALTY: Upon Lessoe's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
nyhuto-hM4Mbmdhm%dﬁh-dmmydoﬂup“-wmmmAnynnhrwlltyuhdum
conform to the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum.

£ ROYALTY PAYMENTS AND REPORTS: All royalties not taken in kind shall be paid 1o the Commissioner of the General Land Office at Austin, Texas, in the following manner:

Pryment of royalty oa production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due sod must be received in the
General Land Office on or before the Sth day of the second moath smecceeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before
hl!tdqd'ﬁ-nnd-ﬂmumumwhhm«&nm.wuwmnwhhhu-du
prescribed by the General Land Office and showing the gross amount and disposition of all ofl and gas produced and the market value of the oil and gas, together with a copy of all documents,
records of reports coafirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount
Mﬂnwwﬁq-ﬂ-w&-ﬁﬂ&uspm-ﬂme:MMhMMO@wmnwumm
disposition and market value. In all cases the suthority of & manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be sccompanied
by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his
royalty o or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty
mmhum-mmmuummwmmm-hm.hmu-m,mummm-.mdlmwmmmm
begin accruing when the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land
Office administrative rule which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all respoasibility for paying or causing royalties to be
paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone
the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in
dispute as to fair market value.

& (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessce shall annually furnish the Commissioner of the General Land Office with its best possible estimate of oil and gas
m%ﬁllﬂluﬁuﬂﬂoﬂll—-ﬂﬂMﬂmﬂwdﬂm-ﬁwﬂhﬂuwdﬂwmﬂ
amendments 1o such contracts within thirty (30) days afier entering into or making such contracts, agreements or amendments. Such contracts and agrecments when received by the General
Land Office ghall be held in confidence by the General Land Office unless otherwise suthorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and
-shh.dlnolMpMuﬂMMthmmdmdﬂﬂgmm-ﬁmﬂWMulﬂhubeabjeub
inspection and examination by the Commissioner of the General Land Office, the Attormey General, the Governor, o the representative of any of them.




(B) DRILLING RECORDS: Written notice of all eperations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before
spud date, workover, re-eatry, temporary sbandoament or plug and sbandoament of mny well or wells. Such written notice to the General Land Office shall include copies of Railroad
Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the
sbove-described premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled oa the sbove described premises and shall transmit & true copy of the log of each
survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

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

7. RETAINED ACREAGE: annymdaﬁshuebum.lﬁalwdlm‘am&mmuwhubumﬂmmhhﬁ
pukm,lmuﬂu&uh‘ﬁmdnwymwh&ﬂuqﬂﬁmﬂﬂcmumhwmyfwhmmmduw
premises and in marketing the production thereon.

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-
hdupuﬁlnpﬂﬁbﬂhﬁwllhﬂnol).wuwdlq;wMlmhMumhmmm:MuMua)hmwdmhdmtu
MpoddﬂwmﬂhwmmSﬂmﬂ.lﬂ-sz.lﬂ,aﬂ)mmwmbwdmumyhbedhudhmuiumwlm
ﬂﬁdﬁMﬂmmmumdMWMdemummw,uoﬁup\r«wIuba'ityhnviuhnisdicﬁm. Within
nmu-mmuwmummmwmwmdmm.-mfuuwounwmmum-mmdm
n“-mlﬂuﬂhﬂhdﬂlbds&--ﬁumhmeuumhwmthMUthymfww
continued operation of the portions of the lease remaining in force and effect. If Lessee fails to apply for » surface lease within the 90 day period specified above, Lessee may apply for 2
surface lease from the Land Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(B) HORIZONTAL: In the cvent this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further terminate as to all depths below
100 fioet below the total depth drilled (hereinafier "doeper depths”) in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or

-M“Wm.“eﬂh“(m)dhmdﬂlyﬁd.m&ﬁhhuc(-qndﬁedumlbsuul). If such amount is paid, this lease shall

be in force and cffect as to such deeper depths, and said termination shall be delayed for an additional period of two (2) years and 5o loag thereafier as oil or gas is produced in paying quantities
from such decper depths covered by this lease.

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with the well located in the center
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, o a certified copy of same, shall be filed in the General
mmwhumhwwumummmﬂuuuuuwum If Lessee fails or refuses to execute and record such release or
releases within ninety (90) days after being requested to do 8o by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
mnhd—dm-dncm‘ln&M—-thwhumammtnmhbﬂd-dhhwm*dhmI.ndCﬁand
such designation shall be binding upon Lessee for all purposes. If at any time afier the effective date of the partial termination provisions hereof, the applicable field rules are changed or the
weell or wells located thereon are reclassified so that less acreage is thereafier allocated to said well or wells for production parposes, this lease shall thereupon terminate as to all acreage not .
thereafier allocated to said well or wells for production purposes.

8. OFFSET WELLS: KdﬂﬂmuMhmmhsﬂhﬂduhﬂﬁvﬂywﬁau&muwlaum.mmu
tﬁnt-damm«ﬂnwu*.tu“‘dhdﬂ(humﬂhﬂsbﬂgﬂlﬂhﬂ.wﬁdﬂy(ﬂ)mwﬂwpnanhl_hn
h*-‘-ﬁﬂMwﬂhm‘n—d(lm&aMhmmﬁhﬁhﬂohﬁhnﬁ“dpﬂﬂ”hmﬂnmwuhn
Mhﬂh&-ﬂﬂmﬂﬂhtﬂl«lbn&‘qﬁ-wh-—y»mh-d-tﬁlpd‘h-m-dlrylhh-e.-d&olm-wcm
shall use all means necessary in & good faith effort to make such offset well produce oil and/or gas in commercial quantities. Only upon the determination of the Commissioner and with his
mwvﬁ.mumusmmmumnm-mmummmﬁm

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term hereof and prior to discovery and production of oil or gas on said land,
_ma-hw«mm«uhﬁhm“hddmhimyd“MdmaphbMMﬂmw
“uhwmﬂhﬂu“ﬂ-umhwdm@mmm&dmﬂuddﬂ&yhﬁuwmﬂwﬂlm
commences additional drilling or reworking operations thereon, or pays o tenders the next snnual delay rental in the same manner as provided in this lease. If, during the last year of the
ph.yl.-c'hhdw(ﬂ)mmm.&yunhmdMGMMdoﬂwﬂm“hmmmdﬂMmﬁhhﬂm
ﬂﬂuw“mm-ﬂhqhﬂudhm“-dHMMuMMhMﬂI&Wd&MnMM
ﬂﬁmwwmm-mmmumm.-hguwdumu--uudmdpmm
Paragraph 10. Mhhﬂuq“ﬂmuhmwuhm-aln&dcpﬂwﬂlhtcpthcyu-hwf.lmml—c
--ldtl-dlﬂhhm“-mhﬁucmhmﬂm&m&wam«mm&uhudwﬁd-ﬂﬂdl
or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If st the expiration of the primary term or any time thereafter a shut-in oil or gas well is located oo
the leased premises payments may be made in accordance with the shut-in provisions hereof.

10, CESSATION, DRILLING, AND REWORKING: r.muwuum-.mddu—hummummmﬂ
hqmﬁb“m“lhmﬂﬂd%unﬂgmﬂuwﬁﬁu(ﬁ)mﬁ-ﬁmndﬂlln-hllr-ﬁhﬂ
force and effect for so long as such operstions coatinue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking
mﬂhhuﬁnddu“hho”mﬁhﬂhu-dmhnm-dcphm&-hhudp—hhm'ﬂnamd
shut-in ofl or gas well royalties or pryment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well
-.hmunﬂuuﬂmkuw“mmwmmmm(m)mmumdumuanmuﬁm
“Mhﬁnh-““—ﬂﬂwmmhwﬂdhnm_mmuﬂh‘mminy(ﬁ)m Lessee
shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

IL. SHUT-IN ROYALTIES: For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
and gas. ldqhﬁﬁqﬁﬁndh;ﬂ-‘y-—dluﬁ.-ﬂﬁ;“hmbﬂqnﬂ“hh-ﬂdﬁ&ldq&dpomwuphm
mhhﬂdutﬂh—duﬂuhdcuhub&.wh“dwmmuﬂdlmmulmmmulﬁhoﬂuw
royalty an amount equal 1o double the annual rental provided in the lease, but not less than $1,200 & year for each well capable of producing oil or gas in paying quantities. To be effective,
-ﬂhﬂdﬁ-hderpw_hpld-cbﬁt(l)ﬁmduphqna)wmﬁuh-uoﬂ-hmdw.-lu-hh-ulplnh-.w(i)
60 days after Lessee completes a drilling or reworking operation in sccordance with the lease provisions; whichever date is latest. If the shut-in oil or gas royalty is paid, the lease shall be
considered to be & producing lease and the payment shall extend the term of the lease for a period of cne year from the end of the primary term, or from the first day of the month following the
ﬂhﬁm“-‘.*“Knﬂwmammhhoﬂcpdﬁ.l--qmd&l-ﬁthwwiﬂdld
one (1) year by paying the same amount cach year on or before the expiration of each shut-in year.

1. COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment of the shut-in ofl or gas royalty, oil or gas is sold and delivered in paying quantities
from s well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drainage is occurring, the right to continue to

3




maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may
-ﬁﬁhh-ufwfwmm”hyumhgmpwymdvlhmﬂqmpﬂ&dhhhndhwdudmhmmmm
deainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid moathly 1o the
Commissioner beginning oa or before the last day of the moath following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same
producing reservoir and located within one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in
oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the |2-month period; and none of these provisions will relieve Lessee of the
obligation of reasonable development nor the obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the
Commissioner's written approval, the payment of compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue
penalty and interest in accordance with Paragraph 5 of this lease.

13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, oa or before the expiration of the primary term, file in the General Land Office written application to the
Commissioner of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty
(640) ncres or less and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30)
day period from and after the expiration of the primary term and so long thereafier as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling
operations are being conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such
application and payment, the Commissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafter as oil or
gas is produced in paying quantities; provided, however, that this lcase shall not be extended for more than a total of three hundred ninety (390) days from and after the expiration of the
peimary term unless production in paying quantities has been obtained.

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

. 15, POLLUTION: In developing this area, Lessoe shall use the highest degree of care and all proper safeguards to preveat pollution. Without limiting the foregoing, pollution of coastal
. wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the
event of pollution, Lessoe shall use all means st its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage 0 public and private propertics.

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

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

(C) RIVERS: To the extent necessary to prevent pollution, the provisions found in subsections (2) and (b) of this paragraph shall also apply to rivers and riverbeds.

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

16 IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which
shall be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same
tank battery, whether by individual flow line connections direct to the tank or tanks or by use of a multiple header system, each line between each well sad such tank or header shall be legibly
identified at all times, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not 10 exceed three (3) feet from such tank or header connection.
Said signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lease.

17. ASSIGNMENTS: The lease may be transferred at any time. All transfers must reference the lease by the file number and must be recorded in the county where the area is located, and
the recorded transfer or & copy certified 1o by the County Clerk of the county where the transfer is recorded must be filed in the General Land Office within ninety (90) days of the execution
date, as provided by N.R.C. Section 52.026, sccompanied by the filing foe prescribed by the General Land Office rules in effect on the date of receipt by the General Land Office of such
transfer or certified copy thereof. Every transferee shall sucoeed 1o all rights and be subject to all obligations, lisbilities, and penalties owed to the State by the original lessee or any prior
transferee of the lease, including sny lisbilities to the state for unpaid royalties.

18. RELEASES: Lessce may release the rights granted hereunder 10 the State st any time by recording the release in the county where this area is situated and filing the recorded release or
certified copy of same in the General Land Office within ninety (90) days afler its execution sccompanied by the filing fee prescribed by the General Land Office rules in effect on the date of
receipt by the General Land Office of such release or certified copy thereof. Such release will not have the effect of releasing Lessee from any liability theretofore sccrued in favor of the State.

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

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

11. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of
the General Land Office govering drilling and producing operations on Permanent Free School Land specifically including any rules promulgated that relate to plans of operations, payment of
royalties, and suditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land
Offfice’s audit billing notice and sudit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections $2.135
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation o other

mmnnmd.mmmwuumuwam“umww-mmmﬂ.muunuwucmu |

Lessce shall be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from

the Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest

dredged bottom edge of any channel, slip, or tumning basin which has been authorized by the United States as a federal project for future construction, whichever is nearer.

13. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitied 1o remove the casing or any part of the equipment from
sny producing, dry, or sbandoned well or wells without the written consent of the Commissioner of the General Land Office or his suthorized representative; nor shall Lessee, without the
written consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or property owned
by Lessee and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all glush or refuse pits have been properly
filled and all broken or discarded lumber, machinery, or debris shall have been removed from the premises 1o the satisfaction of the said Commissioner or his authorized representative.

14. FORCE MAJEURE: Mlﬂuhwmmmmeuhﬂumd&hm&mmﬂmeuwﬁmM

oil and/or gas therefrom, afler effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental authority, then while so

prevented, Lessoe's obligation o comply with such covenant shall be suspended upon proper and satisfactory proof presented 1o the Commissioner of the General Land Office in support of
Lessec's contention and Lessee shall not be lisble for damages for failure to comply therewith (except in the event of lease operations suspended as provided in the rules and regulations
adopted by the School Land Board); and this lease shall be extended while and 50 long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or

-y

-mummmm.umwmumuwumdmmumwmmunwmn#m ’

suspension under any applicable statute of this State.

25 IIASIIICUIM:Lmﬂﬁhﬂh“-dmddmdmuﬁhmﬁdm-dwmtddd“-dahmm
from said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all sccess points st the
production, gathering and storage systems where theft of hydrocarbons can ocour. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of thefl.

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

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

18, ANTIQUITIES CODE: In the event that any feature of archeological or historical interest is encountered during the activities suthorized by this lease, Lessee will immediately ccase

“dnmmuwmo&auurmm“—-umm be undertaken to protect or recover such discoveries or

findings, as appropriste. Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 US.C.A. 470). Lessee shall comply with the
Antiquitics Code of Texas, Chapter 191, Natural Resources Code, as amended.

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

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

Texas.
LESSEE
6___
0| R e
S| R TITLE:
N |- DATE:
G" >
=
<X TESTIMONY WHEREOF, witness the signature of the Commissioner of the Land Office of the State of Texas under the seal of the General Land Office.

Vi AND GAS LEASE NO.

STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF.

BEFORE ME, the undersigned authority, oa this day personally appeared
known 1o me 10 be the person whose name is subscribed to the foregoing instrument, as of

and acknowledged to me that he executed the same

for the purposes and coasideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

Giiven under my hand and seal of office this the day of 19
Notary Public in and for
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

known to me 1o be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the
same for the purposes and consideration therein expressed.

Given under my hand and seal of office this the day of 219

Notary Public in and for




September 17, 1998

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

e M e w

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 afier they are made); Directional Surveys.

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

Sincerely,

Robert B. Hatter, Director






=N

Austin, Texas

— .

OIL AND GAS LEASE
NO. M-99609

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being hereinafier referred to as N.R.C.), and subject 1o all
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to said
N.R.C,, the following area, to-wit:

SECTION 40, BLOCK 53, PUBLIC SCHOOL LAND SURVEY, CULBERSON AND REEVES COUNTIES, TEXAS, CONTAINING APPROXIMATELY 640 ACRES AS SHOWN
ON THE OFFICIAL MAPS OF CULBERSON AND REEVES COUNTIES ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

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

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

NOW, THEREFORE, I, Garry Mauro, Commissioner of the General Land Office of the State of Texas, hereinaft ) ferred to as "Lessor,” whose address is Austin, Texas, by virtue of
the authority vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of Sixteen Thousand Six Hundred Twenty Seven and 20/100 Dellars (516,627.20),
receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by Lessee, do hereby demise,
grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and conditions, to-wit:

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

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

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

4.«PRQDUCTION ROYALTIES: Subject to the provisions for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees to pay
or 88 10 Be paid 1o the Commissioner of the General Land Office in Austin, Texas, for the use and benefit of the State of Texas, during the term hereof:

o "0Q*QIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
hydf#arbos recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 1/5 part of the gross production or the market value thereof, at the option of the Lessor,
such walue 1o be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and gravity
in thg area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the sale

is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an

e oil and gas separator of conventional type or other equipment at least as efficient 1o the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
mwﬂdm.ﬂawundmhmmﬁsﬂluww«mhunmumhw&vdmunhmm:udm&ﬁmumhdhyw.

. .

