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APPL I ANT 
A REEM ENT 

OJ9614 
AUGU T 4, 1998 

M CNERAL L c A E DID APP LI A TI N 
Texas General Land Office ED - CA--040(8-93) 

I agree, if awarded a lease on the referenced tract, lo comply with all tenns 

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

APPLI ANT Name 

IDENTIFI ATION ---------------------~ 
TO APPEAR ON Address __ ;;..;:__ __________________ _ 500 W. TEXA , UITE 500 

LEA E (type/print) 

AREA 
DE RIPTIO N 

DID 
IlM I 

ML. NO. 

18 

APP LI ANT 
T ' J.D. II 

I NAT RE F 
A E T 
(type/print below) 

City M IDLA D State TX Zip 79701 

Telephone ( 91 ~ 498-8600 
(Include +4 Code) 

Culberson Public chool Land 
County(ies) _____ _ Survey/Area -----

15 (lf Applicable) 252.54 103 
Olockffsp. Sectionffraet Acres -----(! f Appl icablc) 

(A) Cash Bonus Enclosed ($) ___ (typc/pnnt amount below) 

$6,560.99 

.._(O...,_)_S_al_cs_F_·e_e_A_lta_c_h_cd__.($_.) ________ (type/print amount below) 

$98. 42 
T his a les Fee is 1- In% of the cash bonus as provided in Section 32.1 JO o f the 
Natura l Resources ode as ntncnded. 

APPL[ ANT (same as above) 
T ITA RE OUR E , L.P. 

~c:>&>-
John E. Lodge 

no AM T ONLY (A) 
o Not include 

($) 6. 560. 99 __ 
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~ untin , 'Otexnz - ·-

OIL AND CAS LEASE 
N0, 1,Mffl' 

W!IEABAS, ~ 10 dio Tcus Nltllnl Raourca Code a..pc.cr, 32, 33, SI, llld 0uqica- Sl, Subcblplcn A·D llld H, (aid Code bdna badnallcr rdan,d ID III N..R.C.). md aibjcct ID all 
rulee IDd rqulMiom promulp&cd by tho Commialoacr ol lbe Ocncnl 1.-1 Offico llld/or Ibo School I.-! 8-d punumt tbcrct.o, llld all ocher epplicablc lbllUta 11111 1111cndmmu ID llid 
N.JLC., lbe Collowina wca, ro-wlt 

Nil Of NL'' A Sil OF N'WI' A Sil OF SW/, OP SECTION 15, BLOCX 103, PUBUC SCHOOL LAND SURVEY, CULBERSON COUNTY, TEXAS, CONTAINlNC 
AJ'PROXIMA TtLY 151.54 ACR!S AS SHOWN ON TI IE OFFICIAL MAP OP CULBERSON COUr<n' ON YIL.t: JN TI IE TEXAS GENERAL LANO OFll'ICF..., AUSTIN, TEXAS, 

,..., eftor bclila duly 9dvatiled. oJTcn,d for leuo on lbe ,111 ~ of Aucu,t. 1'91, It 10:00 ddoc:k LllL, by Ibo Commi.aloncr of dio Oeocnl L.md Office of dio Stale oCTcu1111d tho School 
Lad 8-d ol Ille Slllle olT-, for lbe IOle 11111 ooly purpo,c oC pr(llllC!Clina lod Gilliaa for, 11111 producin, oil llld/or p.s !hit may be fOUDd IDCI produced from lbe abow dctcribcd wca; llld 

W8D.BA.5. after all bids md l'ClllffllllCa wblda Wa'C ..-:i~ up IO said time~ bccD duly COlllidcred by Ibo Commlaloocr ol tho 0cncnJ Lllld Office llld tho Sdlool 1.-1 8-d It I repi. 
IIIOCCiq tliaeo(lo lbe Ocncnl L.md Office, oo lbe ,111 ~ ol Aupn, I"', bcrc:ioat\cr lbc "dl'ecdve dale" llld it wu fOUDd llld dc:ca1lllllod !hit TITAN RESOURCES, t...P. wboec addrca la 
500 W. TD.AS, sum 500, MIDLAND, TX 7'70 I had offered Ibo hlgbat llld bdt bid for I lcuc o{ Ibo na abow dclcn'bcd 11111 la, tbc:rcforc. cotidcd ID r-=iw 1 "-c cha-= 

NOW, TIJER.EFOIU!.. l. a.ry ~ Commiaioo« ollho Gcoc:nl Lad OOke o(lho S-clTc:xu, bcrdaaftcr 10111c:ti.mes rdan,d 10 111 .,,_,- ..tio.o edcs'Cll b Alllwl, Tc:xu, by vlr1Uo ol 
lbe lllilloricy ~ ID - -s la comldcndoo o/tbo ~I by dio hcrdnallo' dcslpii,Dd 1-. tho MD al Sh T1Mwud Fm Uundrtd Sixty ud "'100 0.0..n (u,s6(U,). n,cdpc ol 
~ I, WC1by IICbowlcdpd ll!ld oltbe roy..ttlcs. CCMOUlllS., llipul.ic- llld ooodidom OOllUIUM>d ll!ld bcrcby IIJ"OOd IO be paid. oi--i llld pcr{onnod by 1.-, do bcrcby dembt. lf'IIII. 
i-aad Id IIIIIO die above -tiooed bidder die exclusive risbl to prolPOCl for, produce aad cab oil llldlor ps &om tho .COl'Cllid area upon tho Collowina ICnllJI 8Dd conditlcm, to-wit 

L Rf.SD VA TION: Tbac la bcrcby c:xccpled aod n:xnocd ID 1..-- lbc full uc oC Ibo proper1)' 00\U'Cd bcrcby aad 1111 risbl:s widl rapoc:t 10 tho ~ 11111 aiblunacc tbcreo{ (or my llld 
Ill purJ>C*1 Qcq,C dlOtC ~ llld ID the excall bcttiD p11110d IO Ld,c,c, IOJcdlc:r wich tbc ri,tiu al lopas 11111 qrc:u lllld u,c oC said lllldl by l..cSlor 11111 Its miocnl lcsleea_ for purpolCI al 
c,cplorloa for llld pnxk,cina tho mlnerab wbicb •• DOC CCMll-od. or wbldl may DOC be 00\U'Cd la tho 1\11\n, lllldcr Ibo tcrm1 ol this 1-. but wblc:h m-, be loailod wichln dio IUlfaco bound.tries of 
doe -.c,d llml. All of !be risbu in llld IO the leased ~ rcuioed by 1.cSlor 11111 Ill o{ Ibo ripts in llld IO chc 1-1 ~ pllllcd IO lcace badn aba1J be curcued in IUCb I m.lllllCI' elm 
nclcbcr wlJ WMMly inlerfCR with die opcratiooJ o(lho ocher. 

l. TtRM: Subject Ill tho oChc:r provWom bctwl. this leuo ahalJ be for a 1em1 ol five (S) r-- from the cfTcetive dllo hcffl>f (bercia called •pruiury c.cnnj aad III loo1 cboullcr u oil or ps 
IJ ~ in ~I qumtitics from said area. 

3. DELAY RENTALS: lfoo -u be commcoocd on tbc laod bcrcby lc:a,cd oo or before chc IIWYUIIII)' d.Mo o{th!J lcatc, this Jca,c lhall lalll.UIIU u ID both plrtics llllless tho Lalcc on or 
bdore aid clMe ahaU p,y or lclldcr 10 Ibo Com.mlJa;loocr o( cbc Gcoc:nl Lllld Office of the Stale oC Tex.II • Austia, T CUI, tbc ,um ol 0ae Dollar ($ l.00). ptt' 8Cff, wblcb ahaU opcnle • rental 
aad _. Ibo prlvilcse o( ddarlna lho com:meocemCDI ot 1 -U for cwdYO (12) monthl from said date. ID lib - aad llpOD tin ~Clltl or ICftdo1 the oomDIC'l)()CfflCDI of • well ~ be 
fw1IMr dc(an,d for like periods of lho ume ownber of mondu ~ dlnla tho prim.wy c.crm bad. 

4. PRODUCTION ROYAL1lf.S: Subjca to lho proYbloaa for royalty recb:tlom eel OU& bl~ (B)olchiJ porq,,,pb 4, llpOD producdoe oloil-slor s-, cho Lcace acr- to pq 
or - ID be pllid IO die Commlsa1oncr oC tliie Ocncnl Lllld Off'ICC in Amdn, T cus. (or lho '* 11111 beocfit cl the Sw.e ol T cus, dl.rriDa the tcna bcrcae 

(A) OIL: }J • royalcy Oii oO, wblc:b ii ddined .. loclucillc all bymocnom produced ... I llquld Corm It lhc mouth ol the -11 aad also all c,oodcnD!c diJtillllle, aad ocher liquid 
~ ~ from 0tl or ps nm ibrougb • ICl*ll« or other c,qulpmc:111, u bcrciDal\cr proYidod. 11'5 l*1 ol chc s,,m productioa or chc marut vahle lhaoc( • chc opdoD of tbc Lc:aor, 
Mil val11e ID be de1am1ocd by 1) the hlat- polled price, plu.s premium, I! my, olTcrod or pmd for oil, ooocJim..e. dl,tllbtc, or ocher liquid lrym~ ,aipc,c:tivcly, ol a~ l)'pe al smilY 
bl the aa,a.i - whc:ro produced llld whal rua. or 2) the blpat immt price thcroof olTcn,d or s-Jd ID the acocnl - whc:ro produced aod wbm 1n111, or 3) chc poa proceeds ol dio Ale 
lhcn,o(, whlc:heYff b Ibo pula'. Lcaee qrec:s lbM ~,- MY ps produced Crom chc laad bcrcby leucd b IOld, u,c,d or proocac,d la • plant, It will bo nm Ow oC - IO l..cSlor lhrouab Ill 

adcqule oil and ps ICf*'8IOr ol oonvcol.looal cypo or Olhcr cquipmCIII • lcat u cffidmt to Ibo cad that Ill liquid b~ rccownblo from dio p.s by aicb - will be rccovcrcd. Upce 
written OOIIKIII of Laeor. lhe requlranent llw IUCb p.s be ND lb.rooah ,uc.h • ,q,entor"' ochct oquipmCDI ~ be w.i~ upon IUCb la1IU Md conditiona u preacribcd by '--· 

(B) NON·PROCESSED CAS: JJ a royalty on any p.s ('mcludina llaml p.s). wltlcb iJ defUIOd u all bydrocarbotts lllld pseou, submocca DOC dcfiocd u oil lo subparlarlpb (A) lboYe. 
produced Crom 111y well on Aid land (except III provided bc:rcill whb rcspcc1 tops proc.cs,cd bl I plaol for dio c:xuxdoo oC pJOl1oc, liquid byd,ocatboos or Olhcr prod\K:U) 1/5 pan o( chc &J'OII 
producdoe or the nwicct value cbcn,of, 1t lhc opdoD of lhc Lessor, aich vali,c to be bued OD Ibo blgbcst -'cct price pald or offcn,d for ps ol compeoolo quality lo thc gmcnl area wbcre 
produced llld whm rua. or die cross prlco pllld or olTcrod co Ibo producer, wblcbcva- u p-caur provided thll Ibo madmwn prcauro bac In IIICUUIUll lho p.s lllldcr dtlJ ,_ oontrld shall DOC • 
111y lime exceed I US pouodl per aqlWC IDch ati.oluce, llld chc ~ t.le lallpcnture lhaD be lixl)' (60) dcarees Flhrmbeit, «mCUoO 10 be made £« prcauro ~I IO Boy\o'a Law. aad 
for ,pcdflc sravlty IOCOl'Ctilla to IC3l made by lbc Dalaocc Md.bod or by dio mOII appnMd method of IClllna bdna med by the ln<wuy • tho limo ol ~ 



cq PROCESS£D CAS: lu I royalcy 00 any ps proc:csscd bl I p,olu>c plant or ochcr plant for lbc rcc:ovay of psollDC or ochcr Uqwd bydrocatbonJ.. IJS part of the l'Clldue ps llld 
dic llqoid b_ydiocarboiu c:xnc:lcd or tbc mMii:d value thcrco{, 11 tbc optioo ol the Lcuor. All royalties due hcrcui aball be bucd oa ooc hundred percent (100%) of the total plant productioo of 
residue ps .un'butable IO ps produced from tb!J lca.,e, and oo fifty paec:ol (50%) or dw paec:ol ~ lO Lcsscc, whicbCYa" Is the s,-cater, ol the lOc.al plant produc:tioo of liquid 
~ 11tn'butablc lO the pl produced from tb!J lcax, prov1dod dw if liquid llydiocmbou arc l'CCOYCl'Cd from pl proc:csscd m a plant bl which Lcssoc (or ill parent, aubddia,y or 
~) owu III blleresl. lbcn lbc pc:teeDIA&C .pplicablc lO l,quid h~ ab.all be filly pcrccnt (50%) or 1bc highest percent 1CCNU1g IO a third !*()' proccalng ps through ,ucb plant 
-'er a proccailla qrocmcot oc&O(iatcd • arm1 lcqth (or if then, Is DO Aadl third l*\Y, the blgbc:st pc:rccnl lbcn being spccilied bl proocssln& qrocmcots or coornc:ts bl the lodust,y). 
~ Is the greater. Tbc rcspcc:tJvc royalties oo residue ps and oo liquid bydroc:mbons aball be clctamincd by I) the blgbcll mart-et price paid or offered for a.oy ps (or liquid 
~) of compinblc qualicy bl the gcocnl erca or l ) the IJ"OG price paid or offered for aucb residue p1 (or the wdgblcd avaqc grou adli.ng price for the respc,c:uvc p'ldca of liquid 
llyd,ocmbou), whichever Is the s,-catcr. lo DO evml, ~ . aball the royalties payable under tb!J paragraph be less th.a the royalties which would have been due bad the ps noc been 
proccsted. 

(D) OTIU:R PRODUCTS: lu a royalty oo catboa blaclt, IUlpbur or IQ)' ocher produc:u produced or manufacrurcd from gas (cxccpting liquid hydrocatt>ooJ) wbcthe,- uld gu be 
"cuingbcad. • "dry" or ,ny ocher gas, by frac:donatlna. bu.min& or 1t1y ocher proccaillg. 115 part of grou producuoo of such products. or the mancet value lhete0f, at lhc optloo or Leuor, aucb 
m.v'cd value lO be determined u follows'. 

(1) Oo the buia or the highest marled price ol each product, during lhe umc moolh In which auch product Is produced, or 
(2) Oo the buls of the avenge gross sale price of c.acb produc( for lhe same moolh In whlcb such products arc produced; whlcbcvcr Is the grcala. 

(E) V ARlAB U: ROY AL TY: (i) Sub,icct IO the other provlJlons of th.ls 1-. ii Is bcrcby provided dw In the event producuoo In paying quantitlcs Is csi.bllshed pursuant lO the terms 
r,( di.ls lcuc and such pl'()(luetiOD Is brougbt OD lulc and Illes thm,of arc commenced wilhlll !Wally-four (24) months of the dTcctive date hereof. the royalty rile provided herein &hall be 
reduced IO 11. 7S%, and ab.all "Pl)ly IO each ,ubtcqucnt wc:U dn1Jed and produced OD the land oovcrod by this lease. Providod that, it durin& such IWCOl)'-four (lA) month lcrm dunng which 
1-~ma reduced royalty nle ol 11.75% u bcrdA p,vYidod, ..._ mould drill bl aood faith and complete the lint wcU u a dry bole oo the land oovcrod by di.ls lcuc, Lcsacc may 
r=vc a lluw (l) -th extaulOD o(the lam In which IO m a rcducod royall)' nle by siviD& notice IO the Commluioncr o(tbc Ocncnl Land Office. commeocin& drillin& opcnli.ODJ on an 
edditioul wdl prior IO lbc cxpin,doo of aucb three (l) mODth pcnod a.od prolCCUtina diligently a.ad in aood faith the drilling of such additional well and complctina Ame ,o that producuoo lo 
pmylq quantities Is cstabwbcd and 10 Iha( M:la producdoo Is brought oo tillC a.ad sales thcreof arc -.unc:occd prior lO the cxplntioo or aucb lhrcc (3) month Clt\CIWoo paiod 

(11) lo the evait produaiOD in ~ quantities Is cstablilbcd siur-t to the tamJ ol this lease and aucb production Is broucht oa line a.ad a.Jes tbcrcof arc oommc:occd al\cr the 
cxpin,doo oltwcnl)'·four(24) moo.tbs from lbc dfcc:tlVC datc bcrcoCbul prior IO thc cxpln!loa offorl)'-clgbt (41) months fiUD the dTcctive dale bclwf. the royalty rile provided hcrcui &hall be 
rcduccd to 1'.J7S% and lhall lf)ply to QCb A&t.cqucot -11 mflJ.c,d a.od produced oa the Lmd CXMrCCI by this leafc. Provided that, it during JUcb twcn()'-four (24) month 1crm durin& which 
Lcuoc may ca,u a reduced royalty rile ot t,.J7S% u bcrdn p,vYidod, Lcacc should drill lo good faith and complete the 6nt wcU u a dry bole on the land oovcrod by th.ls lease,, l..cuoc may 
rccdve • lluw (3) month cxtauioo o( the tcrlD In wbJcb lO cm11 a roduccd royalty rile by pving nocice lO the Commission.er of the Ocncnl Land Office, comma.ldng drilling opcnliODJ oo an 
edditioul wcU prior to the cxplntiOD o( aucb lhrec (3) moath pcnod end prolCCWDI diligently and bl aood faith the drilling of aucb additional well and completing Ame ,o lhal productioo lo 
pmylq quotities Is csubliJbed and ,o Iha sud, pl'()(luetioo Is brougbt OD tillC -S salcs thcreof arc commenced prior lO lhc cq,lnltioo of such three (3) moolh cxtcnsloo paiod. 

(P) NO DEDUCTIONS: LcSloc agrcca thal all royalties ~ IO Lcuor under th.ls lca,c &hall be without deduction for the cost of produclng. ll'anJpOl'ting. and ochawbc maldna the 
oil, ps llld other products produced bcrcundcr ready for Ille or utc. 