(B) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined as all hydrocarbons and gascous subst not defined as oil in subparagraph (A) above,
produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/S part of the gross
o the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where
m-:dwhnmn,uhmﬁupddwoﬂudmmm.muhmmddﬂmmmmbmhmhglhpsmdc&hluu-wﬂnﬂnhﬂmu
-'Hillﬂﬂﬂud|4.65mﬁpwlqunhchm-dd:emdtdhmmduﬂbaﬁxry(w)mhhmhdnmewmmbemfummﬁn;mhoyh'luw.-d
chpwhylnnudinlloumudebythnuMahodurbyﬂumoﬂwwedm«hodoﬂuﬁalbein;mdbymi.nduwynﬁwﬁmcoﬂmin;.
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CULBERSON COUNTY,
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© PROCESSED GAS: Auroylltyonuy;uMhnpﬂiuplmtumhuplmtfuthrmofp!dineuuhuﬁmﬁdhydmcarbom.yjplnufdumiduep.md
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whichever is the greater, mmwmyduammidup.ndnwuymmumw:)ﬁemwwmwdaoﬁmdfwmyp(almd
hymbuu)ofmmbhqudhyinhmﬂmwz)ﬂupuuprieepddurnﬂuadl‘ormmdmm(mhwdﬁmdmemulﬁnlpiufuthcmauﬁwmofw
hydrocarbons), whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would bave been due had the gas not been
processed.
(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manuf; d from gas (excepting liquid hydrocarbons) whether said gas be

-m"&y'uuyoch«mWﬁﬂm&m«mymmmmo{mmﬁmdmwodum.u&cmukﬂvﬂuelhuwf.ulheopdmofum,mh
market value to be determined as follows:

(l)mﬁehﬁlufwﬁmwmdmmumlm:menm!htnwhic.hmdpmdudis;mduoud.u
Q)Onthcbuhofﬂulvmn[rmllllcptiuofmhpmdnnfnrlheumemmﬂ:inwhichmchpmd:mmpmdmed;wﬁicbminbcpwu.

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the terms
of this lease and such production i.lhvughlmﬁundldummfnmmmdwi&hwy-fwﬂl}mmsofm«eﬂaﬁiwdﬂchawf.tbemyﬂtymprovidodhauinuh:ﬂhe
reduced to 18.75%, and shall apply to cach subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twenty-four (24) month term during which
memnu&mdmyﬂrymoﬂl.ﬁ% nbﬂn‘nprwided.l.mdn:lddrillh;oodbhhndmplmmlﬁmwdlun&ybdemhﬂndmwﬁklmglmum
m;mc)m&mﬁwdnqeminwhidnmmnm&wdmyﬂumhﬁmmmmmmmdmwmdoﬁmmuﬁmqopemiounnm
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(F) NO DEDUCTIONS: lmuwdmdlwyﬂﬁumuh;ulmudu&hhmdnﬂbcnﬁdmﬂddwﬁmlwhmﬁmmmmmm
ﬂpnﬂﬂuwﬁmmmwyfumwu.

(G) ROYALTY IN KIND: NuﬁmmmmhMomry,me,nmoﬁmwmmmwmmwmmuqmﬂﬁu
ﬁ-umnmdmaqwmnmmwh«umuwmmwumﬁmmmmm
dehydrating, mmmn&mmmﬂwnﬂmmmmwfamam. Lessor's right to take its royalty in kind
shall not Giminish or negate Lessor's rights or Lessee’s obligations, whether express or implied, under this lease.

(H) PLANT FUEL AND RECYCLED GAS: Nomyllqﬁallhwemmpnmmmu'lmmmﬁmmwhmpm
bereunder in any processing plant. waummww»mm,ndmwmwhmdmwm&uauﬂmmw
mmpmpmmuummmuwummhummmmuumﬁ-mummupuww
-ﬂm’-me-untymhpmduaednddduwwmhnﬂmuwaﬁﬂemwamﬂqwnﬁhmﬂqmdﬁlloue.

(M MINIMUM ROYALTY: M;nyy-lhmmdhpimrymof&isMﬂmmhmﬁmwmhmﬂdﬂﬂdwmhmmﬂ
uuuawmmummmmmmmmmummmmmuwmumayammmmmmmamd
this Jease a sum equal to the total annual rental less the amount of royalties paid during the preceding year.

(J) MARGINAL PRODUCTION ROYALTY: Uprue‘nwﬁBquﬁcﬁm.&eS&odLmdemduwyﬂqmmmhﬁlmnd/onheminim
mylkymouhm4(I)Iomndﬂunommicﬁfed&islmendmumddawumwmmmmmm:yﬁmdmmu
conform to the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum.

l-lOYALT\’PAmmANDRIPORTS:AIIIvy‘lliﬂlﬂllhnhhhdﬁlllbepddnMWMMWMOMKMTMthMW
w&mmwﬂo{cﬂnﬁpmhuwhﬁaMﬂMhthw.mmmuw::dlildmudmbemhh
Ml‘dﬂﬂuuu’hﬁuhiﬁdﬂydhmmmtﬁmJMMWUGwhhdnmhmhﬂmwmmuwm
hlﬂMdMMMMMMMMMhMMdhm.wwmMnmmphdhhhmlndn-nu
mwhmwmﬂm&amm‘dwd-ﬂdlndppodmdndhnﬂkﬂvﬂudﬁaoﬂndmbﬂhﬂﬁﬁlmdaﬂm
m&ummﬁnuiuhmmwmnﬂnﬁuvduhdu&ummmmmlnliunedpundmdmhwmmndadm.
m.dpuhmﬁpdhu.mh.upod:ﬂmﬂmwmmnﬂnyoﬁamuwm&ﬂkhhwmmmmmmum
m-ﬂwmhmmu-ﬂﬁqﬂlwuwwnfuhmmmuuhﬂdhmwLlndom«.Mmmuudaﬂhm e o
blmﬂmmunﬁcmmmwhmwLndomonlﬂemb'ﬂnmofwyaltybdn;pddmnﬁlm. If Lessee .
Mﬂvw«bdwuﬁlyﬂo)ml!tunhawy'lhyplynulwhe.dunanpﬂﬂtydi%wlhemnllynrns.w.mtlw.Amﬂqmm‘mu ®
m)dqlhﬁﬂmnmdlﬂdmmmlammwim&m.hmwam,mﬂwm“muamdlmwmﬂmﬂ
begin accruing when the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the Generaldmad
Office administrative rule which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to ba e o
paid as prescribed by the due date provided herein, hynaud'mddinquﬂcypnlhydnllhwmmupﬂlmwldwdhfdmum&dhthwlﬂh
ﬁhuﬁ&myﬂﬂ-mnﬂmm 'l\-nbwapnl!ty]:uvidwMwmplyheuﬂd&dnm“mhwlpuﬂudhmyﬂuawhmod'dn . oo
dispute as to fair market value.

‘M)mmmmmmm:Lmnlhﬂmmﬂyﬁnhhh&nmidudmonuﬂmmmmmm:ﬁmadoﬁd-".
m-ﬂ-lmthl—:«dhﬂ-hﬁhhua-dmMMWMWNNWMMmthWMNMWM-o
amendments to such contracts within thirty (30) days after eatering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the
Land Office shall be held in confidence by the General Land Office unless otherwise suthorized by Lessee. All other contracts snd records pertaining to the production, transportation, salesad ¢ ¢ *

marketing of the oil and gas produced on said premi including the books and sccounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subjedt to
hqde--dmwuw«mwmmmmmmw.ummdmdm.
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(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the C issioner of the General Land Office by Lessee or operator five (5) days before
spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad
Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the
sbove-described premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each
survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

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

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

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-
in oil or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a
producing pooled unit pursuant to Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration
unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. Within
90 days of a partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the
Mﬂ“iadim.L:nneﬁlllhmm:li;hlbo&dnlmfwelml'crhpw.ndemonlndmlbelﬂmhlhdpmﬁmoﬂhclﬂmdmnﬂumqbcmblywyfume
continued operation of the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified sbove, Lessee may apply for a
surface lease from the Land Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years afier the expiration date of the primary or extended term it shall further terminate as to all depths below

100 feet below the total depth drilled (bereinafier "deeper depths®) in each well located on screage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or

- extended term Lessee pays an amount equal 1o one-half (1/2) of the bonus originally paid as consideration for this lease (as specified on page | hereof). If such amount is paid, this lease shall

be in force and effect as to such deeper depths, and said termination shall be delayed for an additional period of two (2) years and 50 long thereafier as oil or gas is produced in paying quantities
from such deeper depths covered by this lease.

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

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

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

10. CESSATION, DRILLING, AND REWORKING: If, after the expiration of the primary term, production of oil or gas from the leased premises, after once obtained, should cease
from smy camac, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days afler such cessation, and this lease shall remain in full
mﬂWhnm-ﬂmmnehmhi&-dhmhanmwmﬂmhuwpﬂmwiummmwu)m If such drilling or reworking
wﬂmmhhm«tcﬂumhlﬂudﬂumﬁhmﬂmndeﬂ'ﬂhwlm;uoﬂumhpv&mdﬁwhlundmhuhmﬁumﬁﬁuwmmd
shut-iw oil er gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of & well
li%ﬁmmmmﬂhbmmddimmwmmmm(ﬁo)ﬁnmﬂhmumdmmul&yboh.mdmblnu
shall remflin in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee
MWWWhMMWWMMM)MdemJMQ.

Sase

11. SHUT-IN ROYALTIES: For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
Mmk‘qhdﬁ&emdhmmurlmmmﬂbdud:uh.mbab;mnimﬁudhfwundeﬂeu,;w[lwlbhdpmdndud!umhm
M«hwuhmmmoﬂamhmmmhhdduﬂuﬂeuuﬂdwhdhﬂuahﬂdnnﬁmmmlmmmnldnl-inoﬁum
royalty #n smount equal to double the annual rental provided in the lease, but not less than $1,200 & year for each well capable of producing oil or gas in paying quantities. To be effective,
each imidialeshut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil o gas from the leased premises, or (3)
whwmm.mammmhmmmmm;mmum If the shut-in oil or gas royalty is paid, the lease shall be
muh.mm-ﬂummm&smﬁhhsfwlpuioddmﬁywﬁmhmdmmmuﬁmhﬂmhyﬁ&cmtdwnih
mhﬂdmmﬂmuum.ﬂmmw&umm&wrmumupmmmmummrﬂmwwmd
one (1) year'by paying the same amount each year on or before the expiration of each ghut-in year,

12. COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and deli
ﬁmu-ﬂlhﬂdﬁ&hmw(l,ow)fuﬂd&clmedmhundmﬂmhunmewodudumuwir.winnyau‘h
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maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessce may
-“Inhuefufowmamudwymbyuuupmmpnmuymydqamemyﬂtymwvidedinlhcluuofbemutavduo(pmduaim&nmﬂuwﬂlumium
mqwmumﬂdadhunmwuhdngmvuh-udwiﬂinuuﬁwmd(l.mo)fuormnmm The compensatory royalty is 10 be paid moathly to the
Commissioner beginning on or before the last day of the moath following the moath in which the oil or gas is produced from the well ing the drainage or that is pleted in the same

reservoir and located within one thousand (1,000) feet of the leased premi if the comp y royalty paid in any 12-month period is in an amount less than the annual shut-in
oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the
mofmnbledevdopmmluhuhlinﬁmwdﬁﬂoﬂ'wwzihupmvidndinN.R_CSmdmi!.ou;w.-ﬁedcnhlﬂmofdnwuim.mdmm
Commissioner's writien approval, the payment of compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue
Mmmumﬁmws«mm.

13. EXTENSIONS: If, at the expiration of the primary term of this lcase, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
wh.ood{nimndlgaudndwurhnnhlemm.Luueuuy.uuurbefuel.heewindonnflhcptimuytcm,ﬁlciathuﬁmﬂwoﬂioewﬁnulppﬁudmwme
Commissioner of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty
(M)mulenmd&ixWDdlrt(%.OO0.00)iﬁhhluummmﬂmuixhundudforty(MO)mﬂlndthcCunmiudmershnll.iam‘iﬁn;.u!mddnhlnnfwnthhiy(m}
ﬁypgiodﬁunmdnﬁ.wuupindonoflhepdmuylammdwluuﬂmununoﬂmmisproducodinp:yingqumdtiﬁ;ptmidndhmhu.MMswemny.mlongumchdﬁllin;
qs-iimnbdagmmuedmlhlﬂmlppliuﬁmndp:ymmdningmy&hty(%)hyumdedp«iodfamlddiﬁmﬂutmﬁmd&iﬂy(-lﬂ)dlyamd,upmmedplofm
q:plkdmlsdpnymul.lbeCommillimﬁnﬂ.inwﬁﬁng.lpincxmdmhlemnlhﬂnmeshdlmmminfauforwchnddiﬁmnllhhy(ic)dnypﬂiodmdwlon;mau.ﬂauuilw
anomdhmqmﬁﬂu;wwided.hm,mmlmcﬂullno(beextmdedfummlhmuomofﬂuuhuudmdnindy(l%)d.y;&unmduﬂaﬂuexpimiouofﬂu
pin.ymmlmpudw&onhplyingqumdduhubemw.

14. USE OF WATER; SURFACE: Lessec shall have the right 10 use water produced on said land y for operations h der and solely upon the leased premises; provided,
m.mmmupMcm«mmtwﬁmMumWrumﬂoodopunimwilhommepiawﬁmmofm. Subject 1o its obligation
unmmwdﬂlMMﬁwmmnmdm"fudmwumhmﬂﬂymfw&illin;mdopa:d.n; wells and transporting and marketing
mmmﬂmmammmdmmmuuﬁudmm Lessee shall pay surface damages in an amount set by the General Land Office
fee schodule which is effective on the date when the activity requiring the payment of surface damages occurs. .

15, POLLUTION: hdevdq)iuhilmlmummummﬁmummdemwmpoum.anumiﬁu&efmmwnﬂmofw

P -Mmalmyl.vimndhpanchd,mlhlllbemdhhmdmﬁmfﬁﬁhmﬁdmmm%wupmdmmm In the

mdmmﬂummummemmw&mwmwmuMbemducfamdmueuwwcmdpﬁmmmiu.

(A) UPLANDS: Lessee shall build and maintain fences around its slush, sump, and drainage pits and tank batteries 5o as to protect livestock against loss, damage or injury; and upon
mﬂdﬂuabudmnﬂdnywdlwudh.lmaed:dlﬁﬂMwﬂdmwmmﬂmﬂadydmmm&ﬂﬁuﬁudmmw.

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

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

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

16. IDENTIFICATION MARKERS: Lessee shall erect, st a distance not to exceed twenty-five (25) feet from cach well on the premises covered by this lease, a legible sign on which

. shall be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same

ﬂbn-y.mwhﬁvk‘hnlMlheoumﬂimdinubduukatmhubymounulﬁphm:ymmIhabamaﬁwdlndndmkuhﬂuﬁlﬂbelqiﬂy
identified at all times, either by a firmly attached tag or plate or an identification properfy painted on such line at & distance not 1o exceed three (3) feet from such tank or header connection.
Said signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lease.

17. ASSIGNMENTS: The lcase may be transferred af any time. All transfers must reference the lease by the file number and must be recorded in the county where the area is located, and
hm&dmﬂcwlwwﬁﬁdhwhmmdumwhu-ufuilmudlduuhﬁhdinhGulllndOﬁuwiﬁhlhly(N)dmd'bunnﬁm
u-.-wmbyn.n.c_mn.mwwummt—wwmo—-ﬂummuaanmmdwwmauﬂmom&m
transfer or certified copy thereof. Every transferee shall succeed 1o all rights and be subject 1o all obligations, lisbilities, and penalties owed to the State by the original lessee or any prioc
transferee of the lease, including any liabilities to the state for unpaid royalties.

18. RELEASES: Lessec may release the rights granted hereunder to the State st any time by recording the release in the county where this area is situated and filing the recorded release o
mmdmhumummmmmwnmmuwummmwmmmm«mhduuuma
receipt by the General Land Office of such release or certified copy thereof. Such release will not have the effect of releasing Lessee from any liability theretofore accrued in favor of the State.