(C) ROY AL TY IN KIND, N«whbst:alldlna 1t1ythlng cootaln.cd b.crdn to tbc COOIJWy, Lessor m.v, • lu option., ui- noc lcu than 60 ~ oodce IO Lcssoc., rcqulrc • any lime or &om 
time IO time that ~ ol all or aey royaltlea ~ IO Lcuor uodcr di.ls lease be made bl lr:iod without doductioo (or the OOII of produdq. plhcrin&, llorlna, lepll"llUII, trcatloa, 
debylhdq. comprcaaq. proocaing. lnllJpOl'ling and othcrwuc maldog tbc oil, ps llld other products produced ba"CWldc:r ready for sale or use. Lcslot's right IO taltc lu royalt;y lo kind 
lball .ot diminish or 11eptc Lcslot'• rlgbts or i..-'a obllplio,u, wbdhcr cxprcs, or lmpljcd. under th.ls 1-

(I.I) P1..AHT FUEL AND RECVCL!D CAS: No royall)' lblll be pl)'llble OD aey ps es may rcprc$Clll di.ls leuc'a proportioaalc share of aey fuel II.Jed to proccu ps produced 
lwremder- ii aey proccaiq plait. Hotwi~ IQ}'1hlna comaiood bcrda IO lbc COQlnry, llld aubjcc:t IO thc OQIISal( in writiq of the Commlssioocr of lhc Gcocn1 Lmd Office, Lessee 
IMIY recyde ps for ps lift purpc)ICI oa the lcucd pmnlJCa after lhc liqwd t.,yd,ocarboiu CODtaiDcd ID the ps have been l'CIDOYCd, llld DO royalties lhalJ be pl)'lble oa the ps ,o rccydcd until 
,uda time .. lbc ,ame may lbcrcaflt:r be produced llld aold or ucd by Lcuoc ID IIICb - IS IO cotidc Lcuor IO • royall)' ~ uodcr the royalt;y provlslooJ of this lcaJc. 

(I) MINIMUM ROY AL TY: Dl.riDg mty YQII after thc ~ of thc primary lam of di.ls lcuc, If di.ls lcue Is maintained by produclioo., the royalties paid lO Lcuor In DO cvau aba1l 
be lea tbm m mnOUDI oqual IO lbc IOCal anmw delay rental bcrda pvvldc,d; ocbawuc, tbcn, &hall be due and payable oo or before the last ~ of the month .-llng the mnlvcnary date of 
Ibis '- a 111111 oqual IO the IOl:l1 amu,al rmlal lea the anOWlt ol royaltics paid cluriq the prc,oc,dina ,---. 

(J) MARGINAL PRODUCOON ROY ALTY: Upoo ~ a writlal applk:idoo., the School Laod Dowd may reduce the royalty rate Id out in thb peraanpb .oo/or the minimum 
l'OYMIY act out io oubpancrapb 4 (!) to CXICOd the ~ life o( di.ls lcuc llld c:ocounce rooovay of oil or ps th8I mlgbt olhcrwisc l'C1Jlain lllll'CCOYa"Cd. Any IUcb royall}' rcductloo must 
coalona to Ibo rcquircmmu r,( my School Lmd Bcwd .ctmlllucndw rulcs OD di.ls aubjoc:t. lloyall)' may DOC be roduccd below the "Pl)llcablc lblUUlf)' minimum. 

S. ll.OV AL TY PA YM£NTS ANO ll£POJtTS: All royaldcs Kit takal la klad lha1l be paid to tbc Commluioacr of lbc Ocncnl Laod Office at Auatin,, Tex.u, In the foUowlna-. 
~ o(royalty mi producuoa r,(oll llld ps lball be es~ ill d,c Nies act for1h ID the TCl:U R.qultr. Rwea a&m:Dlly provide Iha( royalty on oll Is due llld mUll be roodYOCI bl the 

0..- 1..-1 Office OD orbclcn the 5di ~ ollbe--S mODlh •ICCOCldi.Qa the~ ofproducdoG, and royalcy oa ps Is due llld mUll be reodved In lbc Ocncnl Land Office mi or before 
..,. I Sdo ~ ol Ibo -ci mClllb .ococodi ... lbe eoadi ol produdioa. ~ by ihc affidavit ol Ibo owocr, ..._...« or ocher aulborlr.cd qait, compldcd In the form a.od 111M10er 
prwcribed by the Gcocn1 Lmd Office llld lhowiaa the IJ'OII mnOUDI llld dlspoGtion o( aU oil and ps produced and the mfld value ol the oil and ps, toactbcr with • copy o( au document,, 
1-.da or rq,oru coofirmu1c the P'llA produdioQ. duposition llld msbt value lacludlq ps mder readinp, pipeline rcocipu, ps line roodpc., llld Olhc:r chcc:b or mcmonoda o( amOWlt 

produced -S put into plpdlDca. tmb, or pocu llld ps ll.ac:a or ps IIOl'ap. llld my ocbcr rq>OIU or records wblch lbc Gcocn1 Lmd Office may rcqulrc to YCrify thc pou production. 
~ llld maricd vall*C. In aU - lbc audlorll)' o( a mmaaa- or IC'CDl IO act for the Lcuoc bcrdA mUll be 61ed In lbc Gcocn1 Lmd Office. E.cb royalty ~cot &hall be eccompanlcd 
by a daeclc llllb, acbodulc, .-mary « ocbcr ranittJDce advice eowla& by the Ulipod Ocncnl Lmd Office leuc ownbcr die IIDOWll of royalty bcin& paid oa c-=b lease. If Lessee ,-ys bis 
ffrfWI)' mi« before dli1')' (30) day, all« cbc royalty~, - 4b. lbc:a .._ owes a pmall)' of 5% oa the royall)' or ru.oo, wblcbcvc:r Is s,-catcr. A royall)' peymCDI wttlch Is OYcr lhlny 
(30) ~ lac lhall lCCI\IC a pcoalty ol 10% of the royall)' ckicor W.00 ~ Is pater. ID additiOD to a pcoall)', royalties ,ball ICCI\IC lnla'CSI II a rMC o/ 12% pcrycr, JUCb inla'CSI will 
bqla .:awia wbco the royalty la ,1xty (60) day, CIYCl'dlUc.. Amdrn11 llld mpportiog docummu wblch .-c DOC med wbco due aball locur a pc:nali;y In 1t1 anOWlt act by the Gcocn1 Land 
Oflicc ~ Nie wt.id, Is drocdve oo Ibo da&c wbco Ibo affidnits or aupportiq documents wa-c due. The LcSloc aball hew aU rcsponsibilicy (or peylng or c.wing royalties 10 be 
pMd • pracribod by dic due da&c ~ bcrda. P.ymcm o( the dclloqumc:y pcnalcy aball ID DO -, opcnk IO prohibit lbc Staid, right o( forfeiture u provldod by law nor act lO po.tpooc 
dic dale mi which royaltles wa-c oripnally due. Tbc ~ pcoalty provWons lhall DOC ll)l)ly bl euc:s of tide dl,putc u to the Statd, portion ol the royall)' or IO that portloa of lbc royall)' In 
dl,putc u 10 wt DWbt value.. 

'- (A) ~ERVES, CONTRACTS AND 011I&1l UCORDS: Leac,c aball mntlllly furnbb thc Commissioner of the Gcocn1 Land Office with 111 best possible estimate of oil and gas 
l'C8CIIYCI mdcrfyiq Ibis lcuc or allOC8blc to Ibis lcuc llld aball flUll.isl, uld Commluioacr wltb copies of all cootncu under wbich gas Is aold or proccs.aod llld all llllblcqucot qrocmcots and 
w 111 :trr-c. IO ll.lch coocncc. wldwi dliey (30) ~ a.lier cotcrloa ID~ or maldq aucb cootree:11, oar-na,11 or amcadmcntJ. Such coocncc. and "IJ'CCDICOII wbcn rood YOd by the Ococ:n1 
Lmd Oflicc mil be bdd In coofidcoce by Ibo Gcocn1 Lmd Office mlea oCbcrwlJc -..dioriz,cd by Lcuoc. All other cootncu llld rcconb pcrtalnlna to the pl'()(luetioo, lr'IIIJpOIUl1on, Ille and 
a.bciq ol Ibo oil and ps produced oo aald premuc:s, locludula Ibo boob and -.m11, roodpu and ~ ol all wdls, taob, poou. meccn, and pipelines ab.all II all times be aubjoc:t lO 
lupecdoo -S c:xambudoo by lbc Comml.uloocr of lbc Ococnl Lmd Office, lhc Anorncy Ocncnl, lbc Gow:rnor, or lbc rq>rc1C11tatlvc or any or them. 
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(8) DRJ LLING RECORDS: Writtco DOdoo ol all Ol)Ct'IUOII.I on lbu lcasc ahalJ be .ubmincd IO die Commwlooa- of tbc Omcnl Laod OOioo by Lcace or opcntor live (S) cbYJ before 
IJNd dlle, ~ . rc-a1cry, tcmponty lbmdonmCllll or plua and lblndoomCllll of oay well or wells. Such .....,;tta, DOdoo IO die Omcnl Laod OOioo ahalJ lochMlc copica of Rallro.d 
Commluioo fon,u for wladoo IO drill Cople1 of -'.I lats, completion rcpocu MM! pl11aglog rq,otU aba1I be supplied IO the Omcn1 1..-1 Office Ill tbc bmc Ibey 1re filed whh lhc Tau 
l.ollro.i Ccauoluion. Lcasce w.11 ,upply die Ococnl Load Office with my ,---ds, mcmonoda, IOCIOIIIIU, rcpons. cuaiqs and corea, or other lnfonnadoo rcutive to tbc opcratlon o( tbc 
~ 'bed pn:mlscs, wblcb ~ be rcqucalCd by lhe Ococnl Load OOk ,,e., lo addition IO lhOlc bc:rclo cxprculy provided for. Lcasce ahall have 1111 cl~ aodlor rwliol,c;dvi(y rwvq 
aade on lbe ~e ICCtioa., from lhc base of lhc IUrfllCC casing IO tbc toW dcpdl of well, of all wdll drilled on tbc above dcsaibod prcmiJa aod lhall lnlUmll a 1n1c copy of lhc loa of c.cb 
wrvey on cach well io lbe Ococnl Laod 00",cc widwl rlftoca ( 1 S) cbyw al\a' tbc makiAg of aald ,urvcy. 

(Q PENAL TI £5: LcPcc ah.JI Incur • penal!)' wbmcYff rcporu, docummtJ or ocher malcriab arc DOC fil.ed lo lhe Ocncral Laod Office wbeo clue. The penal!)' for lalc liU.0. lhall be Id 

by lhe Ocncral Land Qffl()C ldmin.lJCrallve rule wblch Is clTcctive on the date wbm lhe mataiab Wa"C due ln !he Ocnc:nl Land Office. 

7. REI' AINED ACREAGE: Nocwh.h11.1ndiag any pl'O\IUloo o( lhlJ lease la the coouwy, 11\cr a wdl producing « eapeblc of producing oil « pl hu bcea oomplded on the lcucd 
pmniJc&, Lcacc lhall c:xcrclsc lhc dillgcnc:c of a rcuonably prudent opcntOf In drillillg sucb addlti~ well « wdls u m.-y be l'CUOIW>ly acccssary for tbc proper devdopme111 of cbc lc»ed 
prcmlscs aod ln mncdna !he productloo lbcrcoo. 

(A) V&RTICAL: In the~ lbu lease Is Ill force aod dfcc:t 1WO (l) yews al\a' lhc c,q,lradoo cl.me ollhcpri.au,y orc:x1mdcd ICnD ii lhall lhcn 1.Cl'llllllale u IO all oflhc lc»ed prcmlJca, 
EXCEPT (l ) 40 .a-cs IWTOUOdlnc each oil well eapeblc of produdoc In peymc quantitica and 320 ICl'CS ...-oundi.na each ps well cai-ble of produdna ID paylnc quantJtJca ("mcllldiq a shut· 
la oil or p, wdJ u provided Ill Pwqnpb 11 bcn:of). or a well vi- wbleh Leucc Is lhcn mpaed lo contuuaou1 clrilllit& « rcworid.nc opcntlcm. or (l) the num.ber o( .a-cs mdudcd In a 
produc;lq pooled will pumianl io Nllllt'll RelOW'OCS Codo Soctioos n IS l·Sl. Ul, or (l) sud! ere- or leaser number of ecrcs u ~ dicD be a1Jocalcd f« produccoa purpolCI IO a prondoD 
_. for cecb such produc:inc well 11110Cr !he rulca and rcpladoru of the Rattro.d Commission of Tcus. or any - aacnc:y, « ocher eo-,imcow aut.horil)' haviDa ,urud,cdoo Wilhlll 
,o • al a panlal tamhudoa o( tbla lcasc i.a accorclaocc with lbu ,ubpllrqnpb and ~ paymall of I.he mini.mum lilinc fee Id by Omcnl Laod Office rule, la dfcc:t a1 I.he time of lhc 
,_,w ......ioa., ~ lhalJ u-. lbe riJbt io obtalo a NUCC lease for lacrcu oad ccrcu on aod acroa lhc ICr1llinalcd ponloo of the k.ucd praniJa u m.-y be rcuoaably ncccuary ror lhc 
oomlimed apcndoe al Cbo portiou al lhc lcuc mnaln!nc lo force oad dfcct. If Lcstc,e fal1J IO apply f« a turface lcasc widwl die 90 ~ period spcci.lied ~ Lcsscc ~ awiY C« a 
Mfioce lca9C from lbe Load Office. but lhe Laod Commlssloocr hu !he cucrctloo io grant or dcoy IIICh appllcmioo and IO Id lhc fee for sucb turface lease. 

(8) IIORIZONT AL: In lhc CYCOI thb lea.IC Is lo force and clfcc:t two (l) ye.an al\a' lbc cxplndoo dale of !be primary or Cll1Clldcd 1crm ii aball rwthcr I.Cnlllnate u lO all dcpda below 
100 fed below the IOcal dcpch drilled (bcrdnaJ\cr "deeper dcpda") lo each well localed on acreage n:talncd Ill P.,....,-.pb 7 (A) ~ ualcu aa or before IWD (l) YQl1 atlcr I.he primary « 
CXIClldcd am i.- pays • - - oq,w io ono-balf ( In ) of lhc baa111 originally paid u oouldendaa for dw leue (u ~ aa paic I beroot). It IIUcb 11DOUD1 la p&id, dab lcuc lhalJ 
be la force and dfcc:t 111 '° IUC:h deeper clq,(hs. and aaid tcrmhuidoa ahalJ be dcllycd r« 111 ldditional period ol lWD (l) ,,_.. MM! eo loag chacal\.cr u oil or ps Is produocd Ill s-Yilla quantidca 
from sud! deeper dcpda ooYa'cd by t.hiJ lcuc. 

(Q IDFJIITlFICA TION ANO FlLING: The Mfaec ~ rctahw,d bcrcwldcr u IO adi wdl lhlll. u -1y u pncdc:al. be io lhc Corm oC I lqlllR with the wdl localod III lhc OCiiia 

k'oo(, Of IOC::b oCbc:r sh.epc Ill mq be ~ by die Scbool l.Alld 8otn1. Widwl d1ley (JO) cb)'1 l&r panlal lamlnatioa. of dw lcuc u provided bcrdn, Lcstc,e lha1J C:XCCUl.c and n:,oord • 
l'lkac or rdeatCI comainlnc • Add'ac::loly lcpl dclicripdoo o( the ec:rcap -VO.- dcpda DOC rc:calDcd llc:mmdcr. The rocordcd rdcuc, or a ocrtillcd copy of umc, mall be filed lo Ibo Gcacnl 
lAlld Office, ~led by die filillc fee praon'bcd by lhc Ococnl I.Alld Office rule, Ill dJ'cc:t aa Ibo dlllC Ibo rdcuo u filed. If La,oc r.n. « refuses lO c:xCICUlc and n:,oord sudl rdealo « 
.,.__ wtdlia .._,. ('90) dlyl .t\cr bcin& rcquellCd IO do IO by lhc Gcacnl 1..-1 Offioc, dicD the Comm.iJSloocr ll lw eole di9crcdoa IDq dcsllJlll,C by writtco Wllllalcol the ~ rad/Of 
.... IO be ~ llcmmdcr MM! ,-,! IUdl buuumc:nl It i.-'1 ~ bi lhc OOUDty or coundca wbc:rc Ibo lcasc Is loc:lllcd and la the offidal R>CordJ o( I.he Gcacnl Lmd Office and 
_.. dc,o,lpadoe ..rJ be blodiq .,._ LCIIOC for all purpoeca. If It oay time aft.er I.he dfcctive dlllC of !he pertial LCnnlnaooo proviJlooJ ~ !he appllcable field rules lt'C chaaJed or the 
well « well, locmled Iba-, - reclassified IO dill lea ec:rcap Is lhcreatlcr alloclted IO aaid wd.l Of wells for productloo putpOKI, dab lease lball thcrcupoo tam1naLo u la all ecn:ago DOC 
~ aBoc8&ocl IO aald well or wells for productioo purposca. 