19. LIEN: In sccordance with NR.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid
royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any
other applicable statutory licn, an express contractual licn on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may sccrue to Lagsec o
ln-‘-nhd‘-:imenchuwndlnudbyl-uwbyaﬂdm.nddlﬁnuumndhwmhhwpuhuwhmﬂﬂ.'
mﬂuuwwniqolndaI-ndnhnl:hcﬁcnmuwdlﬂmﬂhcoﬁ-mduabbmmmmhuudbmmmdmd-uaunr.
huwm-ﬁwmuw.maqmamdmmmmammmnmmmumuﬂ .
without court proceedings in the manner provided in the Title |, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to extoutd® *
and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from ande
relating 10 Lessee's activities upon the above-described property or from Lessoe's acquisition of this lease. Should the Commissioner at any time determine that this representation is no(Jgig.e
then the Commissioner may declare this lease forfeited as provided herein. S

n.roan:mmr,:ummuuuummmmmdmnmmm)mmummuuuua-mwwww.u
w&muﬂ-mmmum‘aummmwmumwmwuwhmm-wwwdum-ﬂm "
MW&WJMHLndO!ﬁu.cﬂ'hnuMdﬂluﬂemhhwwﬁdhhwﬂbmﬁy%“nﬂnﬂd&w@dhho
General Land Office, the School Land Board, or the Railroad Commission, or refuse the proper authority sccess 1o the records pertaining to operations, or if Lessee or an authorized 2854 o o
Hwﬂlum-nhﬁnmhfcnmiuwlhamM.uWHcdﬂthmwmamb‘dmﬂwﬁlﬂu ..'
wm-ydhmum&ﬁshu.cﬂthuhmwumuuﬂdth-ﬂLndOﬁuuug&ﬁbth.hddmuqdﬂd
&umumnmwum.uummanmMyumauaeumm.mmumwunm.u
again be subject to lease 10 the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the autometic ~
termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the
rights of another intervene upon satisfactory evidence 1o the Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and
regulations that may be adopted relative hereto.
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21.. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C.
Sections 52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee.

22, APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of
the General Land Office governing drilling and producing operations on Permanent Free School Land specifically including any rules promulgated that relate to plans of operations, payment of
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, 1o be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office's audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and $2.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other
purpose incident to the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Lessee shall be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from
the Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest
dredged bottom edge of any channel, slip, or tuming basin which has been authorized by the United States as a federal project for future construction, whichever is nearer.

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

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

oil and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental authority, then while so

Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office in support of

Lessee's contention and Lessee shall not be liable for damages for failure to comply therewith (except in the event of lease operations suspended as provided in the rules and regulations

adopted by the School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or

gas from the leased premises; provided, however, that nothing herein-shall be construed to suspend the payment of rentals during the primary or extended term, nor to abridge Lessee's right 1o a
suspension under any applicable statute of this State.

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

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

17. SUCCESSORS AND ASSIGNS: mmwﬁmﬂmmmmmmwmuummmmummmmw
assigns of Lessee herein.

28, ANTIQUITIES CODE: In the event that any feature of archeological or historical interest is encountered during the activities authorized by this lease, Lessee will immediately ccase
activities and will immediately notify the General Land Office and the Texas Historical Commission so that adequate measures may be undertaken to protect or recover such discoveries or
findings, as appropriate, Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, B0 Statute 915; 16 US.C.A. 470). Lessee shall comply with the
Antiquities Code of Texas, Chapter 191, Natural Resources Code, as amended.

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

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code, this lease must be filed of record in the office of the County Clerk in any county in which all or any part of the
Jeased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies seat 1o the General Land Office.
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31. EXECUTION: This cil and gas lcase must be signed and acknowledged by the Lessec before it is filed of record in the county records and in the General Land Office of the State ;:!‘
Texas.

TITAN RESOURCES, L.P., By and Through lts
Ceneral Partner‘, TITAN RESOURCES 1, INC,

Dan P. Colwel] .

DATE: September 25, 1998

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

COMMISSIONER OF GENERAL LAND OFFICE
OF THE STATE OF

PROVED
Contents
Legal
DC
sD

Exec

STATE OF TEXAS

(CORPORATION ACKNOWLEDGMENT)

COUNTY OF, MIDLAND

BEFORE ME, the undersigned suthority, on this day personally sppeared__—-- PN P+ COLWELL

3 %o me 1o be the person whose name is subsceibed to the foregoing instrument, as VICE PRESIDENT =~ LAND . of VITAN RESQURCES !, INC.,
Ceneral Partner of TITAN RESOURCES, L.P. ;

and acknowledged to me that he executed the same
for the purposes and consideration therein expressed, in the capacity stated, and as the sct and decd of said corporation.
Given under my hand and sea! of office this the ~ 25th day of September

MARYLYN GIBBS
NOTARY PUBLIC

STATE OF TEXAS

STATEOF (INDIVIDUAL ACKNOWLEDGMENT) o o,
L
COUNTY OF, : oo *
. .:.Q'
Before me, the undersigned autherity, on this day personally appeared

wbmewhmcmmmammbsm‘bedwﬂlefmsoingmmﬁlndwhmﬁedgedwmeﬂmmﬁmlhe

L2 1]
. same for the purposes and consideration therein expressed. : sene
Given under my hand and seal of office this the day of .19 . :oot:'
L
L d
. snne
Notary Public in and for *
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Augtin, Texas

OIL AND GAS LEASE
NO. M-99609

WHERRAS,WlalluTMNmwm&will.”.ﬂ.ndﬁwllhhﬂw:hb-ﬂu(ﬁdmbeh;hudnd\umfurdbnﬂ.lc.).mdmhjlahlll
nﬁuaﬂdngﬂa&mmulwdbymwu&mumﬂthMMmmMmWMMﬂmhﬂ
N.R.C,, the following area, to-wit:

SECTION 40, BLOCK 53, PUBLIC SCHOOL LAND SURVEY, CULBERSON AND REEVES COUNTIES, TEXAS, CONTAINING APPROXIMATELY 640 ACRES AS SHOWN
ON THE OFFICIAL MAPS OF CULBERSON AND REEVES COUNTIES ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

was, after being duly advertised, offered for lease on the 4th day of August, 1998, at 10:00 o'clock am., by the Commissioner of the General Land Office of the State of Texas and the School
lndno-dormcsmoﬂmfwhnlawdmlymdmllndchiﬂin.h,ndmﬁdngw-ﬂwwumyhfmdmdwmmmmwmnd

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

NOW, THEREFORE, 1, Garry Mauro, Commissioner of the General Land Office of the State of Texas, hereinafier sometimes referred to as "Lessor,” whose address is Austin, Texas, by virtue of
Ihemtbaityv:ﬂedinmndiﬂennli(h'-iondhmwhmwmlhmofShlauWSE:IIMMMQWMMNMH(SIWTM),
receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by Lessee, do hereby demise,
;nnl.leunndlﬂmmmmduﬁahmd;ﬂumﬁmmwmdnﬂwwﬁmlhdmuddmmﬂnfdlmlmmdmdiﬁmbwit

1. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all rights with respect to the surface and subsurface thereof for any and
all purposes except those granted and to the extent herein granted to Lessee, together with the rights of ingress and egress and use of said lands by Lessor and its mineral lessees, for purposes of
uplaia;fwndwodudnuheminuﬂlwﬁcbnnolcovavd.nrwhichmymlhmdhhmmmmo{mhlem,huwhkhmhlmmthnﬂmbmndﬁnd
the leased area. All of the rights in and to the leased premises retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner that
neither shall unduly interfere with the operations of the other.

1. TERM: Subjaabﬂuotlmnwi.ﬁmshum(,lhislnnlhllbcfwnﬂmoflln(i)yu'l&mﬂneﬂmiwdlahaeof(bednulhd‘pﬂmm')md-im;tbuuﬂuudlurm
is prochiced in paying quantities from said area.

3. DELAY RENTALS: ll'nnwellbcoommmodmtbehndhuubyMuwhfmhﬂvm@d&hlm%lm“wmﬂnuhbﬂhpﬁumlnhhmmw
MmddMMmmnhthmmMmthLndOlﬁuofﬂuSﬂndTmsAuﬁmTuu.lhmofOanﬂn(ﬂ.w),pmeMm-mhi
and cover the privilege of deferring the commencement of a well for twelve (12) months from said date. In like manner and upon like payments or tenders the commencement of a well may be
further deferred for like periods of the same number of months successively during the primary term hereof.