I. OP'PSET WELLS: If oil IIJIJ/« ps should be produced bi oommcrcW quantitict from a well loc:lllcd oo land priva&.cly owned « oo State land k.ucd a1 a lcucr royaltr, wblcb well iJ 
willila - lbou-s (1,000) fed al Ibo wee mdudcd llada, or wb.lcb well u dralaJnc lhc trca ooYa'cd by dw lcuc, the L.caaoc lhlll. wilhlll ~ (60) cb)'1 atlcr IIICh IDitial production ~ 
......... -a or Cbo wdl loCllled wl1bla oac Cboa.-1 (1,000) fod from Ibo trca ~ by thu '-- bccla la cood faifh and prc»OCIUlo clillptly tbe dtlilina tJ/ • on- wdl oo Ibo wca 
_.. lly 6a lcme, and -'a oftNt -0 lhall be drilled IO IUC:h dq,di as mq be IIOCCUII)' IO prevail die mdoc dniuce of Ibo Ila cowrod by Ibis leuc, and lhc Lcaoc, m,nap Of driller 
.. w al - -r la a rood fallll df'ort IO IIUko ..,d, olfad wdl produoc oil rad/or ps la wadal quoaticlc:a. Ooly IIP()ll lbe dd.c:rm1...cioa o( lhc Owomiv'oncr MM! with lw ....-- """"°""" _,. Cho ~ o( 1 -pcull«)' royaliy uddy tbo obllplioo IO clrill III olTsd well or well, required IIDdcr tbla l'lnanPb-

, . ORV HOUICESSATION OP PRODUCTION DURING PRIMA.RY TERM; If. cbiQa Ibo primary ICnD bend ml prior 10 di.lOovay and productloo of oil or p, oo aid LIDd. 
~ llboald drill a dry ~ « llolCI dicrcoa.. « I{ cbiQa Cbo primary ICnD kRO( and al\a' lhc di.lOovay and 11CtU11 producdon o( oil or ps from the k.ucd prcmiJa IUCb producdoD tbcroo( 

..W - 8uo my -. lllu lcuc lhalJ .oc -ia- I( oa or bdore tbe cxplntlon al ~ (60) dlyl &om dar.e al oompletioo ol Aid dry bole « ocuatloa al producdoD Lcasce 
- additional lkilliq « rcworidq opcndou dicrcoa.. or .,.,... Of tmdcn lhc IICXI lllllual ckll!)' raital lo Ibo - ._ as provided In dw lcuG. If. durioc lbc Lut yar of Ibo 
primary.-. « wlthlo ~ (60) • prior tbcmo, a dry bole be compldod and abendoDcd, or the produccioo o( oil or ps lhould - for cy -. l..caoc'• ri&htJ aball rcmalll ID full force 
.ct dfoec wlthoul filrtbcr opcntlou ..ell lbe c:,q,irll1oo ol lbc prim.-y ~ ; and I( L.caaoc hu DOC - ed productloo la paylac qumtitie1 ll the cxpintloo of the primary lcnn. L.caaoc may 
malnulo 6"a lca9C by ooadiacdq additional dn11lq or rewoncloa opcndom punuant '° Pwaanpb I 0, ulq tbe cxplntloo of the primary 1a111 u die date of ocmtioo of production under 
.....,.... 10. Sbc,Qld lbe lint wd1 or my ~ICIIII wd1 drilled oo Ibo above clcsa,'bcd Imel be C0111plc,ciCd as a lhut• oil or p, wd1 withlD Ibo primary ICnD bcn,o(, Lcaoc mq raume 
~ aldle -.i i..a la lbc - .-• provided IMrcla oa or bdore lbe rental paylac da ~ tbo cxplntloo ol a1XQ' (60) dlyl &om lbc dar.e ol oomplcdoa al_,_ obul• oil 
« pa Wiii md .,. die~ IO aab .c:la ~ tWa lca9C 111.n II*> facto licrmlnllle. If It Ibo aplndoa al die primary 11:rW or my limo lbcrcatlcr • that• oil or p, wd1 u locmod on 
die i_.t pnml8ca ~ -,. be madc III IICOOr'd.moc wlfh the lhut• provlJlons bcrcoC. 

II. casATION, DIUU.INC, ANO RLWORICINC1 I!, .n« Ibo aplndoa allbo primary 1cnn. prodlacdoo tJI oil or pa 1tom 1bc lcaed pran1-. aft« once obtaiDod, llboald ocuo 
._ -,-.1111.a a. .al .oc -.-1!1-com- .cl&doul .UU.,. or~ opcndou whhla alXQ' (60) cb)'1 aft« IUC:h ocaurlca. MM! thlJ ic.. lbalJ .-ala ID flll1 
bw md dfcc:t U IO loq &I me* opcndou ~ la rood fallll Mid la WOlbnMllib ..,_ wl1bout ~ totaliq more di.m dxzy (60) dlyl. If IQlil driJliq « rewoddaa 
Cll)a1ldom ,-it lo lbe prodlacdoo o( oil or ps., lbc leuo ._.J rcmAl.n la f\&11 force and dfoec for oo lone as oil or ps Is produocd &om lbc leacd praniJa In paylac qumtitlca or paym.Cllll al 
... ._ oO or pa wd1 royaldcs or paym.Cllll o( compmul«y royal tie1 la made u provided Ila-do or u provided by law. If the mllllla « rewoddna opc:ndooJ r'CIUlt In the complc:doa al• wd1 
• a dry loole, Ibo 1ca9C ..W .oc tcnalnu lfChc Lcaoc OOIIIIDalOCI additional drilllna « l'CWOf1dna opc:nd.oos wllbln ~ (60) dlyl allc:r lhc oomplcdop of'the wcl1 as a dry bole, MM! (hi, lcalo 
..rJ ,,_.. la dloec IO '°Ill • i.- ooatio.uca mllilla or rcworldq opcnd011.1 bi rood faith ood la a ~ __. wlthoul mtcrnqllloa, IOU!illc more dun alXQ' (60) dlyl. Lcaoc 
lhalJ siYe wriU.cm IIOCicc IO the Omcnl Load Office wldllo lhlrty (JO) cb)'1 of any ocuatloa of produ(:don. 

11. SHUT-IN ROY AL TIES: F« purpoecs o( thlJ pancnpb. ._.,. mCIQS 11'1)' well thll has bcco uslcncd a well number by the 1ta1.c accnc:y havin& jlll'Udi«loo OW' the productloo o( oil 
and pa.. It It my time after Cbo cxpintloa o( Ibo primary ~ al a lcuc lhll. until bdllC that IA, - bcillC m.aiotaincd lo (onlC and dfcc:t, a wcJ1 capable o( prodociq oil « pl lo s-Yilla 
quandtiea I, locmod oo the leacd pranbca. but oil or p1 I, .oc bcillC produocd (or lac:k o( IUimble producdoD ladlidca « lac:k al• aultlblo m-1cd, Cbcn Lcaoc ~ pey as • llwl• oil or p.s 
roy.ity • maouat oqual '° double lbe -ua1 rental provided In lhc leuc, but flOC lea duo Sl ,200 a yar for cach wcJ1 aipable alprodociq oil« p1 Ill paylac qumtitic&. To bo dfcctiYc, 
Cd laki.al ..... ._ oil or pa roy.ity mlUI be paid oa « bdorc: (I) Che cxplntlon o(tho primary term. Q) 60 cb)'1 al\a' the LCIIOC ocuca IO produce oil or ps from the lca,cd prmtl-. «(l) 
60 cb)'1 after i.- complda a ~ « rcworidq opcndoo lo ~ with Cho leuc provulom; .tildiewr dar.e la i.e.. If the lhut• oil or ps roy.tt)' u pale!, the 1cuc lha!I be 
ooa.dcnd 10 be a produdac lcuc and lbe paym.Cllll lhall c:xtald Ibo 1en11.al tbe lcasc f« a period o( m,c yar from tbe cod al the primary lam, or from lbe lint~ oltbe moadl followlq tbc 
eoada la wtuda prodlacdoo ccaod, and, allc:r lhll. IC 80 8111(.t,le ~Oii fadlltica or adtlblo ...ti:( for Cho oil or p, cxlJlb, LCIIOC m.,. CXlmd lhc lcasc for four more .-.!YD paiocb al 
- (I) ,._- by l)9Ylaa lbc ..nc - Cd yar oo or bdore lhe c,q,lntJoo o( each lhul..a, ,._-, 

U. COIIO"ENSATORV ROVALTI £81 If, «bin& Ibo period Ibo lcue la lccpc Ill dToec by ~cnl o(lbo lhuc...(n oil or ps royalty, oil or ps la oold aod ddlvcnd Ill P4Q'Ull qumdtica 
6-- a well located withla oc,c, tbouund (1,000) foec of lhc lcucd pranoo and oomplded In die wnc produdnc reservoir, « lo my ca.IC lo which lhln.o.cc Is occurrinc. the rig.ht to ooatlnuc IO 
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...-- lhc lcac by Pl)'lll& dle mut-m oil or p1 royal()' lhlll cease, but the a- lhall rcmm cffccu~ for lhc l'CUU.IJldcs- of lhc yur for wblcb the royall}' bu been paid. Tue Lcsscc m-, 

....i..... die 1cuc for four more IUCOCUM yan by Lcsscc l)S)'Ull ~ royall}' • lhc royall}' l'lllc provided b, lhc lcuc of the marl(ct vw.Jue of production Crom die wdl ~I lhc 

.._... or wbidi is comp4ctcd b, lbc Ame produci.!lg l"CICn'Oir IDd within one tbouaod (1,000) foct of thc lcucd prcmlscs. Tue compensatory royall}' is IO be paid monlhly IO the 
Commialoocr beginnlilg oa or before die las( day of the mooch following the 1D0111h b, wblcb thc oil or p1 is produced from thc wdl CMISing lhc dninage or thll is completed in die ume 
produdai rcacrvoir and loc:ated within oac thousand (1 ,000) foct of the kasod pranlscs; if the OClCDpCIISalOfy royall}' paid In any 12-monlh paiod is in an amowit lc:u than the annual &but-in 
oil or pl royall)', Lcsscc mall ~"" ..nowic c,qual IO die diffcrcacc within dw1)' {30) ~ Oom thc end of the 12-<noatb period, and -.c of lbcsc provisloo.a will rcilcvo Lcucc of the 
oblipdon of rcasaooable dcYclopmalC n« the obliptioa IO dn11 offsc:I wells u provided b, N.R.C. Sectioa 52.034: bowcvcr, It the ddcnnJnalioo of tbc Commla:looa-, and with lhc 
Commicsloods writtco opprov.1, I.he: p.yment of compensatory royaltie1 dull satisfy the obl1pdoo IO drill olTsct wells Compensatory royall}' paymcoll wblcli arc not timely paid will e,ccn,e 
pcnalt)' -1 llllerUC b, ~ wilh Pllf'IIJ1ll)b 5 of thiJ lease 

ll. EXTENSIONS: lf, 11 the CJCplntlon of the primary la'1II of this lease, producdoo of oil or gas hu not been obcalocd oo the leased premises but drilling opcnlioos ll'C being oooductcd 
~ b, good wth and in • good and worbnanlikc manner, Lcsscc m-,, oa or before the cxpirltioo of the pnmary term, file In the Oc:ocraJ Land Olfacc wriuco application 10 the 
Commwiooer ol lhc Oc:ocraJ Land Offioc for • thirty (30) day cxtcnsioo o< this lease, -panlcd by p-,ment of Three Thow&od Dollars (SJ,000.00) if this lcuc oovcn dJt hundred forty 
(640) ICl'U or less and Six lbou.slnd Dollan ($6,000.00) If this lease OOYU'I more than dJt hundred forty (640) loCt'CI and the CommissiOllCf shall, In writing. cxtcod this lcuc for I thirty (30) 
~ period Oom and aJ1er die CJCplntloa o< the prunary term and ao loog Lhc:Ral\cr u oU or p1 iJ producc,cl In pay!na qwantitie1; provided funher, thll Lcsscc may, ao Iona u aucb drilling 
opcndonJ arc bdna conduc:tcd mw like application and payment dwiq any dw1)' {30) ~ cxtcndcd paiod for an ldditiOllll cxtccuioo of thirty (30) daya and, upoo n,ccipc of aucb 
opplkMloa and P9)'111cnt, lbc Commissioner ahall, In wnllllg. qalo cx1Cod this lcuc ao Iha& aame ahall rcmm in foroc for aucb additiOllll thirty {30) day period and ao loog therealler u oU or 
p1 b produced in paying qwanutics, providod, bowcvcr, thll this lease shall DOC be cxtcndcd for more than • toc:al of three hundred ninc(y (390) daya from and after the cxpil'lllioa of the 
primary term unlca production an~ qwantitie1 bu been obtained. 

U. USE OF WATER; SURFACE: Lcsscc ahall have the right 10 use waler produced oa aaid land nc:ccs.sa,y (or opcnuoos hcrcu.nder and IOlcly upoo the leased prcmlsca; provfdod, 
~. Lcsscc ahall aoc UM potable W8lclr or Wiii« lllitablc for livacoclt or imptioo purJ>Ola (or -..- Oood opcntloo.a without the prior writtco OOl1Klll of Lcuor. Subjcc:c IO ill obllptioo 
to .,..,- aurfaoc damqa, Lcaco ahall baw the ricbt to u,c IO muc:b o( the awucc of the land that may be rcuooably ooceaary (or drilllni and Ol)Ct'llini wdlJ and ~I and ~ 
dac procloc:d<m tbcrcfrom. aucb IISC to be ooaduc:tod UDdcr ooad.itioo.a of least iqjury IO the aurflOC o( the Lind. Lcsscc ahall pay aurflOC damages In an lmOWlt lCI by the Ococnl Land Office 
(cc ICbcdulc wblcb iJ dTcctl~ Oil fhc cble whca the ectivil}' requiring the p-,ment of aurflOC dam&&ca ooc:ura 

IS. POLLUTION: u:1 dewloping thlJ area, Lcsscc lhlll use the highest dcp-cc of care and all proper ufcguards to prevent pollutioa. Without limltina the forcaolng, pollutioo of ooutal 
wed-is, uwral -ya, riYcn and impounded waler lhall be preYallcd by the use of oontainalent facililica aulfacicnt to prevent ap{llagc, accpage or ground water oon11minatioo. lo the 
cw:at of pollutioa., l..c:ucc mall usc all memu It 111 c!lspoai IO rcc:.ptW"C all C1QPCC1 ~ or ocher pollucaot and ahall be rupoosible for all damage IO public and private propcrlie1. 

(A) UPLANDS: LCla,cc mall build and malntaio (cnc:a around ill alush, aump, and drainage pill and Wile baucrica IO u IO protoc:( UYCltOd: apiJul 1ou, dlmqc or 111.)wy; and upoo 
compldioo or at.a.doameoc of IQ)' well or wells, ~ alwl fill aod 1c-,,e1 .U alusb pita aod ocl!Mw and completely clcao up the drilUn.& ah.e of all rubbish tbcrcoo.. 

(B) S\JBJ\1:ERCEO LANDS: Ho diac:h.qc ol IOlid WU1C or prbap lbal.l be allowed iDlo Stale WMcn from IQ)' cWli.nj or ,uppon VClldJ, prodocdon plltform, Cl'tW or avpply boat, 
bqc, J.dc-.p ri.& or OChcr oqulpmcm locacd oa the lcucd 1re&. Solid wutc lbal.l locludo bul lhall aot be Umllcd to oontlin.cn, equipment, ruhbbh, pludc. glau, and IQ)' o<hcr man-made 
~e Item&. A al.p mllll bo dlsplaycd bi I bi.ah tra!lic na oo all ¥alcla IDd manood pild!orms statiD&. 0 Di.lclwte of IQ)' aolid was1e or prl,&ao iDlo Stale Wm,cn ftom vcud. 
or pudorau Is llricdy srohs'bilcd md Ill&)' d>jcc:c • SUic ofTcxu leue to forfeiture.• Such at11ana11 ahall be lo ldlcri.ng of at least 1 • in siz.c.. 

(C) RIVERS: To the CXlalt IICICCSSlf)' IO pm,uit pollutloo, the proviaons fowwl UI 111bsectioo.a (1) and (b) of thlJ ~ lhllJ WO apply 10 river, and rivabcds. 

(D) Pl!NALTV1 f1lhn IO comply with the roqulrcmcnll ofthls provision m-, r=ilt ln the m.aximwn penalty lllowQf by law lndudlng forfcitw-c of the lcuc. Lc:sscc ahall be lllblc for 
dac d.ucu cautcd by aucb t'ailurc IDd IQ)' com and cxpcruc1 incwTcd ln dcanio& arcu a!Tcc:tod by the dixbarged waste. 

1'. mt:NTIFlCA TION MARKE.RS: Lcsscc ahall croc:c. • I dimooc Dot IO cxoocd IWCD(y.fiw (25) foct Crom each wdl Oil the prc:mlscs oo\oU'CICI by this lease, I lcgtl>le l(go Oil wbJcb 
..U bo ICllled dac - o( tbc opcnl«, the lcuc dcaipu,tioo aod die well number. Wbcrc two or more wells oo the same lc:ue or .....tia-c wdlJ oa two or mono lcuea arc OOllDOCCcd IO the umc 
tm1c Niia)', wbdbcr by ladividllal flow liDc ooimec:tioos clircc:t to the tlDlc or taolca or by uc ol • multiple bcadcr Q"11em. each liDc bc:tweco each wdl and aucb tlok or bcadcr ahall be lcc,l>ly 
ldcad&d • all times, either by • firmly ICtlC:bcd tac or plate or ao ldcotilicadoo property painted oo aucb 1iDc It a dlstaooc not to cxoocd fhrce (3) foe:( ftom such Wile or bcadcr ooonectlon. 
S..W alps. 1111, pbtc:a or o<hcr ldcotiliatloo msl<cn lhlll be malntainc,d lo I lc11'blc ooad.itloo tbrouabout the tam of thla lcue. 

17. ASSJCNMENTS: l1lc lcue Ill.I)' be lrlllsfcrrcd II my time. All lrlllsfCfl mllll rcfcrmoc the lcue by the me DUmbcr and mUSl be recorded b, the ooun()' whCfC the area b located, and 
dac reoonlcd traos(cr or • oopy «rtlfiod IO by lbc Couo(Y Oak o( tbc OOWII}' wbcrc fbc tnmfer b recorded mllll be filed lo the Ococnl Land Office within Dincty (90) ~ of the execution 
dltc, • prowled by 'NJI..C. ~ ll.026, ~ by lbc fi1lq fee preacribcd by fbc OcDcnl Laod Offioc rule, lo cffcc:c oa the dale ol roccipc by the Ococnl Laod omoc of IUdl 
lr'IOacr or oertifiod oopy Cbcn,ol Ew,y lnllSCcroo ahall IUOOCod to all riabts IDd be IUbjCC( IO all obUptioas, liabilitica, and penalties owed IO die SWc by the ori&inal lcacc or ony prior 
lr'IOacroo of die leuc, locludloa aoy liabililic, to the ltJllc for U111*d royaltia. 

II. ULt:ASES: Lcsaoo m-, release the ri&hll p'llllCd bawndc:r IO the S1.11.o It IQ)' lime by rocording the release b, the OOWII}' wbcrc this area iJ sitUlltd and filin& the recorded rclcuc or 
oa1ifiod oopy ot- ID tbc Ococnl LIDd Offioc withl.n IWlCI}' (90) ~ atlcr iu cxccutiOD -.-icc1 by the filln.& rec prc,cnocd by the Oc:ocraJ Land Offioc rules in dfoc:( on the dale of 
rocdpt by fbc Ococ:nl LIDd OO"ooo ol aucb ~ or «rtlfiod oopy cbcroo{. Such relcuo will IIOC kaYC lhc cff cc:c o( rclculq Lcsaoo from IQ)' ll.abllil}' lbcfflof orc IIOCl'UOd lo faYOr o( the Staa.e. 

I.J. UEN: lo IIOOOl'dallcc whb NJLC. ~ 52.136, the Siu ahall haw • lint llm upoa all oil aa,d pl produced ftom the area oo\oU'CICI by thla lease IO accurc psyment o( all w:ii-Jd 
"1fWil.Y lllod ocher 1111111 ol-, that Ill.I)' booomc due .wScr th.la lcuc.. By ecccpc.ice ol this leuc, Lcucc pw:its the Slltc, bi additioo to fbc Ilea provided by N JI..C. Section 52.136 111oC1 aoy 
odiar ~ .....,, llcn, - cqna ~ llco OD aod ~IY imcrClt ID all lcalCd mJ.ocnls in IDd cxtractod from Ibo lcucd prcmilcs, all proceed, wblch Ill.I)' IOCNO to Lcucc 
6-- -.0 Ale ol aid! lcalCd mlDcn1a, wbdbc,r aucb prococda arc bcld by 1-or by • dilrcl par1;y, aod all fixtures oo lllod improwmcn11 to the kasod prcmbca ucd ln CODDcctloo with the 
producdoa or proocalng ol aucb lcaacd a1Acrab ID order IO accure lbc PIY1DClll ol all royaltlc:a or ocbcr mDOWlll due or IO become due UDdcr this lease and IO accurc psymcnt of IQ)' damages or 
ba M La.Jor Ill.I)' dcr by rca-» ol Lcucd, breach ol ray ccn'maal or oooditloo ol this lcue, wbcthcr cxprcA or lmpllcd. This Um and acc:wuy lolerc:St Ill.I)' be forccloaod with or 
wlibos oourt procccdlap lo the mannc:t prowled ID the Tiiie I,~ 9 olthe Tcxu BIUUICU and Commcroo Code. Lcuoc qJ"CCI that the CommisslOOCf Ill.I)' require Lc:ucc IO cxcoute 
IDd NOOrd IUdl ioaCNmcn11 u m-, bo ~Y -.y to ecbowlcdgc, aaa or pcr{oct tb1a Ilea. Lcsscc hcrd,y rqlfCIClll.l Iha& there are oo prior or aupaior liens ariJlna ftom IOd 
lalllia& IO Lcucda ecdvitlca upoa the ~ property or from 1-'a acqubitloo ol tb!J lcue. Should the Commbalooc:r II lllY time dctc:rmlnc thll this rcprCICl1l.llioo b Dot CIUC, 
Cbea lbc Ccmmlssloocr Ill.I)' declare thla leue (orfcil.od ... prowled ba-cin.. 

lO. FORYElTURE: lf Lcsaoo lb.all Cail or refuse to auJcc the psymalC ol aoy aum within thirty {30) ~ aJler It become, due, or if Lcsscc or Ill authoriz.cd agcot abould knowiogly muc 
IQ)' CalJo rcwm or Ca1Jo report OOIICUIWI& procb:doo or drilUng. or lf LC1a,cc ahall fall or refuse IO ckill aoy ollid wdl or wells u:1 cood faith u rcqulrcd by law and the rule, and rcsuJatloos 
lldopCod by the Comm!JRoocr o( the Ococnl LIDd omoc, or If Lc:ucc ahould fall to me rcporU ID tbc IDlllllCf rcqulrcd by law or fall to comply with rule, and rcsuJatloos promulgated by the 
Ocncnl Lmd omoc, the Sc:hool Lmd no.ti, or the Rallroed Com.miu1oo., or rcCusc the proper llllhorit,y ICQCU IO the rcioords pau.lnlDa to opcntloa.s, or I{ Lcsscc or an authorized agent 
llbOllld k:Dowlqly fall or rdi&JC IO ctYO oorroct in!onnatloo IO the proper autbori()', or k:Dowlqly fail or refuse IO fumlsh the Oc:ocraJ Land Offioc I oorroct log of IIIY well, or lf Les.sec ahall 
k:aowtaa!Y ~ -, ol the mllaial provfaons ol this kuc, or if this lcue b urlc-1 aod the uaipmcnt is Dot filed u:1 die Ocncnl Land Offioc u rcqulrcd by law, the righu IQqllircd UDdcr 
dua lc.o ahall be aubjoct IO forfeiture by cbc O:immlnloncr. aod be al1all forfeit -e whca IUfficlcnlly in!ormed o( the fllCU wbJcb autboriz.c I forfcl~ and whca forfdl.od the lt'CI mall 
apla be aubjoct IO luJO IO the lolpc:lt bidder, lllldcs- the 11me rquladoo.a oontrollJq die oriciAal Ille of leucs.. llowcYcr, oothla& bc:rdn lhlll be coastrucd u wllvla1 tho automatlo 
lenalaalioa ol tb1s lcuc by opcndOD ol law or by ra.soo ol any apcc:W limltatiOD arising bcr'tlllldcr. forf dwrca may be ac1 a.aide and tbJs lease and all rf gh11 tbcmmdcr rclnsta1cd Wore the 
rigbla o( IIIOCbcr inlc,rvale upon &IWUCIOly CV\dcooc to the Com.miuioo« of the Ococnl Laod Offioc of flrture compliaooc wilh the provlaloos of the law and of tbls lcuc and the rule, and 
rqu1adou that may be lldopCod rcbtiw bcrcto. 
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11. RivtRB£0 TRACTS: la the CYCIII dUI lease cown a rivabcd. Lc:aoc ls ba'Cby spoaflC&lly l"llllcd thc righl of rmillClll domain IIOd coodcmnat,oa u provided for III N.R.C 
Sec:doas Sl.09'Ml.09l, u a r-n ot'the ccxwdcndoa IDCMIII IO l...alor for thc COYUl&DU bada mtdc by Lasoc. 

1l. APPLI BL LAW ANO ORJLUNC RESTIUC"nONS: lbb ._ shall be IIUbJcc:t IO all nalcs IIOd rcplauocs, IIOd amcodmcou tbcrcto. promwplcd by die Commiuloncr of 
.. OcocnJ Land Office IOVU'IUIII driUiq IIOd produclns opc:ndocu oo Pmnancnl Free Sdlool Land spc,ci.(ically lndudlq 1111 Nlea promw1atcc1 lhM rdai.c io plans of opcntlaas, paymcn, of 
~ 11111 mtiq proec,durc:s, llld shall be aubjcc:t IO all ocher val.id .-&ca, ruJcs., rcplabou, ordcn llld ordulaacca lhM ... y &lfcc:t opc:ndou uodcr die pm,uiou o( dUJ lcuc. f'icbou1 
lioakiq die sencnfi(Y ol d>c forqoiQ1, l.cuoe ba'Cby apes. by the aa,q,lancc ol dUI lcuc, IO be bound by md abjcc:t IIO all ~ lllid rc,ublary provisloa, rcbluia 10 the Ocacnl Laod 
Offioc's eudit btlliq eoclce IIOd eudit hcariop proc«luns. Said provulocu arc currcotly found III l I Ta.as AdmmlJlnuvc Code, Oiapccr 4, md Texas Natural Raourcca Code Soc:tioiiJ Sl. llS 
md S?.137 duwgh Sl. 140. IA the evau dUJ lc&sc cown !Mid Oaochbod or lcuod or ochcrwuc IUOd by a u vlplloo dulrict or by die Unltod SWea for lhe pur..- of u vl=oehct 
P'SllOIC loddmt IIO lhc opc:ndoa of a port, dica Lc:aoc shall - be co.atlcd IO enter or poucu -=ta land wicbout pnor AJ11XOYa1 u provided uodcr Scc:tjoo 61 I 17 of !be Texas Water bu1 
L.- tball be eotided ro dcYclop ..h 1.-1 for oil and p1 by cbroc:tJoaal ~Uiq; pnMdod. liowevcr, di.Ill -.o ...r- drilliq loc8lloa ~ be - tbM 660 fcct end lpCdal om &c. 
.. Commlssloacr ol the Ococnl Lind Office ls neocss.y IO male my IUIUCe locat,oa - dt.u l,160 fcct •easurcd Ill nght .,ales &om the oarcs1 bullJiaid IUIO or &om lbi, 
~ bottom cdp of 111y chaMd, al1p, or lllmlng buln wblcb hu '-a mlhonz.cd by die U.Utod Slat.cs u • (eden.I project for fulln ~ wtuc:bewr ls -

1l. REMOVAL OP EQUlPt.U:.NT: Upoa lhc lefflllnation o(dUJ lcuc for aay cm,c, Lc:aoc shall-. in .. ,-. be pcna1uod IO - the calUll or Ill)' pmt oflhc c,qwpaicot liOll 
_., producill1, dry, or abeodoaod -u or ~ without die wnu.co OOCUClllt o( the Commmloaa of the Ococnl Land Office or IUI autboru.od rqrcscalltlvc, _. ml.I L.cuoc.. wi~ the 
wrluai ooo,cnt of said Commluiona or his IIUlboriz.od rcpracntalive rcmow from the lcuod pa,t!IQ thc CUUIJ or -,y odler equlpman, aMcN1, auchmay, mppliallcc, or propcny "''DCd 
11,y Lc:aoc and liSOd by Lc:aoc In !be dcvdopmcot md produc:doa of od or p1 lhcrdnn until all dry or abuidoaed wells haw '-a pluuod llld UDlil all alusb or rcfiue pttl have bca properly 
lllod 11111 all brok:co or dacardcd lumber, macllinay, or dcbru llwl haw bcca l'CIDCMld &om lhc praaaa ro thc IIIUf'ICClom o( the Aid Coaualuiooer or his aulboruod rq,rcsca1&11vo. . 

14.. FORCE MAJ1'UR£: Should Lc:aoc be prcvmtod from complyiq Willi ,.y cxprc:a or implied c:ovmaa.l o( dlls lc:uc, from ooodnc:uq ck'llliq opcndocu ~ or &om produa.as 
el -4/or pa ~ after dfort mtdc lo rood faith, by -- of ww, rcbdlioo. riota, suikca, firc:a, ac:u ol Clod or my order, Nie or rcplatioo of aovaummw aulhoril)', ~ "1.u1c: ,o. 
,--ad. ..._.. obllpdoo IIO comply with IIUCh - llball be IIU,pc9dod ~ proper wl ~ proo( prace.tod IO Ibo O..mfn4oocr ol Ibo Gcocn1 Land Offioo la ~ ol 
'-'• OOlllaWOll llld Lc:uoc ml.I -.ot be liable for d.am.qca for Cailure IO -i,I)' lllcrewilll (cxoq,t la die~ ol lcuc: opcndon, ll&tpmdcd u proviclod la Ibo Nies lllld ~plJlbOIII 
8doplcd by the: 5dlool Lind Dowd); and tlils i- aha1J be extended wbilc and ao loaa u Lc:uoc II prewnlcd, by •y aac.11-. er- drilliq. ~ opcndom or produaq·oil lllldlar­
p, from the: lca,c,d pmnllcs; provided. boweva', lhM nochlq bcrduhall be OOllSUllCd IO suspcod the payment of rentals dunq the pnnwy or cxtcodcd 1a111, nor IO abridcc 1-\ rilbt IO a 
IUl)COlioo under -xy appllcablo -.111o oldw Stale. 

1.5. L£A5g t:C\JRITV1 1-ihalJ !Ike tho bfghcsl dqrc,e of Qt'C llld all proper afquardl IO proccc:t said prembcs wl IO ~ dict\ ol oil, ps. llld oCba' ~ 
from said lcuc. This lndladc:s, bul ls aot limited IO, !be lulallatloo of all -,. oqulpmcm, acau, loc:b, or odler appropnato prou,cuvc devices oa or II all 11CCC11 points 11,dac: lcuda 
producdon. pd,aios 11111 ~ f)'ICcml wbcrc thd\ o( llydroc:a,boos can OCClr. '-- shall be llablc: for the lou of my hydtOCltbool raultfng from tbd\ and lha1I pcy !be Stale of Texas 
,oyaltics tberooa ., provided bcrdo oo all oil, au or ocher llydroc:a,boos IOll by rcascm oC dadL 

1'. RWUCTION OP PA YMF.NTS: If, durins the prusu,y lc:rm. a portloo of dlo land oova'ed by dw lcuc: II Included widun lhc bou.ndarics ol a pooled unit lhM baa boc:n ~ by 
.. Sc:t.ool Lind Dowd lo ecoordlOco witli Nlllllral RctourcCI Code Soc:tlom Sl.lSI-Sl.lS3, or IC, Ill my lime al\.cr Cbc: aplratioo oCtbc prusu,y lam or tbc: cxtaxlcd lam, tlils lcuc: COYcn a 
.._. - .bcr ol llCl'CI duo Ibo IIOtal IIIIOUOI dctcn'bod hcrda., peymcnu da.c we made oo a per ~ buiJ baQ.Uldc,r ahall be rcduood ~ IO !be number ol ac:rca poolod, rdeucd, 
wn&d,n d, or oCllerw!.o ICYCl'Od, m da.c peymcoa dcc.cnn1nod oo a per acre bull uodcr the ICmU ol dUJ lcue duriq Ibo prlmsy 1cr111 aha1J be caladalcd buod apoo Cbc number o( aaa 
.-lido .. boundaries ol a pooled wilt, or, IC al\.cr the cq,lntloo of the primary term, lhc 1111mbcr of acres ICUl&lly rculnod wl oova'ed by tlils lcuc. 

17. SUCCF.SSORS AND ASSIGNS: The ooYaWIIS, cooditioos and agreement, oootalncd bado aha1J extend IO and be blndlnc upoa thc hein, CXOClll!On, admlnutralon, lllOOCUOn or 
aalpu ol Lc:uoc hcrdn. 

Ja. A.NTIQUITUS CODE: la lhc CYCOt thll -xy (CIWl'O o( arcboolopcal or hlsCo,ical lolti'eit IJ fflOOUllla'ed duriq the vitics 111tboriz.cd by dUJ lc:uc, Lcaaoc will i.mmcdlalcly -
_...... ...i wm ... ..,......, aot1{y Ille Gcocn1 Laod Offioo 11111 lbe Tex.as lll.ttorbi Commusloa ao da.c adequllo mc:uurcs ~ be uodcnakeo IO proccc:t or,_,_. IIUCh ~ or 
..._,,, • ~ 1-11 cqnaty placod oa t10c1co ollllc Nadooal ln.torical l'rcacrvlllioa Ad. of 1966 (1'6-19-66, IO Suitul.o 91S; 16 U.AC.A. 470). Lcuco shall comply wldi the 
Am1iqaitia Code olT-, Ql!pCCr 191, NMmw ~ Code., u mlCOdcd. 

i,. ~ 1 ~ llld lcuoc. loclma !cued• - -s aulsns, bcrcby ISJ'OG da.c vaiuc: ror -,y dlJputc at1ao1 out ol a provfJioo or tli.lJ lc:uc:. wbdha cxprc:a or Implied. 
,eprciea lialerprcudoo o( tlils lcuc. or rdllliD& In my w,cy to dUJ lc&sc or to applicable: cue law, IUltlllc:I, or .clmln.lJ&ntivc Nlct. shall be lo a ooun ol compeCc:ol jurudl<:tloo locaod lo Thtvls 
COUii()', Scale of Tau.. 

,o,. L~ P1LlNC1 l'lnum.t IO ~cr9 oltbc Tex. Dus. A Com Code., dUJ lcae mua be Cilod olreoord in tho ofl'.'loe ol' tbc Counl)' Cert In aay OOUDO' In 1l1bldl all oraay pmt ol'tbc 
'-Cid praoucs Is locud, llld ccrtifiod copies lb,croo( mua be (llod In ibc: Gcocn1 Lind Office Tho pucnood fillna foe shall IIOOOllll)lll)' the ccrtifiod copies IC:.at lO lho Gcocnl Lind ()ffiQC. 
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3L &X£CUTION: This o{I and gu lease mUSI be dgnod and acknowlodiod by the Lessee befoc-c ii ls filed ofl'CCXJC'CI In the COWlty records and ln the General Land Office of the State of 
Tow. 

LESSEE 

TITLE: _____________ _ 

DATE: _____________ _ 

Office of the State of Tcx.u unda- the seal of the General Land Office. 

1 

Ol 

3 P OVED 

~ •<M0$z Lqal ..:a i DC .... 
so ~ 0 
Euc ___ 

STATE OF ____ :__ _____ _ 
(CORPORATION ACKNOWL.EOGMENT) 

COUNlY OP _ _ ________ _ 

BEFORE MB, the uodenisnod authority, oo thLt day pcnonally appcared·---------------------
knowa IO me IO be the pcnon whose name Is subscnl>cd to the foregoing iMn!mml, u . ________________ -'of 

------------------------------·and td:nowlodiod to me that be cx:cc:utod the ume 

Oivai Wides' IIIY band and ICal of office dtls the. ______ day of _____________ __, 19 ____ _ 

Notary Public In and for ____________ _ 

STATE OF ___________ _ 
{INDIVIDUAL ACKNOWLEDGM£N11 

COUNTYOP·-----------

Bc<ore me, the uodenlgncd authority, oo thiJ day pcnonally appelt'Cd. ___________________ _ 

knowa IO me to be the pcnoiu whOk names are sublcn'bod to the forcgoina l.nsuumcnt, and admowted&cd to me that they cxocutod the 
ume for tbc purpOICI and ooasldcntloo tbcrdn cxpresscd. 