4. PRODUCTION ROYALTIES: S&hﬁmhuuvﬁufwmﬂuruﬁcﬂwumhwmdmwl.upnn;m:hnimofnilmdfurmmbmumeubp-y
or cause 1o be paid to the Commissioner of the General Land Office in Austin, Texas, for the use and benefit of the State of Texas, during the term hereof:

«*e" %) OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
\yd&uﬁmmﬂaﬂﬁmdapmmﬂamwmmnmmﬂmdmguprn&ndmuthemmvﬂmwlmmnnhlm.
WubhdﬁumimdbyI)hu;bupo-udpice.plupmﬂu,H‘-ry,Muﬂfwﬂmmwmmmmw.dlﬁhwﬂmq
“hhﬂdmwﬁvpﬂdﬂ.ﬁ%mwl}ﬂuﬁﬂummwm«dupddhmm“mwmdwbmma])hmmdﬂnnh
(pereot, whichever is the greater. lneclpnulhﬂbdmmymwndwed&mhlndhuabylﬂudhnld.uedupmemediauﬂmitwi!lhcm&udmﬂhlmm;hn
ndoqu.ncilmdplmofmvuﬂoullypemuhnuqulpmunHucﬁdﬂbhmmﬂﬁmdhymwmmﬂmwwwﬁnhmUpm
%mﬂoﬂm«.hwwmmhmmﬂaﬂnwmmwmhwﬁmmmhmmumdmdiﬁmum'hdbylm.

AL LTl

. o/B) NON-PROCESSED GAS: Mnmyllrymy;-(in:lndiunand;u).whiﬁi.ldeﬁmdudlhy&nwbm:ndmumbnmcunudeﬁmdudlinmbp:amu)m

2 . fmmmywnllmuidlmd(aceplnpruvit.bdhﬂeinwilhtwpeahupmwmdhlphntfwﬂwe:undmof;udim.liquidhydmubomuotbupmhm)l_ﬂpmofﬁnm
wwdwmummamﬁumewﬁmdmm.mmmhbudmlhehigbeumntﬂwicepddaoﬁuedprlufmmpuabkqudityinlhgmﬁmm
sced and when run, or the gross price paid or offered to the producer, whichever is greater pr ided that the maximum pressure base in measuring the gas under this lease contract shall not at
.O'A,tmo;nmd.l‘,ﬁpom(hpanqmimhlbwltu.ndthmdudb-clunmﬁﬂlhdmy(m)dnwhhmhdumrmﬁmmbemadufummadngmhyk'lm.md
oobuﬂeaﬁcmmymdiumumxhbyﬂul!llmbkthodnrbyhmwuvedmclbodeﬂuthgbeinguudbytbeind\mryu&aﬁmeon:ﬂing_
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(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline of other liquid bydrocarbons, 1/5 part of the residue gas and
the liquid bydrocarbons extracted of the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) of the total plant production of
residue gas attributable to gas produced from this kease, and on fifty percent (50%) o that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid
hydrocarbons, atiributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in 8 plant in which Lessee (or its parent, subsidiary or
affiliate) owns an interest, then the percentage applicable 1o liquid hydrocarbons shall be fifty percent (50%) or the bighest percent accruing to a third party processing gas through such plam
under a processing agreement negotiated at arma’ length {or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry),
whichever is the greater. The respective royalties on residue gas and on liquid bydrocarboas shall be determined by 1) the highest market price paid or offered for any gas (or liquid
bydrocarbons) of comparable quality in the general nrea o 2) the gross price paid oc offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid
hydrocarbons), whichever is the greater. In no event, however, shall the soyaltics payable undes this paragraph be less than the royalties which would have been due had the gas not been
processed.

(D) OTHER PRODUCTS: As a royalty oa carbon black, sulpbur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be
"casinghead.” "dry” or any other gas, by fractionating, burning or any other processing, 1/S part of gross production of such products, or the market value thereof, at the option of Lessor, such
market value 10 be determined as follows:

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

(E} VARIABLE ROYALTY: (i) Subject to the other provisions of this lcase, it is hereby provided that in the event production in paying quantitics is established pursuant to the terms
of this lease and such production is brought on line and sales thereof are commenced within twenty-four (24) mouths of the effectivo date bereof, the royalty rate provided herein shall be
reduced 10 18.75%, and shall apply to each subsequent well drilled and produced on the land covered by this lease, Provided that, if during such twenty-four (24) month term during which
Lessee may eam & reduced royalty rate of 18.75% a3 herein provided, Lesses should drill in good faith and complete the first well as a dry hole on the tand covered by this lease, Lessee may
receive a three (3) month extension of the termn in which to earn a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations oo an
additional well prior to the expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same 20 that production in
paying quantities is established and 8o that such production is brought on line and sales thereof are commenced prior to the expirstion of such three (3) month extension period.

(i) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought oo line and sales thereof are commenced afier the
expiration of twenty-four (24) months from the effective date hereof but prior 1o the expiration of forty-cight (48) months from the effective date hereof, the royalty rate provided herein shall be
reduced to 19.375% snd shall apply to each subsequent well drilled and produced on the 1and covered by this Jease, Provided that, if during such twenty-four (24) month term during which
Lessee may eam & reduced royalty rate of 19.375% s herein provided, Lessee should &rill in good faith snd complete the first well as a dry hole on the land covered by this lease, Lessse may
reczive a three (3) month extension of the term in which to eam & reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations oo an
additional well prior to the expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in
paying quantitics is established and 0 that such production is brought oa line and sales thereof are commenced prior to the expiration of such three (3) month extension period.

{F) NO DEDUCTIONS: Lessce agrees that all royaltics sccruing to Lessor under this lease shall be without deduction for the cost of producing, transporting, snd otherwise making the
oﬂ,plmslothaprodtmwoducedhumduru&yfwnleoruse.

{G) ROYALTY IN KIND: Notwithstending anything contained herein to the contrary, Lessor may, s its option, upon not less than 60 days notice (o Lessee, require at any time or from
time to tims that payment of all of any tuyalties accming to Lessor under this leass be made in kind without deduction for the cost of producing, gathering, storing, scparating, treating,
debydrating, compressing, processing, transporting and otherwise making the ofl, gas and other products produced bereunder ready for sale or use. Lessor's right to take its royalty in kind
Mm@mm or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease,

(I} FLANT FUEL AND RECYCLED GAS: No royalty chall be paysble on sy gas as may represent this lease's proportionats share of sny fuel used to process gas produced
bereunder in any processing plant. Notwithstanding anything contained herein to the coatrary, and subject to the coasent in writing of the Commissioner of the General Land Office, Lesses
may recycle gas for gas Lift purposes on the Jeased premises afier the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable oo the gas 5o recycled until
such time'as the same may thereafter be produced and sold of used by Lesss¢ in fuch maner as to entitle Lessor to 8 ruyalty therson under the royalty provisions of this lease.

{T) MINIMUM ROYALTY! During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties paid to Lessor in po event shall
be less than an amount equal to the total annuat delay rental herein provided: otherwise, there hatl be due and payable on or before the last day of the month succeeding the anniversary date of
this lexse & sum equal to the total annuat rental less the amount of royalties paid during the preceding year.

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

5. ROYALTY PAYMENTS AND REPORTS: All royaltics not taken in kind shall be paid to the Commissioner of the General Land Office st Anstin, Texas, in the following manner:
Payment of royalty on production of ol snd gas shall be as provided in the rules s¢t forth in the Texas Register. Rules currently provide that royalty on oil is due and must be reccived in the
General Land Office on or before the 5th dsy of the second month succeeding the month of production, snd royalty on gas is due and mast be received in the General Land Office on of before
the 15th day of the second month Ricoeeding the month of production, sccompanicd by the affidavit of the owner, manager or other suthorized sgent, completed i the form and manner
prescribed by the General Land Office and showing the gross amount snd disposition of al oil snd gas produced and the market value of the oil and gas, together with a copy of all documents,
rocords of reports coafirming the gross production, disposition snd market value including gas meter readings, pipeline reeeiptx, gas line receipts and other checks or memoranda of smount
produced and put into pipelines, tanks, or pools snd gas lines or gas storage, and sy other reports or records which the General Land Office may require to vexify the gross production,
digrdgifih and market value, In all cases the wuthority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanicd
by # chesk stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays hix
or before thirty (30) days afier the royalty psyment was dus, then Lesses owes a penalty of 5% on the royalty or $25.00, whichever is greater, A royalty payment which is over thirty
44ys e shall accrue a penalty of 10% of the royalty due or $25.00 whichever Is greater. In addition to & penalty, royaltics shall acerue intorest ot a rato of 12% per year; such interest will
begig accruing when the royalty is sixty (60) days overduc. Affidavits and supporting documents which wre not filed when due shall incur & penalty in an amount set by the General Land
Office administrative yule which ls cffoctive on the dato when the affiduvits or supporting documents were due. The Lesscs shall bear all responsibility for paying or esusing royalties to be
paid’s§ Bitscribed by the due date provided herein. Payment of the delinquency penalty shall in no way operste 1o probibit the State's right of forfeiture as provided by law nor act to postpoae
&8 40 on which royaltics were originally due. The above penalty provisions shall not spply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in
‘Iime.a:hﬁhmnkdvdu&
L