Oivai uoda- my band and ICAl of office thb tbc. ______ day of ____________ _ _, 19 ____ _ 

Noa,y Publlo In and for ____________ _ 
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September 17, 1998 

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

Dear Mr. Lodge: 

t 
' 
.\ 

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

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

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

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

Sincerely, 

Robert B. Hatter, Director 
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S!I u s tin , 'QJ:exas 

OILANDCASUASE 
NO. M,99151 4 

Wl!EREAS, pumw1110 Ibo Tex.as Narural Rcsourccs Code Chaplen 32, 33, .SI, md 0iapca- 52. Subchapl,:n A·D and H, (said Code bdn1 hcrdnaJla- rc!errcd to u N.JLC.). Ind aibject to all 
rules and rcsuJarlocu promulptcd by Ibo Commlssloocr o( the Gcocnl Land Office 111d/or die School Lacd Board pursuant thettto, and all other -.,pllcable 11:anncs and amcndmaiu IO said 
N..R.C., lho followlna area. 10-wit 

Nil 01' Nl/4 & SI? OP NW/4 .t Sil OP SW/4 0 1' SEcnO IS, BLOCK 103, PUBLIC SCIIOOL LAND SURVEY, CULBERSON COUNTY, TEXAS. CONTAINlNC 
APPROXJM.A TEL V JSl.54 ACRES AS Sl IOWN ON TI CE OFFlClAL MAP 01' CULBERSON COUNTY ON l'TLE IN TI CE TEXAS CENERAL LAND Of'FIO",, A STIN, TEXAS, 

was, allcrbdn1 duly~ offm>d for lease oo the 41.h day of Avcwi. 1998, u 10:00 o'doc.lc a.m.. by the CommiJlloncr oflhe Gc:ncnJ Land Offic:o ofcbe SWo of Tau and !be School 
Lind Board of die Swo o(Tc:us, for the tole and oo.ly purpoee of prospcc:dn1 and drillina for, aod producuia oil and/or ps mu may be f01tDd and produced from lh• above cacn'bed a,a; end 

WllEREAS, a/la all Irids 111d rcmiUIIICCS ,.iiJcb wen, rc,cdvecl up IO said time ti.vo been duly coosldcml by the Com.ml.ssloocr of the Gcocral Land Offioo md the School Land Board al a rcpila­
mCC1U11 lhcrcof i.n the Ciaicral Land Office., oo the 41.h day of Aucwt, 1'98, bcmnafta cbo "dfec:dve clue" end 11- fOllDd and detcrmiocd that TTTAN R.tSOURC£S, LP. "'bOM addrcu ls 
.500 W. TEXAS, SUTTZ SOO.. ~OD LAND, TX 79701 had offered the bip,cst Ind bell bid for a leaoe o(tbe.,... above daa,1,c,d md u, lbcrd'orc, c:ondod IO receive I lc:ac ~ 

NOW, TIIEJlEFORE. L o.ny Mauro, Commusioocr of the Gc:ncnJ Land Office ofcht Slate of Texas, bc:rcmafta .101Det1mes rc!crrod to IS "Lessor," "'bole addrc:u is Awtl.n, Tc:us, by vinuo o! 
the 111thori1y YCSlcd in me 111d i.n ooosidtntioo ol the peymml by the bc:rcln.aJlcr dcslsiwed Lcs,ee, the 1U1D or Su Tbouund fin llund ml Suiy and 991100 Doll.I n ($6,.560.99). reccipc o( 

"'hlcb ls bcrcby Klcnowlodpd and of the l'O)'Mbcs, covcnana.. mpuboons md condlnons contlllllod and bad>)' ap'ClOd to be paid, ob6crvecl and performed by Lcucc, do bad>)' demi-. snm, 
lease and kt unto the above mcntiooecl bidder the exclusive rip,110 prospca for, produce and ta1cc 011 llldlor ps from the aforesaid in:a upcm the Collowu,1 tams and c:codauans, IO-W1L 

I. RF.SERV n o : There is bcrcby excq>tcd and l'C$Cl'\l'Cd to Lessor the full 11JC of the propaty cova-cd bc:rcby 111d all ripus w,th rcspea to the surfac:c met ait.urf'ICC !hereof for 111y and 
all pwposc:s cxcq>e tbOIO panted and IO the cx1a11 herein plllllcd to Lcsscc, toaClbcr w,th the riahts o{ llllJ'OSS md cvcss and 11JC o{ Aid Landt by Lcaor end 111 mincnl lcuccs, for purpc»a of 
cxplorin1 (or and produclna the mlocnls which lfC DOI covCT"cd, or which mey noc be covaecl in !he (uni.re, IIIIW tho &emu of this lease, but "'hlcb ~ be located willun tho surfac:c boundaries or 
!he !cued arc:a. All of Ibo riahu in and 10 the IC&Kd prcmlscs n:wned by Lc:uor and all of tho nahlJ i.n and IO the IC&Kd prcmlscs snnled IO Lessee hc:rci.n t.ball be cxercbcd i.n such • manner !bu 
ncilhcr lhall unduly lotcrfc:ro w,lh the ~ODS of the other. 

l. TERM: Subject to Ibo other provwons hereo( this lease shall be for 11em1 of n .. (5) y_.. from tho cffccuvc clat• hereof (bcmn called "pnma,y 1em1") met u Iona tbaullcr u ool or ps 
iJ prockiood in psyul8 (I\WIUbCI from said MU. 

J. DELAY RENTALS: If no wclJ be commenced oo the land bc:rcby lwcd oo or before the anni'<cmty dale of lhiJ lease, this lea,e shall tcnrunatc u to boch pmtic:s unlc.ss the Lcuce oo or 
before said elate shall pay or lclldcr IO the Commbs1oocr of the Gc:ncnJ Lllld Office of the Swc of Tex.as• AllSUD, Tc:x.u, the sum of On~ Dollar (Sl.00). per •en. wtucb shall opcni.c u n::n!al 
and cover the pnv{kac of ckfcmng !he commc:occmcn1 ot • wcU for r...dve (12) moolhs frnm aid clue. Ill like manner met upon like psymmu or 1mckn the commenccmau of• "'di -,. be 
ftirther clc{Cffed for like pmod, of tho ume number of mooths JUCCCSS1vdy clunn1 the pnma,y term hereof 

• 

0 •.° P D CTI O, ROY AL TI : Subject 10 the provisions for l'O)'MIY rcwcuons Sd oua in .ibperqn,pb (E) of thu ~ 4, upon producuoo of oil and/or ps, the ~ ..,..a to s-Y 
«~to be paid IO the Commwloocr of !he Gcocnl Lllld Office in AIISUII, Tc:us, for the iuc and bcndi1 of !be Swc oCTc:us, dunn1 the term bcrcof .... . . ., 
• • ("" 0 1 L: M a l'O)'MI)' on oil • ...tucb is dtflDCd IS indudan1 all byclroc:arbocu produced Ill a liquld fomi II the mouth of !he we.II and also all coodcnalc. disollltc. and other llqwd 
b rca>'<crcd Crom ool or ps run throup, a sepm-ator or other cqwpmcnl, u bcmnal\er provided. 1/5 i-t of the p-ou produc1- or the mulcct value !hereof, 11. the opcioo of the Lessor, 
"'Fl, , ue lO be delcmuncd by I) !he hlahesi posted pnce, pl111 prcm1um. If any, offered or 5*d for oil. i:ondmsllc. disull11~ or other liquid hydrocarboos, rapc,c:bwly, of I liJ.c type .lid pl'o.il)' 
In ·&c acncral uea "'here produced and when nm, or 2) lhc lushest maricct pncc thcrco( offered or paid Ill !he amcnJ uea "'here produced ml wbm run. or )) !he pou proceed, of Lhe sale 

• lb C, whlcbc-,cr is !he IIJ'C'llcr Lessee •an,c, Iha! be.fore any ps produced from the land bc:rcby leased 1.1 ,old. used or processed Ill • plant. ii will be run Cree of COii IO LcSlor lhroup, an 
• :" a• 011 and ps ICJ)IWIOI' of c:covC'lltloaaJ iype or Oilier equipment II IUSI u cffiacnl 10 tho end lh11 all tiqwd bydrocari>ooJ rccovaable from !he ps by IIICh mcuu w,II be rCIOOVC%'CCi Upoo 
~ , o( Lessor, !he rcqulttmcn1 that such ps be run through such I scpanuor or Olhcr cqwpmCDI may be ~vecl upoo such terms and coodmOOJ u prescnl,c,d by Lessor. 

(D) ON-PR ED CAS: Ma l'O)'Mty oo any ps (incluwna flared ps), '"bicb is defined u all hydrocarbons and pscou.1 111bstanccs not dtfllled u oil Ill subparqraph (A) above. 
• t>lbflll;sd Crom any well oo Ald land (except u provided bcm.n with respect tops processed m • plant for lhe exll"ICtioo of psoline, liqwd bydroc:arbom or ocbcr producu) 1/5 pll1 of the atOIS 
,-:. oo or the muta value thaco(, u the optlOD of !he Lessor, IIICh value to be bucJ oo the hiaht11 man.a pnce paid or offered for au or compllBl>le qval11y LD the amen! area wbc:ro 

and ,.1,cn nm, or the IJ'OSS pncc paid or offered 10 the producer, "'lucbcvcr II paler provided tb.11 the maiumum prcslW'C base Ill mcasllrin1 the ps under dUJ lease c:cotraa ahall DOC U 
• ';jtf,f 1!1f= exceed 14 .6.S pounds per squue Ulch ablolu1e, 111d the standard base tt:mpcnnan, sbalJ be ,uny (60) clcp-ccs Fahrcnhat, -lion to be made for prasw'O eccordula to Boyle's Law, anJ 

(or specific p1vi1y IICCOf'dtna 10 1es1 made by die Dalanc:c Melbod or by the moa appro,,ecl mclhod of 1C111na bc1n1 used by !he 111dwuy II the 11111e of ICSWII-



(q PROCESSED CAS: ~ a royaliy oo any ps proccucd in a psoline plant or Olhc:r plant for the rc,:.ovuy of psoline or other liquid hydroc.atbons, l/S put of the residue gu and 
the liquid hydroc:a,t,ons c:xtnoc:tcd or the m-1tcc value thcnof, at the opcloa o(the Lcuor. All royaltles due bcttui ahall be baKd oo ooe hundred percent (100%) ofche toul plant produc:tloo of 
residue gu annbutable to gu produced Crom this lease. and oo fil\y pcr<:c11t (.50%) or tlw pcn:cn.t acc:nw,1 to Les.see, wblchCYcr ls the arcater, of the toW plant productloo of liquid 
hydroc:erboas. amibutable to the ps produc:cd from thu lease, pn,vldcd tlw If liquid hydrocarbons arc rooovcrcd from ps proccucd 14 • plant in which Lcsscc (or I~ pen:nt., subsidiary or 
aJI"illale) ow,u ao intcrcsl. thcu che pcn:coi:a,c applicable to liquid hydtoo:atbolu sh.all be fifty percent ($0%) or the hi&hesi pcrecot -,uu,1 to • third party proccssm,1 ps throu&h sud, plant 
under • proceuin1 acrccmcnt oepaud at aniu' lcnath (or if there ls DO soc:h third party, the hi&hdl percent thcu bda1 spcclfied in proceuin1 ..-menu or oootnctJ la the indusuy) 
whlchcYcr Is the sruter Tho n:spcc:uve royaltles oo residue ps and oo liquid hydrocarbons ahalJ be ddcnnined by I) the hi&hcst mmc:ct price .-id or offend for aoy ps (or liquid 
hydrocarbons) of comi--t,le qualir;y in the sc:ocnJ area or l) the IJ'OU price paid or offered for IUdl residue ps (or the wd&htcd avm,1e FQa adlin1 pric:c, for the rcspcctive p'ldcs of liqwd 
hydroc:arl,oas). v,hJcbCYcr ls thc IJ'Ulel'. lD DO event.. bowcwr, ahalJ the royaltla payu,le under this s-r-snl)b be less t1w, the royaloes which would hive been due had che ps DOI been 
pnxcss,od. 

(D) OTHER PRODUCTS: A3 1 royaliy oo catboa blaclc.. aulphur or any other producu produced or manufac:tuRd from ps (m:cptin1 liquid hydrocarbons) v,bctber Aid ps be 
"casui&hcad. • · c1ry· or any other ps. by 6'1Ctioo.atin1, bun:un1 or any otha proccsslJII, 1/S put of IJ'OU product,on of such producu. or the, mari<ct value thereof, at the opuoo of Lessor, such 
maned value to be determined u follows· 

(l) On the basis of the hJ&hcSI mulct pncc of each pl'Odllct. dunna the same mooth In whlcb such product ls produced, or 
(l) On thc buis o! the 1\/U'lfe pou sale pnce of each product for the samc mooth In which IUdi producu ere produced; ...ruche,,a ls thc pulCT. 

('£) VARJ.ABL£ ROY ALTY: (I) Subject to the Olhc:r provisions of this lease, It ls hereby pn,vldcd that In the event produ<:tioo LD paying quanutia is csublisbcd punuant to the tcrm.s 
of this lcasc and ,uch produc:ooo ls brou&ht oo lu>c ond sales thereof ere conuneoced wttbLD i,.enty-four (l4) montlu of the dfccuve date hcraof, the royaliy rak provided herein shall be 
reduced to l &.15"/., and ahall apply to adl ,ui,.,cquen1 wcU clnUed and produced oo the land ccr,,en,d by thu lease PtoYldcd that. lf dwulg such i,.eniy-(our (l4) mooth term durill1 which 
Lcsscc may C8nl I rcduccd royalty ralC of II. 75>/. u hcrcio provided, Lc:sscc 6hould driU in aood (a,th and complete the finl wd1 u I dry hole on the land covered by lhiJ lease, Lcsscc may 
receive a l.brcc (3) mooth c:xtens10D of the term iD which to C8nl I reduced royalty rue by IJYLDI ootlcc to the Commwiooer of the Gcncnl Land Office, eotnmCDCUll drillin& opcrarloas oo III 

additioa.al well prior to the cxpu-alloo of sud, three (3) mooth period and prosccuan1 dillaently 11>d in aood (&Ith the drillu>g of sud, additional wcU and compldl.DI same so tlw productioo in 
pl)'UII quantities is csubluhed and so tlw sucb pn,ductioo is brouaht on line and sales thereof ere commeoced prior to the cxpin.uoo of ,uch tbrc,c (3) mooth extcnsloo period. 

(u') lD the e,,ent produc:tion m peyln1 quantities is c:subUsbcd pursuant to the tcnnS of th.iJ lease and JUch produc:ooo ls brouaht oo line and sales thcrao( arc oommcnccd after the 
c:xpiralioo o( twcnty-four (24) mooths Crom the df cctive dale hereof but prior to the a.pindoo of foriy<i&ht (41) moothJ from the effccove date hereof, the royalty rak provided herein shall be 
reduced to 19.J7S% and ahalJ apply to adl ,ui,.,cquent well dnlled and produced oo the land covcrcd by thaJ lease. Provided that., If during JUch twenty-four (l4) mooth tam during which 
Lcsscc may cam I rcduccd royalty rue of 19.J7S>/. u herein provided, Leucc ahowd dnU in 1ood faith and complete the flnt well u I dry bole oo the land covued by this lease, Lcsscc may 
rc«lve I tbrc,c (3) mooth cxtcnslon of the term in which to cam I reduced royalty rue by slvlna notice to the Commlssloocr of the Gcncnl Land Office, oommencin1 drillin1 opcrarloas oo an 
additional v,'CIJ prior to the cxpiratlOII of JUcb three (3) mooth period ond proscc:uting dill1enl.ly and lo good faith the drillln1 of such additional wdl and complctin& same so that productloo lo 
paying quantities is csublished and so tlw sucb productlon ls brou&ht oo Li.De and sales thcraof arc commenced prior 10 the ciq>iratloo of such three (3) mooth extension period. 

(P) NO DEDUCTIONS: Lessee &Jl'DCS tlw all royalties aocruina to Lessor under this lease ahall be without dcductloo for the cosi of produc:lna. ll'atlJpOl1in1, 11>d othcrw!sc maldna thc 
oil, ps md other products produced bcmmdcr ready for sale or use. 

(C) ROY AL TY IN KIND: Notw1thslanding anytlun1 oootaiocd bcran to the OOOU'al)', Lessor may, at llJ opt,oa, upoa DOC less t1wi 60 days oodc:e to Lessee, rcqulrc at aoy time or Crom 
time to time tlw payment of all or ..,y royaltics -,uina IO LesQ' under this lease be made In kind without d.cductioo (or the cost of producin1, ptbc:rin1, storin1, acparuina. trcatin1, 
dchydrmina. compressin1, procasi.n1, lrlll.lp0ftin1 aod Olhcrwlso making the oil, ps and other products producod h.Cff\llldcr rudy for sale or use. l..cssol'J ri&ht to lake lu royalty In kiDd 
ahalJ DOC llimiDlsh or ncpu La.tor'• ri&hu or Lessee'• obUptlons. wbcthcr cxptt:s1 or Implied, Wider this lcue 

> (II) PLANT FUEL AND R.£CYCL£D CAS: No royaliy ahalJ be peyable OD my ps u may rcpresa11 this lcuc'1 proporuoaaic share of aoy fuel used to proeeu ps produced 
• bc:rcwMlcr i.o my proceuin1 plmL Notwithlbndin1 anydw,1 oootainod hcrcio to die _,b'VY, and ,ubjcct to the coosau In writin1 of the Commlssloacr of the General Land Office. Lcuec 

may rcqcle ps for ps lift purpoaes oo the lcucd premises after the liquid bydrocarl>ons oootaincd LD the ps hive been removed, and DO royaltics shall be peyable oo the ps so recycled until 
such time u the ume may tbauJ\cr be producod and sold or used by Leucc in such maMC:r u to enol.lc LesQ' to I royalty th~ IIOdc:r the royaliy provisions of this lease. 

(I) MINIMUM ROY AL TY: Ounna any yar aftcr the cxpiradoa of the pnmary lam of lh!J lease, lf this lease is maintained by produaloa, the royalties p11d to Lessor In DO event shall 
be less than III amount equal to the IOt:al 11111ual deuy rental herein provided; othcrwuc, there ahalJ be due and payable oo or before the 1a.s1 day of the mooth succcccling lhc mnivcrury date of 
this ·- I IWD equal to the IOW Ill.Dual rcutal less the, IIDOWII or royaltla paid c1unn, the prcc:odiog Y-· 

(J) MARGINAL PRODUCTION ROY AL TY: Upoa Lcaac,e'a wnaea appl1ca11oa. the School Land 8o&rd may reduce the royaliy rak 1C1 out In thu parqBph and/or the mirumum 
royaliy 1e1 out in ,ubparaanpb 4 (1) to cxlald the ecooomlc life of thiJ lease and cnc:ounge rocovuy of oil or ps tlw mi&ht ochawl.se rcmam IIDl'CCOYU'ed. Ally such royaliy rcductloo musi 
oooform to the requlrcmcau of any Sdiool Lmd 8-11 8dl:nlnistndve rulcs oo this JUbjoct. Royalty may DOC bc reducc,d lxlow the applicable IWUIOI')' minimum 

5. ROY AL TY PAY l£NTS AND R£l'ORTS. All royalties DOI cakm LD kind ahall be paid IO the Commi•POOer o( the General l..aod Office al AUIWl, Tc:us, in the foUOWUII manner: 
Pwymenl o!royaliy oo poduc:tioo o(oil aod pa ahalJ be u pn,vldod b, the Nies ICl fonh In the Ten, RepJtU. Rules Qll'l'Gll.ly provide tlw royalty oo oil Is due and mUll bc noccived m the 

Geocral Land Office oo or bdcn che Slh day of the ICCOOd moolh 111CCiCed101 die mooth of produc:tloa. and royalty oo ps Is due and mUSI be received m the Geocnl Land Offioc oo or before 
the I Sth day of the ICCOOd month ,ucc:eedui1 the mooth of produc:doa, acoompanled by the affidavit of the owner, m.ao.aaer or other authorizod ••cut.. com pl cud in the form and manner 
prcsa,'bod by the Geocnl Land Office Md ahowina the pou amount and dispolitiOD of all oil and ps produced aod the mari<ct value of the oil and ps. to1cther with I copy of all doc:¥.­
rccord, or rcporu ooofinnin1 the grou produaion, dlspomtioo and mar\d value includi.a1 ps meter rudulgs. pipeline recapts. ps lu>c recapu and other cbcdcs or mcmormda ff¥ 
produced aod pu1 Into plpcll.ncs, tanks, or pools and ps Una or pa IIOnJC. and any Olhc:r rcporu or records v,hich the Geocnl Laod Office may require to verify the p'OII ~~ 
dispositioo and markd value. lD all cues the audiority of I manaaer or a,cu to act for the Lcuce bcrcui mllll bc filed i1I the Geocnl Lmd Office. Each royall)' payment Jhall be ~~c:4 
by I check swb, ICbcdulc, IWlUllary or otba rcmittaocc advice sbowln1 by the assi111ed General Land Office lease number the emount of royaliy being paid on each lease. If 1...csJpayrl!IJ 
royalty on or befcn thiny (JO) days after the royalty payment wu due, then Lcuce owa a penalty o( s , oo lhe royalty or ns.oo. whld!cvcr lJ gru1er. A royalty pmyme111 wbldl iJ over tlMy 
(30) days late ahall IICCNe I pcoaliy of 10% of the royalty due or SU .00 wblcbcvcr ls putcr 111 llddltloo to I pcoalty, royalties Jhall 11CCNe inlCl'CSI at I me of 12• per year, such ini.rn .,..W 
lx&in ICCIU!ng when the royalty L, sixty (60) days overdue. Affldav1u and supportina doc:umciu which ere not filed when due ahalJ incur a pcoaliy In an amount !Cl by the Gcncnl)ff 
Office admlnlslndvc rulo which Is dTccdvc oo the date when the affidaviu or ,uppon.ina documcou were du.e. Theo Lessee ahall bear all rupocw'bility for peyln1 or causlna roya1gcs to be 
s-id u prcsa,'bod by the due date provided hc:rd.a. 1'8ymen1 of tho delinquency penalty ahall in DO way opcnte to proru'bil the S1a1<1'1 riaht o( (orfc,Nt'c u provided by law nor act to~­
the date oo which royaltics wcrc oripnally due The above pcnaliy provisions shall DOC 11pply in cucs of Iii.le diJpU1e u to the State's portion of the royalty or to tlw portioo of the itlyalty ft, 
diJpute u to (air marl<ct value. • .... 

&. (A) RESERVES, COITTRACTS AND OTI [ER RECORDS: Lc:uoe ahall 111.Dually funush the Commissioner of the Gcncnl Land Office with iu best poss,'ble cstimlllc of oitv,4 w • 
l'CICfYCS undatylna this lease or allocable to thiS lcasc and ahalJ fwulsb said Commissioner with c.opies of all cootractJ under ""'11cb ps Is sold or procc:s.,cd and all subsequent acrccmenu and 
amcndmenu to sucb contracts widwl thlny (JO) days after citcrln& Into or making such C:OOll'ICU, lliJ"CClllenU or amcodmenta. Such COOU1ICIJ and •lfCCIDenU when n:ocived by th~.,..J. 
Laod Office shall be held In confidence by the General Land Offic:e unless otherwise .,tboriu,d by Lcuc,c. All other c«itnCIJ and records pcnalnlna to tho produc:tioo, t111nSpOtWioa. e d 
martcting of the, oil and ps produced oo said pranbcs. includin1 the bools and accouou, rccdp1.1 and dlsclwtc, of all wells, taola, poolJ, mcten, and pipeline, ahall II all times be subjCCI to 
inJpccuoo and cxamuiatioo by the Commbsiooer of the General Land Office, the Aaomey Gcocnl, the Governor, or the, rq,reKOwlve of any of them. 
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(8) ORJ LLlNC RECORDS: Wriucn notice o< all operations oo thiJ lease &ball be subcnlucd IO the Commlssiooer of the General Land Office by Lcssce or opc:rator five (S) days before 
tplld date, woricovcr, rc-a:,uy, tcmponry abandonmcot or plug and at..ndooment of any well or wcllJ. Such wriUt:o oociec IO the: Gcncral Land Office shAlJ i.ocludc copies of lullroad 
Commluloo fonnJ f0t applicadoo ID drill. Copies of well tests, complclioo rcporu IDd plucging rq>OfU shall be supplied ID lhc Gcncral Land Office al lhe lime Ibey are filed wilh the Texas 
IWlroad Commiuioo. Lcsscc shall supply the: Gcocra1 Land Office wilh any records, memoranda, ICCOWllS, rcpo<tS, cuttings and cocu, Of ocher infomwioo relative ID the: opcn.tioo or the: 
aboYC-dcsail>cd prcmbcs, which may be requested by the Gcncral Land Office, in addiuoo ID those herein cxprculy provided f0t. Lessee wll have an electrical andl0t radioactivity survey 
made oo lhc: bore-hole section. from the: base, of lhc surface ca.sin& ID the ioc:al depth of well, or all wells drilled oo lhe above described PffllllSCS and sha.11 transmit a true copy of lhc log of each 
survey oo each well ID the GcncnJ Land Office wilhin fifteen (IS) days allC'I' the maldng ofwd survey. 

(C) PENAL Tl ES: Lessee ahall incur a penalty whenever reports, docwnenll or other m&1crials an: not filed in the General Land Office when clue. The penalty for late filing aball be set 
by the Gcncnl Land Office .c!minlwativc rule which iJ effective oo lhe dale when the matcrialJ were due in the Gcncnl Land Office. 

7. R£T AlNEO ACREAGE: Nocwilhsunding any provisloo of lhu lease IO the coouvy, allcr a weU producing Of capable of producing otl Of gas bu been complc:ted oo lhe lwed 
prcmiJcs, Lessee shall acrcbc the dilisenec of a rcasooably prudent opcra10r In dnlhog such additiooal weU Of wells u may be rusoaably ncccssary for lhc proper development of the lcucd 
prcmlscs and In mari:cdng lhe producdoo thc:reoo. 

(A) VERTICAL: lo the cvcnt lhu lcuc is in fOfCC and effcd two (2) yan allcr the c:x_pinlioo dale of the primary or extended ierm it aha1J then lenrullale u io all of the lcucd prcmiscs. 
EXCEPT (I) ~O acres sutTOUOding each oil well capable of producing In payioa quantities and 320 aaca sum>w>dioa each au well capable of producioa In payioa quantities (u,cludioa a shut­
In oil Of au well u provided In Paraan!)b 11 bcrco(), or a wcU upoo wblch Lcsscc lJ then enpaed In coowiuous dnUlna or rewondna opcnuiocu. or (2) the: number of acrea included In a 
producing poolod unit punuao11D Nalural Raourocs Code Sections H .151·52.153, or (3) 111cb IJU(cr or lesser ownbcr of ICl'CJ u may lhcn be allowed for productioo purposa 10 a prontioo 
Wilt for each such producing well Wldcr the rules and regulatiOOJ of the: Railroad Commiu,oo of Texas, Of any successor agency, Of other governmental authonty havu,g jurisdJctioo. Wilhio 
90 days of• partial tcnnio.atioo of lhu lease ln accordance with lhJJ subparagraph and upoo payment of the minimum filina foe set by Gcncral Land Office rules in effect at lhc lime of lhc 
partW tcrmuwlon. Lcsscc shAlJ ha'le the rigbt ID obc:aln a surface lcuc f0t Ingress and egrcu oo and acrou lhc tcrm1natcd portion of the leased prcmlJca u may be l'C&JOCIAbly ncccuary f0t the 
cootinllCd opcntioo of the: portions of lhe lease remaining in fOtCC and effect. If Lc:sscc failJ IO apply for a surface IC.I.IC withla the: 90 day period spcc:ilic:d above, Lc:sscc may apply f0t I 

surfaoc: lease from the Land Office, bot the Laod Commlssloocr bu the: duactioo 10 gnnt or deny such applicatioo and IO set the fee for such surface lease. 

(B) llORlZ..ONT AL: In the c:vcot this lease iJ in fOfCC and effect two (2) years after lhc c:x_pinlioo dale of the primary 0t extended term it aball f\uiher 1cnnio.alc u to all dcpthJ below 
100 fcet below the total dcpch drilled (bcrcin&l\cr •c:1cepcr depc.lu0

) In each well located oo ecrcacc rcta.ioed lo Pangrapb 7 (A) above, unless oo or before iwo (2) years allcr the primaty Of 

extended ierm Lcsscc pays an amount equal ID ooo-hal{ ( 112) of lhc booUJ originally paid u consldc:nrlon for this leuc (u spcc:ilied oo paac I hcrcol). If such amOUDI iJ paid. lhu lease aball 
be In fOtCC and effect u ID such deeper dcpthJ, and said tcrmioadoo llhall be delayed f0t an addiliooal period of two (2) years and JO looa thcrcafta- u oil or su Is produced lo payioa quantities 
from such deeper depc.lu covered by lhu lca.sc. 

(C) IDENTIFICA TIO AND FILlNC: The IIUIUICC aaugc: retained h<:reuodcr u IO each well ahall. u nearly u pn,ctical, be In the form of a MtUan: with tho well located lo the cent.er 
lhcrcof, or such other shape u ml)' be awrovcd by the School Land Board. Within lhlrty (30) days allcr partW tcrmioadoo of this lease u provided h crcio, Lessee abaJI aeculc and record a 
release or relc.asc.s cootaloiog • utislactO<y lepl dc:scripdoo of the ecrcaae andfor depc.lu DOl maioed bcrcundcr. The recorded release, or a ccrtl.fiod copy of Allie, sball be filod lo lhc General 
l..aod Office,, accompanied by lbc 6Jiog fee prescribed by the Gcncnl Land Office rules In effect oo the dale the release Is filed. If Lcuce &ih or refuses ID c:x_ecutc and record such rclc.ue or 
releases withla ninety (90) days a11cr being rcquCSltld ID do JO by the Gcncral Land Office,, then lhc Commissiooer a1 his IOlc di.scrcdoo may dcsignaic by wrincn iosuvmco1 the acreage andfor 
dqxhs ID be relcaled hcrcuodcr and record such irutrument at 1..csscc'a c:xpczuc In the county or counties wbcrc the leuc Is locatcd and lo the official rocords of the Gcocra1 Land Office and 
such dcsipwioo abaJI be btndiog upoo Lc:sscc f0t all ~ If at any lime after the cffctlive dale of the partial tcrm.inadoo provisions hcrcoC. lhe applicable field rules arc cbaaged or lhe 
weU or wellJ loca!od thCTCOO arc rcclusified JO lb.al less acreage lJ thc:rcal\er allocated ID said well or wellJ for producdoo purposes, lhJJ lease abaJI thcrcupoo tcrminale u ID all IICR:l&e not 
lhcn:aftcr allocated ID Aid wcU or welu for productioo purposes. 

I. OFFSET Wl:LLS: If oil andf0t gu should be produced In commcrcW quantities from I weU located oo IIDd privakly owaod or on Swc land lcascd al I lesser royalty, wblch well lJ 

wilhlo ooc lbousaod (1,000) fcct of the area included herein. or wblch wcU Ls dn.loing the an:a covered by thl.s lease, the Lcsscc llhall, wnlwi siJa;y (60) days aller such initial productioo from 
!be chlnina weU or the well localed wilhln one thow.nd (1,000) fcct from the .,... covered by lh!J lease bcpn lo aood faith and JlC'OMlCl'"lc diligently the drillloa o( an offset well oo lhe.,... 
oovcn,d by this lease, and such offsd well wll be drilled ID such dcpch u may be DCCCSArY ID prcvmt the undue: drainage of lbc uca oovcn,d by lhu lease, and lhc l...csscc, maoqer or driller 
aball ux all means acccssa,y In a aood faith effort ID malcc such of'!ICt well produce oil andfor au In commercial quantities. Ooly upoo the dctcrmiaalioo of lhe Coo:unlssloocr and wllh hu 
writtc11 approval, may the payment of a compcnsa1cxy royali;y urlJfy the obliptloo ID drill III offset well Of wcllJ requln,d Wldcr this Pangrapb. 

9. ORY HOL£/CESSATION OF PRO DUcnON DURING PRJMARY Tf.R.M: IC. during lhe pnmary term hereof and pri0t ID discovcty and producuoo of oil or gas oo said land. 
Lessee Jbould drill a dry bole Of boles thct'CQI., or if during lhc primary t.crm bcrcof and allcr the di.tcoYa'y and actual productloo of oil Of ps from lhc lca.sod pn:mlsc:s such producdoo lhcrcof 
should cease from any cauie, this lease lhalJ not tcnnhwc if oo or before the expiration of sixty (60) days Crom dale of oomplctioo of aid dry bole: or ccssatioo of producdoo Lessee: 
commc:ncc:s additlooal drilling or rewondoa opcnui001 thCl'COCl, 0t ~ 0t lcDdc:n the next 11111ual delay rental in the wne manner u provided in this lease. IC, durio1 the: last year of the 
primary 1cnn Of wilhio sixty (60) days prior thereto, a dry bole be complct.od and abandoned, or the producdoo of oil or au should cease f0t 1ny cause, Lessee', rights aha1J remain lo full force 
and effect without fwtbcr opcrallons Wltil the cxpiradoo of the primary ierm: and if Lessee: bu DOl resumed producdoo In payioa quanaties al the cxpiratioo of lhe primaty t.crm, Lc:sscc may 
maintain lhu lease by cooductloa additiooal drlllina or rewondo1 opcnti001 punuaol IO hraar-pb I 0, w1 lhe cxpiratioo of the primary t.crm u the dale of ccssarloo of productioo under 
Pangrapb 10. Should the 6nt well or any subsequent well drilled oo the above dcsa,l>cd Lmd be complc:ted u a Jbut-111 oil or ps weU withla the primary t.crm bcrcoC. Lcssce may resume 
payment of the annual rental lo !be wne maoncr u pcvvlded bcrcio oo Of before lhc n:otal paying dale followioa the cxp!ndoo of siny (60) days from the dale of complctioo of such abut-In oil 
or au well and upoo lbc failuro to nwc:e auch payment, thl.s lcue llhall lpta fec:u, terminate:. It al the cxpinidon o{ lhc primary t.crm or any time therca&r a shut-In oil 0t au wcU lJ located oo 
the lcucd prcmiscs payment, may be made In accordance with lhc shut-in provisjocu hereof. 

10.. CESSATION, ORlLLJNC, AND REWORJONG: ll, allcr lhc c:xpintioo of the primary tcnn, producdoo o<oll or au from the IC&Jcd pranlJcs, allcr once obtained. should cease 
&a. •..J !.tiuc. lhu lease llhalJ DOC terminate: if Lenee: commences addiriooal drilling or reworkinc opcntlons wilhio siny (60) days allcr s:och CCU&lioo. and lb.ls lease aha1J remain In full 
forcd" di ~ eel for '° looa u Jl.ch opcnuions cootinuc In aood faith and In wonanao1ilcc manner wilhovt iot.crn1pdons totaling more tbao sixty (60) dayi. If Jl.ch drillio& or reworldng 
opcrmoaarcsult In lhc productloo of oil or ps. !be lease shall rmu.la lo full fOfCC and dl'ce1 for to loo& u oil or au ls produced from the lcaled premises In payioa quantities or paymen1 of 
shJ~&J cf au well royalties 0t peymcot of compensatory royalties Is made u provided bcrcio 0t u provided by law. If lhc drilling 0t rewoc'dog opcntions result lo die complclioo of I w"C!I 
u a dQ' bole, the lease will DOl tcrmlnate if the Lessee commcncca addldooal drillio& or rewondo& opcndons wilhio siJa;y (60) days allcr lhe completion oflhe well u a dry bole, and lhiJ lease 
llhalJ rcma.lo In e1Tcct to~ u Lc:ucc cootloua drillloa or reworldog opcndons lo aood faith and In • worianaollkc manner without lnicnuptlons totalin1 more tbao sixty (60) days. Lcsscc: 
shall i•Vrittcn no<ioc ID the Gcncral und Office wilhln lhlrty (30) days of any ccssatioo of productloo • .... 