L)

§ (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually fumish the Commissioner of the General Land Office with its best poasible estimate of oil and gas
Wvﬂmdulﬁng&illﬂuuﬂlwlelothisluumd:-hallfumis-'hnidenmissionawitheopiesohﬂmMmdawhichguhwldumodmdnﬂmbuqumlamummd
eamchidigents to such contracts within thirty (30) days after entering into or making such contracts, agrecments or smendments. Such cootracts and agreements when received by the General
L8 ®ffice shall be held in confidence by the General Land Office unless otherwise suthorized by Lessoe. All other contracts and records pertaining to the production, transportation, sale aod
.':.u.ksthgofﬂneﬂmdplmdwlﬂdmiuindudingﬂwboohmdmmu,mdpumddischmoflnwcu&hnhpodl,mmmdpipdineslhﬂIlallﬁmesbclubjcc!lo
o st and examinstion by the Commissioner of the General Land Office, the Attomey General, the Governor, of the representative of any of them.
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(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before

+spud date,-workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad

Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas

Railroad Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the

above-described premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey

made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit & true copy of the log of each
survey on cach well to the General Land Office within fifteen (15) days afier the making of said survey.

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

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

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-
in oil or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a
producing pooled unit pursuant to Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration
unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. Within
90 days of a partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the
partial termination, Lessce shall have the right 1o obtain a surface lease for ingress and egress on and across the terminated portion of the leased premises as may be reasonably necessary for the

tinued operation of the portions of the lcase remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a
surface lease from the Land Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further terminate as to all depths below
100 feet below the total depth drilled (hereinafter “deeper depths®) in each well located on mcreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or
- extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease (as specified on page | hereof). If such amount is paid, this lease shall
be in force and effect as to such decper depths, and said termination shall be delayed for an additional period of two (2) years and 5o long thereafier as oil or gas is produced in paying quantities
from such deeper depths covered by this lease.

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

well or wells located thereon are reclassified so that less acreage is thereafter allocated 1o said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not -

thereafter allocated to said well or wells for production purposes.

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

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

10. CESSATION, DRILLING, AND REWORKING: If, after the expiration of the primary term, production of oil or gas from the leased premises, after once obtained, should cease
from sny cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full
force and effect for so long s such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking

result in the production of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of
o gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of & well
23 a dry Role, the lease will not terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days afler the completion of the well as a dry hole, and this lease
mthm-mmm‘ummhMMMthMMWmm‘mﬂ:ﬂdﬂy(ﬂ)d‘ymhuu
written notice to the General Land Office within thirty (30) days of any cessation of production.

-

1L <IN ROYALTIES: For purposes of this paragraph, "well* means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
m at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in force and effect, s well capable of producing oil or gas in paying

is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas
meeqmtbhﬂahwﬂmﬂwﬁdndhhhu.hlubu&n!ll&nmhe&hweﬂmdﬂcn(mdn;dlupinmm To be effective,
cth shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases 1o produce oil or gas from the leased premises, or (3)
60 days after Lessee completes a drilling or reworking operation in sccordance with the lease provisions; whichever date is Iatest. If the shut-in oil or gas royalty is paid, the lease shall be
thlmlﬂunddupqnaudnﬂmudhmd‘&elmeforlpﬁbdofmywﬁmdundonhwhlymm.wﬁmdn&ﬂhydmmfdm&c

Whmmmummwummﬁmwﬂummmumawm Lessee may extend the lease for four more successive periods of
one ’zwhuyb;hmwmy—muwm&emdmhﬁuhm.

LY
* 12 1.'.‘0Mrl‘.N8ATORYROYAL'I1l‘.S: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities
lml'uawdllomdnrimhnulhmnnd(l.mo)reulddaelencdmhnmdoompldedhﬁnmmlm.uhnymhwﬁd:mmtsmﬂumeddﬂwmdmw
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maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may

#maintain the lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the
drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is 1o be paid monthly 10 the
Commissioner beginning on or before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same
producing reservoir and located within one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any |2-moath period is in an amount less than the annual shut-in
oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the
obligation of reasonable development nor the obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the deter of the C issioner, and with the
Commissioner's written approval, the payment of compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue
penalty and interest in accordance with Paragraph $ of this lease

13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in & good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office written application to the
Commissioner of the General Land Office for a thirty (30) day extension of this lease, accompanied by pay of Three Th d Dollars ($3,000.00) if this lease covers six hundred forty
(640) acres or less and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30)
day period from and afier the expiration of the primary term and so long thereafier as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling
operations are being conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such
application and payment, the Commissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafier as oil or
gas is produced in paying quantities; provided, however, that this lease shall not be extended for more than a total of three hundred ninety (390) days from and afler the expiration of the
primary term unless production in paying quantities has been obtained.

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

. 15. POLLUTION: In developing this arca, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal
. wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the
event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties.

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

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

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

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

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which
shall be stated the name of the operator, the lease designation and the well number, Where two or more wells on the same lease or where wells on two or more leases are connected to the same
tank battery, whether by individual flow line connections direct to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly
identified at all times, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not 10 exceed three (3) feet from such tank or header connection.
Said signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lcase.

17. ASSIGNMENTS: The lease may be transferred at any time. All transfers must reference the lease by the file number and must be recorded in the county where the area is located, and
the recorded transfer or a copy certified to by the County Clerk of the county where the transfer is recorded must be filed in the General Land Office within ninety (90) days of the execution
date, as provided by N.R.C. Section 52.026, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date of receipt by the General Land Office of such
transfer or certified copy thereof. Every transferee shall succeed 10 all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any prior
transferee of the lease, including any liabilities to the state for unpaid royalties.

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

19. LIEN: In sccordance with N.R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid
royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and sny
other applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may sccrue to Lessee
from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the

or processing of such leased minerals in order to secure the payment of all royalties or other smounts due or 1o become due under this lease and to secure payment of any damages or

loss bq-ﬂ-b’mdmmmd-ymwmdmmmmuwmuﬂmmmumﬁu

witflouf &urt proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee 1o execute

mﬂﬂm-whmdlymummduwﬁu&hh Lessee hereby represents that there are no prior or superior liens arising from and

tosLessec’s activities upon the above-described property o from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true,
thenjhe Commissioner may declare this lease forfeited as provided herein.

18 S FORFEITURE: If Lessee shall fail or refuse 1o make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make

anY Yse return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations

m the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the

Office, the School Land Board, or the Railroad Commission, or refuse the proper authority acoess to the records pertaining to operations, or if Lessee or an authorized agent

shagild knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to fumish the General Land Office a correct log of any well, or if Lessee shall

y violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under

'ﬁl shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall

e subject to lease 1o the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the sutomatic

o of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the

2 snother intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and
regulations that may be adopted relative hereto.
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.21. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessce is hereby specifically granted the right of eminent domain and condemnation as provided for in NR.C,
Sections 52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee.

12. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of
the General Land Office goveming drilling and producing operations on Permanent Free School Land specifically including any rules promulgated that relate to plans of operations, payment of
royalties, and suditing procedures, and shall be subject to all other valid , rules, regulati orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office’s audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other

incident to the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Leueeliullbomﬂtled!odevdopneblndfuoilMmhﬁmﬁmﬂ&inm;mw,ﬂmmnﬂu&illiﬂ;Iodimmayhemlhm“ﬂfeﬂud:poﬁdpumiuimﬁm
the Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest
ngiMmdndmydnd.dip.ﬂmhlh-dnmmbeummaiudbyhumSuuulfedallpmjoc(fuﬁnmommuaiou.whichmism.

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the casing or any part of the equipment from
mMgh,uMMum&ﬁmmmmdeﬁmwLlndomuuhi:ulbwiudwuhe;umlmu.wiwh
written consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or property owned
hmﬂmwmhhmﬁmﬁmummmﬁldlhuwwdhhwbempluwndmldldushwmpiuhwheupmpﬂiy
filled and all broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative.