II. SHl(f'. (N ROY AL TI ES: For purposes of lhu pananpb. ·we11· means any wcll lhat bu bccu assigned I weU number by the IUlC aaency havtD&JwiJdJCIJoo over lhe productioo of oil 
..:i.it. "I: at any time aller the: cxpinlioo of the primary t.crm of a lcasc that, Wltil being shut In. was bci.aa maintained lo fOtCC and cft"cct, a well capable of producio1 oil or au lo paying 
quao~des IJ loc.ucd oo lhe lea.sod prcmucs. but oil or ps !J oot bclns produced for 1aclc of suiWlle producdoo facilities or 1aclc of a lUitable marlc:ct, lhco Lessee may pay u a &bul·in oil or su 
royal7 ! ~ amount equal to double the annual rental provided In lhc lcasc, but not less than Sl,200 • yu,,: for each well capable of producioa oil or au In payu,a quantities. To be effective, 
e¥! WIJ\l,shut-ln oil Of cu royalty must be paid oo or before: (I) the cxpindoo of the primaty tcnn, (2) 60 days allcr lhc Lc:s.sec ccuc:s ID produce Otl or au from the leased prc:miJcs, or (3) 
60 ~ tiler Lcsscc: completes a dn'Uiog or rewondog opcn.lloo in accordance wilh lhe lc:uc provialocu; whichever date Is latc,t. If the abut-In otl Of ps royalty Is paid. lhe lease ahaJl be 
coosldcrc<Mo be a producioa lease and lhe paymcot shall c:xu:nd the t.crm of the lease f0t • period of ooc year from the end of lhc primary term. 0t from lhc: fint day or lbc mooth following lhc: 
m~tfi tf,11,lch producdoo ceased, and, aJlcr that., if no suitable: producdoo facilities or lllitablc: mancct for the oil or ps c:x:isu, Lessee may extend the lc.ue for four more succcuive period, of 
ooe (I) year by paying the wne amount each year on Of before the cxpintioo of each abut-In year. 

l l. COMPENSATORY ROY AL TI ES: If, during lhe period the lease ls kept In cfTCCI by payment of the shut-In oU 0t ps royalty, oil 0t p.s u told and delivered in paying quantities 
Crom • w.:11 locaied wilhio ooc: thowand ( 1,000) f cct of the lcucd prcmlie, and eompletod in the wne producio1 rucrvoir, or ID any case In which drunagc lJ occ:wriog. the: right IO c:oolinue IO 
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m.alnc:aln the lease by payin& die abut-in o,J or ps royalty ab&ll cu.K, but the lcue aha.II rcm1111 clfcc:uve for the rc:ma,ndcr of the yur for which the royall)' hu bcc:o paid. The Lcucc mq, 
m.alnc:aln chc lease for four morc succc:uive years by Lessee payinc compcnsa10<y royalty al the royalty rate provided ln the leuc of the mltXct value of productioo from the wcU causin& lb 
dninage or which iJ completed in the same prodll(;in& rucrvoir and within ooc thousand (1,000) feet of the lc.lkd tx=iJC:S. Tbe COCDpcDAtory royalty iJ to be paid monthly to th: 
Commlsslooa bcpnnlng on or bcforc the last day of the month followlng the mooth in which the oU or ps Is produced from the "'"" causing the drainage or that b completed ln the umc 
producuig reservoir and located w,thin one thousand ( 1,000) feet of the leased prcmlsu; If the compcnsauxy royalty paid in any 12-mooth paiod Is in an amount lcu than the annual &but-ln 
oil or ps royalty, Lcuee aha.II pay ID amount oqual to the dHfcttoce withtn thlny (30) days ~ the end of the 12-mooth period; and none of these provisiocu w,U rdleve Lcucc of the 
oblipdoo of rusooable dcvclopmcot nor the oblipdoo to drill olflC'I wells u provided In N.R.C. Scctioo 52.03'1; howcva-, al the dctcrmlnatioo of the Commisslooa, and with the 
Commisslooct's wnnco approval, the payment of _,,pcDAtory royalties aha.II satufy the, obhptioa to dnll olrJct "'ells CompcnsalO<)' royalty paymenl.1 which ...., DOI timely paid will accnae 
penal()' and intacst In ICCOl'dance w,th Parqrapb 5 of this lcasc 

ll. £>.'TENSIONS: ll, al the cxpi,adoo of the primary 1cm1 of thu lease. productioo of oil or cu hu noc been obwned oo the leased pmni.ses but drtllinc opcntlons arc bc111c OOClductcd 
~ in good faith and in a good and woricmanlike manna, Lcsscc may, on or before the cxptnllon of the prima,y tc:nn, file in the GcncnJ Land Office wnuco application to thc, 

Commissioner of the Gcncnl Land Office for a tlurty (30) day cxtctuion o( this lcue, accompanied by payment of Tbrcc Tbowand Dollvl (S3,000.00) If thu luse covc:n &iJc bundrod fony 
(6-40) acres or less and Six Thousand Dollan ($6,000.00) ,f this luse coven more than six hundred forty (6-40) ll<nj and the Commissioner aha.II, In wn11n1, extend lhls luse for a thlny (30) 
day paiod ~ and after the cxpi,adoa or the pnmary tam and ao tooi thaeal\a u oil or ps iJ produced In payinc qt1.111uucs, provided further, llw Le:ssce may, ao looa u 111ch drillin& 
opcnbOl1J are bcin& conducted malcc like applicadoo and paymenl dwin& any thlny (30) day cx1cndcd period for 1111 addJuooal cxtcnsioo of thlny (30) days and, 11poo rocclpc of ,uch 
application and payment, the Commluioncr ab&ll, 111 wri11n1, ap,n extend thu lease ao that umc aha.II rcm1111 in force for such additiooal tlurty (30) day pcnod and ao loog thcrcallcr u ot1 or 
gu iJ produced ill payini quanulics; provided. however, tlw thu lease aha.II OOI be extended for more than a toeal of three bundrod ninety (390) days from and alltt tbc CJQ)inu.ion of tbc 
prinuty term unless producooo in peyina quantities lw been obtained 

I .C.. USE OF WATER; SURFACE: Lessee ab&ll have tbe nahl to II.IC wata produced oo wd land -=cssaty for opcralJOOJ bcmiodcr and soldy upon the leased pmnises; provided, 
tw,wc,,cr, Lcsscc shall DOl II.IC poublc water or wa:ta suitable for ltvcstoclc or impuoo purpoac, for wata Oood opcnrloas Without the pnor wrincn COIUalt or Leasor. Subject lO ill oblipdoo 
co P9Y surf11CC damages, Lcsscc ab&ll have thc nsht lO II.IC so much of the IWfacc of thc laDd that may be rc&JOOAbly nccasary for drillin1 IIDd opcntinc wdlJ IIDd transporting and maro:ting 
chc pn:,ductioo lhcrcCrom, IUcb use lO be coaduc:u,d under coodidoas o( lc&St inJury to die IUlfllCC of the land. Lc:sscc aha.II pay IUlfllCC dam .. es In an amount Kl by the Oeocral Land Office 
fee schedule which iJ effective oo thc cble when the Ktivity rcqwnng the payment of surlau damages ocan 

15. POLLlJTION: lo devclopu,1 thu area, l.cucc ab&ll use the lushes! dtsrc,e o( urc and all proper ..Ccsua,ds lO prevent poll11uoo. Without llml11n1 tbe forcpn1, poUuuoo of couw 
wct1ands, natural waterways, riven 1111d Impounded wata sball be pn,vcnted by the use of coownmco1 (acili11es suffidcol lO pn,vcnl spillage, seq,qe or ground water contaminatloo. lo the 
c:Ycnl o{ poUutioa, Lc:ssce ab&ll use all means at ill dispoal to recapwre all acapcd bydroclllboo.l or ocher poU11tan1 and ahall be rc3pOOS1blc for all damqe to public and privat.e propatlcs. 

{A) UPLANDS: l.n$cc aha.II bwld and maintain fcoca around 11.1 slush. IWDP, and dninqe ptll 1111d Wik bancncs ao u lO procecl livcslOClc aplnst loss, dam .. e or ill.fury; 1111d upoo 
ccmpl.cdon or ablllldonmcni of any wdl or wells, Lc:ssce shall fiU and IC"Ye.l all slush ptll and ull1n and complcldy clean up tbe dnllln& 11te of all rubbi.&h tbcmxi. 

(B) SUDMERG£0 LANDS: No discharsc of aolld wute or prbage ahall be allowed ill.to State watcn Crom a11y dnlliJI& or support vcssc.ls, productioo platform. acw or ,upply boat, 
ti.rec. jaclc-up nc or ocher oqwpmcni Joc.l.od oo tbo leucd area. Solid waste &b.all mc.ludc bu1 aba.1.1 DOI be lunllod to OOCIWllcn, cqwpmcot, rubbuh, plastic, a1asa. and any other man-made 
-4,iodcp-.dable ilCIU. A sip mu be displayed in a bish tnffie area oo all -11 and lllllDJled platforms ltatllll, "Dudwto of &11)' aolid WUte or prbage into Slate Watcn Crom veuels 
or pbd"orm, Is stricdy proh,l>ilcd and may 1Ubject a State ofTcxu lcuc lO forldNre." Such swcmcnt ab.all be lo lcucrini of al lc:aSl I" ui &iz.c. 

(q IUVl:RS: To thc c:x1a11 DCICCS&U)' IO pn,vcnl pollutiOll, the provisioas found in IUbscct,oas (a) and (b) ofthu panppb JhaJJ alao apply lO ri~cn 1111d rivabcds. 

(D) PENAL TI': Fai.lW"C co comply wich the roqw.rcmen11 of this provuioo may n:suh in the max.lmwn penalty allowed by law inc.luchni forfc1nn of the lease. Lcsscc ab&ll be liable for 
thc it.naga CMded by ,ucb Cailurc and any com and expcnxs lnaurod ill cJcanioi areas aJJocted by the cflsdm-sed waste 

t, IDEN11F1CA TION MAJUCERS: Lcsscc &b.all cn,ct, at a cliJlaDCC not to exoccd 1Wmty-6ve (2S) feet from each wdl oo the premises covered by ibis lease, a lc111>le sip1 oo which 
slwl be~ thc name oC thc opcrat«, die lease dcslpatloo and thc well a:umbcr. Where !WO or more wells oo the aame lease or wbcR wells on !WO or more lcasc:s an cooncctcd lO thc same 
tmk i.t:tay, wbdhcr by individual Oow line coonccdons direct lO the tank or tmw or by use of a multiple bc:adcr l)'IICm.. each line ~ccn each well and IUcb llDk or header ab&ll be lc111>1y 
ldcatified al all tu:ncs, dcher by a finllly aaachcd tas or plate or an idmullcadoo property painled on such line al a dl.llancc - to cxoccd three (3) !cct from lllcb lllllc or bcadcr connCCllon. 
Said liens, tap, plates or ocher ldcoulicadoo man:crs shalJ be maluwned In a lcslble cooditioo throu&ftoul the term of this lease. 

17. ASSIGNr.fENTS: The lc&IC mq be lnlllSf'c:rrod al ony time. AU nndcn mu rcfcrcncc die lease by the file number and mu be rcc:ordcd iD the county "1>cn thcs area Is located. lltld 
tbe roocwdod tnmf« or a copy catified to by thc Councy Ocr1c or thc oounty where thc transf« ia rcc:ordcd mu be filed in the General Land Offico withtn ninety (90) days of the excc:uuoo 
~ u provided by N.R.C. Scctioo n.026, accompanied by die filing fee prcscnl>cd by thc General Land Office rules in cffocc on the date of recap< by thc GcucraJ Land Office of IUcb 
inms<er or catilied copy lhcreo(. Evay lnlll.dc:rcc shall succccd lO all risllt.t and be subject lO all oblipnoos. llabil1lics, and pcnalua Cl"'cd lO thc State by the original lcucc or 1111y prior 
-.fcrcc of tbe lease, includiq aoy llablhtico IO chc ute for unpaid royalucs. 

II. RELEASES: t..cacc may rclcuc tbc nshu snnu,d hcmmdcr co the Stat.eat any wne by recorchni thc ~lcuc lo thc c:ounty wbcrc lhlJ area Is 11lll&IC>d and 6IJnt the recorded relcuc or 
ccrti.6cd copy o{ same In thc Gcnc:nl Land Office within IWld)' (90) days aft.er ill exec:uuoa -panled by thc 611D1 fee prescribed by thc Gcnc:nl Land Office rula in effect oo thc date of 
rccc,pt by thc General Land Office of aich rclcuc or ocrtified copy tbcrco{. Suell rel_., w,JJ DOI have thc dfocc o( rclc.asuic l.cucc from any llabt11ty tbcrcu>forc accrued in favor of the Slate. 

1,. LIEN: lo ..:conlancc wtch N.R.C. Soc:doD 52.136, the State ahall uvc a lint Uco ui- all oil and ps produced Crom thc area cova-cd by dus lease to _... payment of all unpaid 
royalty and ocher ,uau oC moocy that may become due under this lease. By IICCqlUOCC o! thiJ lease. Lcucc snnu thc Slale. in addllioo lO the lien provided by N ..R.C. Sec:doo n.136 and any 
ocbcr IIJP(lcable mtllUlf)' lic:a, an express contnctual lieu oo and acc:unty inla'CSl lo all leased ll1.lll.crals in and cxtrac:icd Crom the leucd pn:mlsca, all procccd.l wbldi may -=ruc.c! ~ 
Crom die sale of auch leased auncnls, wb.etbcr such procccd.l are be.Id by Lcsscc or by a third party, and all 6xtvrcs oo IIDd improvcmcoll lO chc lea.scd prcmlsa IIJCd in coonccdon 'With e 
productioa or proccssini of ,ucb lcucd m.incnls in orda to ICCU1'C the paymcni o( all royalties or other amOUlllJ due or lO become due under lhlJ 1- and lO ICCW"C psymcnl of 1111y 
lou that LcsJor ml)' suffer by l'CUOII o< Lcsscc's brach of any covcmnt or condllloo of lhlJ lc&SC, whether ct:prCSJ or impliod. This lieu and IOC\lrtty lnla'CSl may be forcd 
witboul court procccdiDp la thc .......,... provided In the litlc I, Cbaptc,r 9 o( the Tau DIUUICU and Commcn:e Code. l.cucc qrc,cs that Ibo CommiulOClcr m.,. n,quln, Lcsscc to cx:c::utc 
IOd ,-'Cl such in.cnmicn11 u mq bo reasonably necaury IO odcnowledcc. aaacb or pcr{oct ihls Uca la.k,c hereby rcpraco11 that then, ..., no prior or superior tiCOJ aruin1 &om md 
rdadag lO l..a3cc'1 KtiV1da upoo the ~l>cd pn,pcny or from l.cucc's ecqwsi1100 of this lease. Should the Commlsslooa at any ume dctamtne tlw thlJ rcpresct1ta1100 II ffcj c, 
then thc Commlssloocr m.,. dccJare this lc&JC forf'ctlcd u prov,ded hcrctn. • • • • 