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing
oﬂuﬂupmmﬂ'dﬂwhpﬂdﬂﬁ.hﬂmdﬂ.mmmﬁru.mnfﬁndu-ywdu.ndcwmldadwﬂm.hwﬂhn
puv-hd.Mﬂwhwﬂﬂmﬂhwmmﬂmwm»MWdhmhndOﬁahmmof
w:m-dmhﬂmhﬂ-ﬂ-hdnwhhﬂmbmh-mﬁ(nwb&emdhuopﬂiimw:m&dhﬁem:dmuu
mwhwuhd);nd&lﬁnnhllbeumddwﬁkndnhn;-lmhmmﬁd.bynymm.ﬁmﬁiﬂh;mﬁn;wadmumﬂn&a
gu&mlheMmmm.umbenin-dnlllnmmmdwwdmmMMMMGaMm.wwmwlddﬂbl
. suspension under any applicable statute of this State.

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

26. I!IDUCTIONOI"[AYHINI'S: u.mmmm.-mduuwwmuhuhwmmmwa.mﬂuumww
the School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, at any time after the expiration of the primary term or the extended term, this lease covers a
Jesser number of acres than the total amount described herein, payments that are made on & per acre basis hereunder shall be reduced according to the number of acres pooled, released,
MuMMnﬂmmmlwmw:uhhmﬂmhmm;mmwﬂhwwwmmdm
outside the boundaries of a pooled unit, o, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

27. SUCCESSORS AND ASSIGNS: mmwmmwmmummumumwummmmmu
assigns of Lessee herein.

28, ANTIQUITIES CODE: humumwawawmammmuﬁmmwmmmmwm
mdmmwumwmﬂhmeCmMnMMMmhmumwm“mu
findings, as appropriate. Mhﬂpﬂyﬁﬂunﬁdhwwwmdlmmm.wmﬂi;IGUS.CA4N).IA-"“M’!&M
Antiquities Code of Texas, Chapter 191, Natural Resources Code, as amended.

19. VENUE: lﬂ.‘lﬂ.&.hﬁh&glﬂuﬂm-ﬂ-ﬂmwwuhwdmﬂuudlmdﬂsmm“aw
np&;h&pﬁdﬂd‘ﬁlhﬂqwrﬂmhnymlnlusMabwmm,mumﬁmmﬂ.ﬁdlhhawdeWhTm
County, State of Texas.

30, LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code, this lease must be filed of record in the office of the County Clerk in any county in which all or any part of the
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the cextified copies sent to the General Land Office.
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31. EXECUTION: This oil and gas lease must be signed and acknowledged by the Lesses before it is filed of record in the county records and in the General Land Office of the State of
e Texas. .

’ TITAN RESQURCES, L.P., By and Through [ts
Ceneral Partner, TITAN RESQURCES 1, INC.

=27

Dan P. Colwell
} TITLE: Vice President - Land

DATE: September 25, 1998

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

. COMMISSIONER OF
OF THE STATE OF

E GENERAL LAND OFFICE

STATE OF TEXAS (CORPORATION ACKNOWLEDGMENT)
COUNTY OF___ MIDLAND

BEFORE ME, the underxigned suthotity, on this day personally eppeared DAN P, COLWELL

known to me (o be the persoa whose name is subscribed to the foregoing nstnument, as___ Y| CE PRESIDENT = LAND of TITAN RESQURCES |, INC.,
General Partner of TITAN RESOURCES, L.P.

and scknowledged to me that he executed the same

Given under my hand and seal of office this the 25th day of September

OO0 - OO0

for the purposcs and consideration therein expressed, in the capacity stated, and as the act and deed of said corporativa.
|

MARYLYN GIEBS
NOTARY PUBLIC
STATE OF TEXAS

STATE OF, (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

*eae® Before me, the undersigned suthority, on this day personally sppeared

e
Wfaanehbom:;:m“mma?umbwibodbmfmgdnghwumt.’mdachuﬂcdgedlomlhﬂﬂwyexmwdwe
sumne for the purposes considerstion therein expressed.

*4*+  Given under my band and seal of office this the day of ,19
[E Y T
-:...: .

. ¢ Notary Public in and for
..loo )
l....

- i:....: - -
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Lease Number Book/Vel Page Entry County / Parish State

TX299-109-150-000-00 78 352 |51202 CULBERSON TX

Lease Name: State of Texas Lease Date 08/04/98

Legal Description

Section 40, Block 53, Public School Land Burvey, Culberson and Reeves Counties, Texas, containing approximately 640 acres as shown

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

(O
(d®
[ o
Exi
o)
o
ND

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-99609

Payee (s8) Account Number Amount

State of Texas CZX/J<%4O'OO

General Land Office
1700 N. Congress Avenue
Austin, TX 78701

T Han Resources LA 2y

RN - Period Beg. 08/04/1999 DELAY RENTAL CRECY % 100423

thereof to the parties named and in the amounts indicated Should any difficulty of any nature arise, DO NOT RETURN our check, but
make owiww deposit to the credit of the party named in a special account, and advise us as soon as possible for further instructions.
. s e

.. -
saee
- - .
LL] .
.

£ 100422

INSTRUCTIONS TO DEPOSITORY: You have been designated as depository for the above described payment Please credit the proceeds
|







Check # 101234 v PW‘Q fesourc&q L f/ \9\\

'1d / MMS Eff. Date Recording Information 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

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

00 61084

‘ Payee Name & Address “SSN/Tax Id Number

State of Texas, acting by and through the
Commissioner of the General Land Office Federal Tax Withheld
1700 N. Congress Avenue 0.00 N
Austin, TX 78701 g e 4 T
Total Bank Charges
0.00
Payment | Period Payment Amount Bank Service | Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/04/2000 12 Delay Rental 640.00 0.00
‘ /7 | | | 0.00 | 0.00 | |
Tewy .
LY
st I I 0.00] 0.00] |
it ] | | 0.00] 0.00 | [
i 7
. L)
P | [ 0.00] 0.00 l
-4
. see

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us |mmed|a_telyN 0 1 O 1 2 3 4







Check # 102567

~ Property Id / MMS Eff. Date tion 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, containing approximately 640 acres as shown on the Official Map
of Culberson and Reeves Counties on file in the Texas General Land Office, Austin, Texas

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the Commissioner of the General Land Office
1700 N. Congress Avenue Federal Tax Withheld
Austin, TX 78701 0.00
1 e SO CLS Total Bank Charges
0.00
" Payment | Period Payment Amount | Bank Service Property rope
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
08/04/2001 12 DELAY RENTAL 640.00 0.00
) N h» see o
/1| [ | 0.00 | 0.00 | I] id" .
/1] | | 0.00] 0.00] |
LER L]
oY vt S
/1] l [ 0.00] 0.00] 1 e )
LO LK U .l ..0.
1] [ [ 0.00] 0.00] AN seets

01049568

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediatN 0 1 0 2 5 6 7




fleno. NEN 9607 7

Date Filed: ?/éf/ﬂ/ d

Dav!J Wﬁ Commissloner
By




Check #9901471

TX299-109-+50-000-00 08/04/1998 | 11/21/98 BK 78 PG 352 ENTRY 51202 ,* o:- " Y . T&as Culberson
M-99609 : R
e . .! . :0 .
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, containing approximately 640 acres as shown on the Official Map
of Culberson and Reeves Counties on file in the Texas General Land Office, Austin, Texas
0204723 26
Payee Name & Address SSN/Tax 1d
State of Texas, acting by and through the Commissioner of the General Land Office
1700 N. Congress Avenue Federal Tax Withheld
Austin, TX 78701 0.00
9 |
| . Total Bank Charges
0.00
Payment | Period ~ Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-1d
08/04/2002 12 DELAY RENTAL 640.00 0.00
1] | | 0.00 | 0.00 | It
/1| ® | | 0.00] 0.00] [
— J
TP L
L &~ | | 0.00 | 0.00 | | 1IN
& v (41"
Y N [ 0.00] 0.00 | [ 7\
O ’

Instructions td'.depositBﬁ: you have been designated as depository for the above described payment(s). Please credit the proceeds the 0,
named and in ﬁfe’amougis indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. go i z ; 1




'F_ 0

By —

Date Filed: — %z g Z'gi ;_Q.. i
David De huwper