• 
10. FORFEITUR.£: ll Lcsscc shall Cail or rdiu.c co make the paymcni of any 111m withtn lhiny (30) days aft.er u becomes due, or If Lcucc or an aulhonz.cd agent &bould 1cno~e 

any false rctun1 or false rq,on CODCcrlWII producl>on or dnlllilg. or iC Lcucc ahall Cail or ~fiuc to drill any olrsd wcU or wells in 1ood Caleb u rcqulred by law aod the rula and ~subdoos 
adopted by die Commwioner o{ thc Gcncnl Land Office, or IC Lcucc sbould ran to file rqioru in the manna' rcqulred by law or fall to comply w,th rules and ~pwloos promulpted b/ the 
GcnenJ 1..-1 Office, thc Scbool 1..-1 Bom'II, or the Ratlrolld Com.missiOll, or ~fllsc die proper autbonty access to the records patamln1 to opcnrloas, or If Lcsscc or 1111 autb '° 
sbould knowiapy fail or rdwc to pve ~ lnfonnauoo to chc proper autbonty, or lcnowuigly wt or rdwc lO furnlJh the Gcncnl Land Office a ~ log or &IIY weU, or If ••f 
lcnowln&fy violate any or thc mataul provisions o! this lusc. or IC this lease iJ usisru,d and the usianmco1 u oo< filed in the General l.atM! Office u rcqulred by law, the ri&bll ~ wider 
this lcuc sball be subjoct lO forfaNre by the Commlwoott, and be ab&ll forfC1l 1at11e wbcn aufflcicntly Informed of die factJ which autb.on.u a forfarure, and "'-bcn forfatcd tbc ~ibf' 
a.pin be subject to luse lO die blgbest btddcr, under die umc rcsuJatiocu OOC1tt0lling the original sale of leases IICl"'evc:r, nochlng herein aba1I be OOOJ11Ued u wai\lUII the au1ocna11e 
tcrmulatioo of this lease by opcnlioo of law or by rcaaoo or any special lim1W100 arising hacundcr Forfotw'a may be Id aside and thiJ lease and all risht.t thcrcundcr reinstated before the 
ri&h11 o{ IDOCher lntcrvcnc upon lalllfaccocy cvidcocc lO the Commwioncr of the Gcncnl Land Office of luNre compllllllCC with the prov,sioas of the law and of lhiJ lca.sc and tbc rulc.s at1d 
iqu!atjons that may be adopted relauvc hcmo. 
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; a. RJV£RJl EO TRACfS: In the event this lease COYa'I a rivabcd. Lessee Is hereby specifically srantcd the ript of eminent doma.tn and c:oodcmnauoo u provided for in NJLC 
Sect.ions S2.09l·S2.09J, u a pan of the ooruidcnrloo movin1 to LdsOf for the CO'lal&Dts bcrdn made by Lcsscc. • 

l l. APPLICABLE LAWS AND ORJ LLING llESTRJCTIONS: Tbls lcase shall be subject to all rules and RgwatiOQJ, 111d amendments thc:rc«>, promulptcd by the Commiuiooer of 
the Gcrleral und Office covcrning drlllina 111d producing opcnrlons oo Pcrm111en1 Free Sebool l..&nd specifically includin1 any rules promulp1cd thal Rlate to plans of opcruions, payment of 
~des, and auditing procedures. Ind shall be subject lO all Oilier valid SUl\ltcs, rules, RSWatiO<lJ, orders 111d ordinancc:s thal may affect opcnrlons under the provisions of thls lease:. Without 
limiting the gc:ncnlity of the forcgoins. Lessee h=by •8J'CCS. by the acccpw,ce of this lase, to be bound by and subject to all starutory and Rgula!Ofy provuions Riatln& 10 the General Land 
Office's audit billina notice and audit bearings procedures. Said provisions~ c:urrcntly found 11 31 Texas Adminlwl.tivc Code, Oiap<er4, and Texas Nawn! Resourca Code Sections S2. 13S 
md 52. 137 through 52.140. In the event this lease covers land Cranehlsed oc I~ or Olhcrwisc used by a naviptioo district oc by the United SlllcS foe the purpose of naviption or other 
purpose lncidcot to the opcnrlon of a port, then Lessee shall DOI be entitled 10 enter oc poucss such lllld without prior approval u provided under Scc;don 61 .117 of the Texas Water Code, but 
Lcsscc shall be entitled to develop suc:h land for oil 111d p.s by dim:tional clriUlng; provided, bow1:vcr, thal no swfacc dnllin& locauoo may be nearer than 660 feet llld special permission from 
the Commlsslooer of the General und Office Is ne<:cssary 10 ma.Ice 111y surf'a.cc locauon nearer than 2,160 feet mcuurcd II right anates from the nearest bulkhead line or &om the acaresi 
dredged bottom edge of any clwi.nd, .dip, or turning basin which bas been aulhoriud by the Ua.itcd Swes u a fcdcnl project for future c:onstn1ction, wlucbcvcr Is Dcat'a' 

23. REMOVAL OF EQ IP!',{ENT: Upoo the tcrminatioo of thls lease for any cause, Lessee &ball noc., in any event. be permitted to remove the C&JUJ& oc any pan of the cqulpmcnt from 
any producins. dry, oc abandooed wc:U oc wells without the written consent of the Commissiooer of the Gcncra1 und Office or bis autbori.z.cd rqll'Ual~vc: nor ahall Lascc. without the 
writtc11 consent of said Commls.siooer oc hb authorized rcprcscntative remove from the I~ pm:nlJcs the casin& or any Oilier equipment. matcnal, machinery, appUanc:a or pn,pcny owned 
by Lessee and used by Lessee in the development and productioo of oil or p.s th=frocn unul all dry or abandoDcd wells bsvc been pluued and until all &lush oc Rfuse pus have been property 
fLlled and all broken or discarded lumber, macltlnct)', or debris shall have been removed from the premi1e1 to the sadsflCtlon of the wd Commwtoncr oc bu authorized rq,rescnllllvc:. 

14.. FORCE MAJEUR£: Should Lc:ssee be J)C'CVCtltcd from complyinc with any express oc implied covenant of this lease, from cooducun1 clriUlng opcnrioos thcrcoo. oc from producing 
oil tnd/or ps tbcn!rom. al\cr cffon made in good faith. by rcuoo of war, rcbcUion. riou, suikcs, fires, acu o{ God oc any order, Nie or rcgulatioo of pcmmental authority, then wbilc so 
p-cva>tcd, Lcuce'• obU1atioo to comply with such covenant shall be suspended upoo proper and wW'actocy proof presented to the Commlssiooer of the Gc:oeral Land Office In suppon of 
Lessee's cootentioo and Lc:ssee shall DOI be liable foe danuges for failure lo comply therewith (ac:cpc In the event of lease opcnrioos suspended u provided in the rules and Rgulatioas 
adop(ed by the School Land Board); 111d tbls lease shall be extended while and so 1001 u Lcsscc Is prcveotcd, by 111y such cause, from dnUtn&, rcworidng opcnrioos oc producin1 oil andloc 
ps from the I~ pmnlJcs; provided, however, tbaJ nothing bcrcln~I be coo.str\led to suspend the payment of rcntah dwin& the pnmary or extended term, oor to abridge Lcs.,cc's right to a 
suspension under any applicable staNte of tbls Swc. 

a LEASE SECURITY: Lcuce shall take the blghcsi dcvcc of ~ and all proper ufcguards to prolcct said prc:mises and to prevent theft of otl. ps. and Oilier hydrocarboo.s produced 
Crom said lease. Tub includes, but Is DOI limited to, the inswladoo of all ne<:cssary cqulpmcnl, scab, locla.. oc Oilier appropriate protcc:dve devices oo or II all access points at the lease's 
production, ptbcring and stonge 1)'$lcms wbcre thef\ ofbydrocarbocu can occur. Lc:ssee shall be Uable for the loss of any hyclrocltt>oos re,wting Crom thcf\ and shall pay the Seate ofTcxu 
royal des thc:n:oo u provided b=in oo all oil, p.s oc Oilier hydrocarboo.s IOll by rcuoo of thcf\. 

26. REDUCTION OF PAYM£ l'ITS: If, durin& the primary term, a pordoo of the lllld covered by thls lease Is included witbtn the boundaries of a pooled unit thal bas been approved by 
the School Lind Board in aocordance with Nawn! Rcsoun:cs Code Sccdons 52. 151-Sl.lSl, oc if. 11 any time af\.cr the cxpinl.ioo of the pnmary term or the extended term. this lease coven a 
lcsxr number of acres than the toal amount desaibcd bcrda., payments thal - made oo a per acre, haw hereunder slwl be reduced KCOnling to the number of ac:rcs pooled, rdeued, 
IW'TClldcrcd, or ochcrwisc seva'cd. so thal payments determined oo a per acre haw under the tcrrnl of thls lease during the primary term shall be calculllcd bucd upon the number of acres 
outside the boundaries of a pooled unit, or, if after the cxplratioo of the primary term, the number of acres actually rewned and covered by this lease. 

27. SUCCESSORS ANO ASSIGNS: The covenants, conditions llld agreements cootalned herein shall extend to and be binding upoo the heirs. aecuton, administtalon, succcsson or 
assign., of Lessee herein. 

l&. ANTIQumES CODE: In the = t thal any feature of arcbcolo,ical oc bi.uorical interest Is cncouo!CRd durins the activilles autboriz.cd by this lease, Lcsscc will lmmcdlaldy ccasc 
ac:tivides and will lmmcdlaldy oodfy the Ocoeral Land Office 111d the Tcxu Historical Commlssloo so thal adequate mcas>JRS may be u.odcrulccn to protect oc roc:ovcr such dlscovaies or 
findinp, u ~ Lessee Is cqnssly placed on nodce of the National Hlstorical Prcscrvuioo Act of 1966 (PD.a9~. IO Statute 9U; 16 U.S.C.A. 470). Lcsscc shall comply with the 
Aodquldes Code of Texas, Q\aptcr 191, Narunl R.csourccs Code, u amc:nded. 

29. VENUE: Lessor 111d lessee. includin1 lcs.sce's succcsson llld usipi.s. h=b)' av,:,c tbal venue for 111y dispute IIWIII out of a provuioo of tbls lease, whether express or lmpllcd, 
Rprd.ing intcrprcwion of thls lease, or Rlatin1 in any w.:y to this lease or to applicable case law, IUl\ltcs, oc admlnistntivc rules, shall be in a coun of competent jurisdiction located In Travis 
County, Slltc of Tcxu. 

JO. LEASE FIL ING: Pursuant to Oiap«:r 9 of the Tex. Bus. & Com. Code. this lease must be filed of record in the office of the County Cleric in any oounty in which all or any pen of the 
lca.sed premises Is locatcd.. llld ca,ified copies lhm:iof must be filed In the General Land Office. The prcsa,l>cd filina fee: slwl ac:comp111y the ccrufied copies sent to the General Land Office . 
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Te!;. EXECtmON: This oil and gu lease must be signed and lld::nowlcdgcd by the Lessee before it is 6Jcd of record in the county rccx>rds and in the General Land Office or the State of 

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

~:::~NC. 
Dan P. Colwell 

TITLE: Vice President - Land 

IN TESllMONY WHEREOF, witnes.1 the signature of the 

P OVED 

....... ~ ...... 
DC 
SD ' .:;..;,,y-J-' 
Exec _--r-__ -

srATE oF __ .._rE..,x,,A,,,s,__ ____ _ 
(CORPORATION ACKNOWLEDGMENI) 

COUNTYOF·_...,Mul~O~l~A~N~OL....c.. ___ _ 

BEFORE ME. lhe und=igncd-ority, on !his day p=onally ,ppeam!. __ D_A_N_P_._C_O_L_W_EL_L_· __________ _ 

bowa to meto be the pcnon whose name is subsai.l>cd to the Coregoing iamument. a.s VI CE PRES I DENT .... LAND or TITAN RESOURCES I, I NC., 

_G_e_n_e_r_a_T _P_a_r_t_n_e_r_o_f_T_I_T_A_N_R_E_S_O_U_R_C_E_S"-, __ L. P __ ·----------~ind acknowledged co me that he cxocutcd the same 

Cor lhc purposes md considcratioa therein cxpres.sed. in the capacity mted. and a.s the Kt and deed of said corporation. 

Oi=und<rmyband,mdsealofoflk•lhislh,. _ _,2.,5:..,t"'h'--dayof_..,cSe,,p"-t"'e"'m"'b"'e.,_r ___ ~-~~<l_'--;l-~19!)~ 

N:f~~°'-------
STATE OF __________ _ 

(INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF __________ _ 

Before me. the undersigned authority, oa dus day pcnonally appcarcd----------'-----------­

known to me to be the pcnons whose names an: subscribed to the foregoing instrument. md acknowledged to me that they cxocutcd the 
same for the purposes and cons:idcruioa therein expressed. 

Cnvcn undetmy hand and seal of office diis the. _____ -'day or _____________ ~ 19·----~ 

••• • • • .. . 
•••• • • • ••• 

• 
•••• • •••• 
• ....... 
• • 

• 
-------------------~·· • • •••• Notary Public in and for. _____________ • , ....... 
--------------------~·- . 
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Lease Numbe t Book/Vol Page F.ntry County I Par18h State 

TX 299-109 155-000-00 78 248 51185 CULBERSON TX 

ae N.s I State o f Te xas I Lease O.te I 08/04/98 

Legal Deacr1pt1on 

N ;. t NE/ 4 , S/2 t NW/4, S/2 ( W/4 r e t ion 1 , Bl k l l Pub!, School Lani urvey CUiberson County, Texas, conta1n111 

approximately 252 54 acres aa ahown on the Ott1c1al Map r CU!bere n Cow.Ly on t1le in the Texae General Land Ot !1ce, Austin, 

Texas 

990563 ~ I 

PROSPECT TX299 - PARAGON INDIAN/ST/ Ff 1: '. 
' I ) 

.iyee u A ount Number Amount 

State o f Texas Q../~ 52. 54 
General Land Office 
1700 N. Congress Avenue 
Aust i n, TX 78701 

Wan ~Source£ ll- ) ;a, 
. . . 

• "Period Beg . 08/04/1999 DELAY RENTAL CHECK • 100427 
--. . 

••• I N NS TO DEPOSITORY Y u h;,ve been deei~nilted u def 
therP" ' LO the pa r ties named and 1n the amounts indicated 

1~•• l • ~ depoa1t to the c1edit or the p111ty named ln , ope 
• • • 
•• • . • . • • • 

.. 
• • • ... 

ail ry t r the &hove dee er ,bed µ ym nt Pleaae credit the i:,r ceede 
Should any d1fticulty o! any notute a 11se. DO NOT RETtJRN our check but 

111! count, ,nu adv,ee ue ,•• soon 1111 po11e1ule tc.1 turthe 1 tnetru t1one 

10 0427 
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Check # 101239 t / ft<re PF.sou r'('Pt,. L. P I (;). J 
Property Id / HMS Eff. Date Recording I nformation State County / Parish 

~ TXL'99-109· 155·000·00 08/04/1998 11/21/98 BK 78 PG 248 ENTRY 51185 TEXAS Culberson 

M 99l>l4 

Property Nam e / Lessor 

Comm1ss1oner of the General Land Office of the State of Texas 

Property Legal Descr iption 
N/2 of NE/4 & 5/2 of NW/ 4 & S/2 of SW/4 of Section 15, Block 103, Public School Land Survey, Culberson County, Texas, containing approximately 252.54 
acres as shown on the Offioal Map of Culberson County on file in the Texas General Land Office, Austin, Texas 

00 G~ L ~ 5 
,{L( X 2-s2 

Payee Nam e & Address 
, SSN/ Tax Id Number 

State of Texas, acting by and through the 
CommlSS1oner of the General Land Office Federal Tax Wi thheld 
1700 N. Congress Avenue 0.00 
J\usun, r..< 7o70~ -

Account Number 

Total Bank Charges 
0.00 

Payment Peri od Payment Amount Bank Service Property Property 

Due Date (1n months) Descr iption Due Charges Sub-Type Sub-Id 

08/04/2000 12 Delay Rental 252.54 0.00 

.... . . '·r. 0.00 0.00 .... . . .... 
I I 0.00 0.00 ...... . . 

-- --:1 ·1 • 0 0.00 0.00 

• 
•• 
• I /t • • 0.00 0.00 

Instructions to depository: you have been designated as depos1tory for the above descnbed payment(s). Please credit the proceeds thereof to the parties 
named and 1n the amounts 1nd1cated. Should any difficulty anse, make the depos1t 1n a special account, and contact us 1mmed1atelYN ~ 1 Q 12 3 ~ 



.... . 

.... 
. 
•••••• .. .. . . . 
... 

• 

•• . . 



Check # 102572 
Property Id / MMS Eff. Date Recording Information - .. 

S~ut . : County / Parish • • 
TX299· l 09· 155·000-00 08/04/1998 11/21/98 BK 78 PG 248 ENTRY 51185 . . . T . ~ . Culberson . . . . 

M 99614 . . . ... 
Property Nam e / Lessor 

Commissioner of the General Land Office or the State or Texas 

Property Lega l Description 

N/2 or NE/4 & S/2 of NW/4 & S/2 or SW/4 of Section 15, Block 103, Public School Land Survey, Culberson County, Texas, containing approximately 252 54 
acres as shown on the Offloal Map of Culberson County on file m the Texas General Land Office, Austin, Texas 

Payee Name & Address SSN/ Tax Id Number 

State of Texas, acUng by and through the Comm1ss1oner of the General Land Office 

(d'lew-1700 N. Congress Avenue Fed eral Tax Wit hheld 
Austin, TX 78701 0.00 

~5'J~5L/-
Account Number 

1l{v' /J a lf ~ CA u._( l"c;>- Total Bank Charges 

0.00 

Payment Period Payment Amount Bank Service Property Property 

Due Date (In months) Descr iption Due Charges Sub-Type Sub- Id 

08/04/2001 12 DELAY RENTAL 252.54 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 n1r1 11f"'\r,..,.,..,. 
'-"'J.V"-f..:J.JJO 

I I 0.00 0.00 

Instructions to depository: you have been designated as depository for the above descnbed payment(s). Please credit the proceeds thereof to the parbes 

named and 1n the amounts Indicated. Should any difficulty anse, make the deposit 1n a speoal account, and contact us 1mmed1at"4 ~ 1 Q 2 5 7 2 



1 . 
•• ••• • • • •• • • • • • • • • • •• • • • • • • • • • • • • • ••• • • 



Check #9901476 
Propertv Id / MMS Eff. Date Recordlna Information ••• State County/ Parish 

TX299· 1 ~-155·000·00 08/04/1998 11/21/98 BK 78 PG 248 ENTRY 51185 
. 

• • Te~ . CUiberson • . . . . • • . . M 9<)61'1 . . . . . . 
• . . . 

• . . • . ... 
Propertv Name I Lessor 

Commissioner of U,e General Land Office of the State or Texas 

Property Legal Description 

N/2 of NE/4 & 5/2 of NW/4 & 5/2 of SW/4 of Sect1on 15, Block 103, Public School Land Survey, Culberson County, Texas, containing approximately 252.54 
acres as shown on the Official Map of Culberson County on file In the Texas General Land Office, Austm, Texas 

0204c329 

Payee Name & Address SSN/Tax Id Number 

State of Texas, acbng by and U,rough the Commissioner of the General Land Office 
1700 N. Congress Avenue 

l Federal Tax Withheld 
Austin, TX 78701 i 0.00 

Account Number 

Total Bank Charges 
0.00 

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

08/04/2002 12 DELAY RENTAL 252.54 0.00 

I I 0.00 0.00 

r1 l 
I I ~ "" 0.00 0.00 .J I 

-
rC-.i J , LJ I 

I I ....... 0.00 0.00 y _J ./ -
-,. . ..:, ,, "" u.. 

I 

I I ·-
I 

co 0.00 0.00 

L ::: ' 
Instructlons to depository: you have been designated as depos,tory for the above descnbed payment(s). P1ease credit the proceeds the~i,.t:o~ ~ 
named and In thi a;nounts Indicated. Should any difficulty anse, make the deposit In a speoal account, and contact us 1mmed1ately. ~ ~ U l 4 ( 6 



. • . ... <t, . . . . . . . . . . . . . . • . • . . . . . . . ... . . 

By 
ewhu~-r~~-


