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Rentals: ~<5'. 

Miner a 
Maps: 

STATE LEASE 

CONTROL 

04-19877 

SURVEY 
BLOCK 
TOWNSHIP 
SECTION/ TRACT: 
PART 
ACRES 
DEPTH LIMITS 

LESSEE 
LEASE DATE 
PRIMARY TERM 
BONUS ($) 
RENTAL ($) 

ROYALTY 
VAR ROYALTY 

MF099621 

BASEFILE COUNTY 

127924 - REEVES / 195 

PUBLIC SCHOOL LAND 
53 
00 
47 

80.00 
NO 

TITAN RESOURCES 
Aug 04 1998 
5 yrs 
4078.40 
1. 00 
0.20000000 
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1 BID FORM 

2 OIL & GAS LEASE 

3 TRANSMITIAL LEITER 
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APPL( ANT 
A REEM tNT 

APPLI ANT 
IDENTIFI A TI 
TOAPPEAR N 
LEA E (typciprint) 

AREA 
DE RIPTION 

DID 
IJMI 

M L.N 

25 

APP I ·ANT 
T ' I.D. fl 

I NAT RE 
A ENT 
(type/print below) 

=J9f;21 
A U T 4, 1998 

MlNERAL L « A { nro APPLI ATI 
Texas General Land Office ·D - CA--040(8-93) 

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

Name TITAN RESOURCE , L.P. 

Address 500 W. TEXAS, SUITE 500 

City MID LAND State TX Zip 7970 1 

Telephone ( 91 j 498-8600 
(Include +4 <:ode) 

Reeves Public School Land 
County(ies) _____ _ Survey/Arca -----

53 4 7 (If Appltcablc) 80 
Section/Tract Acres BlodJfsp. __ _ ----- ----(If Appl icable) 

Cash Oonus Enclosc_d-""-'(S-'-) -------(1ypc/prin1 amount below) 

$4,078.40 ----------
@) Sales Fee Attachc~d---'"'($:.1..) _______ (type/print amount below) 

$61 . 18 
This Sales Fee is I - 112 °/., o ( the cash bonus as provided in Section 32.11 O o( the 
Natural llesources ode as amended. 

APPLl A T (same as above) 
TITAN RF OURCES, I .P. 

n AM O LY (A) 
Do Not incl ude sales fee) 
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· t, ~tare or <Zre.t 
uuefo~\) t!t~ 
Rcrilcd I 
G - Ill/JV 

sg( u.stin, 'QJ;exa.s - -·-

OlL AND GAS LEAS& 
NO. M-99'11 

Wl!ER.EAS, punuant 10 tbo Tc:QI Nltl.nl ~ Code Q.aplco Jl, 33, SI, 9Dd Chlpccr fl,~ A-0 llld II, (aid Code bdaJ bc:rcillaflcr rdcmd to• N.JLC.). IDC! aibjoct to aD 
rulca -1 ~culadom promulptod by die Commi.ukiocr ol lbc Ocncnl Lmd Office IDC!/« tbe Sc:bool Lmd Do.-d pul1IIIIIII tbcn:lo, IDd all other IIA)lbblo mtulCI llld 1111cndmam ID aid 
N..ILC.. die Collowin1 wca, ll>'Wlt 

f)l OP SV4 OF l'.CTION '7, BLOCK Sl, P\JBWC SCHOOL LAND SURVEY, RUYES COUNTY, TEXAS, CONTAINlNC APl'1l0XlMATtLY 80 ACRES AS SHOWN ON 
TICE OFPICIAL MAJ' 01' REEVES COUNTY ON l'TLE IN neg TF.XAS GENERAL LAND OFFICE, AUSTIN. TEXAS, 

--, aft« bdna duly~ oll'c:rcd r« lwo on lbc 41!1 dly or AIII\Ut. lffl, • 10:00 o'dodt a.m.. by lbc C'«Dmlllk:Ga-ollhoc Ocncnl 1..-1 Ofiloc o(dlo Swo olT- llld tbo Sdlool 
1..-1 Dowd oflbe Srao o(Tc:us, r« tbo IOle 9Dd only purJlC* of prolpCICtin1 IDd drillina fol', Ind producla1 oll lltldl« ps dull~ be found llld procluc«i< Ctom the above clcxn'bocl 1ra; llld 

WHEJtEAS. after aD blcll llld .-.ittmc)ea wblcb-,, recd-sup 10 aid time baYO ti-I duly ooosldcred by lbe Commlssloocr oflbe Ocncnl I.ADcl Officc md tho School I..-! &.rel" a~~ 
mccdna tbcno(ln tho Ocncnl l..-1 Offioe, on die 4do day o( Aupot, l ffl, hcrc:lnaJ\cr Ibo •dfccdve ct.• IDd ii wu (OUDd IDd ddcrmiDc,d lholt TITAN Rf.SOUR! L.P. wbofo ICkk'CII Is 
500 W. TEXAS, SUTB 500, MIDLAND, TX 7'701 tu.cl ofrc:rcd tho hl&f.!at locl beat bid r« a lcaJC oltbo- ebove clcxn'bocl md Is, tbcR'/orc, mtidcd *> rcaiw a lcao ~ 

NOW, ruER.EFORB.1, OlnyMairo, C«nmlwk:Gc,-o(tbo Ocncnl LMld Officcoftbo SlalooCTcxu, bcrcmaftc:r ,omcdmca rcfcmd IO• "IAI«; wboN adclrm Is Alulin, Tc:iw, byvinuool 
die llliboricywsecd ID- llld bi ooosldcndoo oltbo ~CIII by tbobcrdllallc:rclc:silll*d [.-_ tbo- olPeur,,.._.. Snalty [lpt ud .o/100 Oollan ($4,071.40). RlCCipt olwbic:b 
b bcrcoy eda,owlodpd IDd o{ Ibo royatd.., -is. ,upubtloN md .-dit.iou _.....,.. lad bcrcby qrocd ID be pelcl. obecr-s lftcl pcrlon,M,d by 1..--, do bcrcby clcmuc, pllnl. lc:asc ond 
kt will> tbo above .-doDed bidder tbo cx.chaslve ripi& IO Jll'OIPOCI for, produce md mb oil IDC!I« ps &om tbe aforesaid area upon Ille followio& la'IIU ancl ooaditiom, LO-Wit 

L RF.Sf.RY A TION: Then b bcrcby ex~ ond ...--1 10 Lea« cbo Ml '* ol lbe propertr c:ownd badJy md all rial>tJ wldl rapocl ID tbo IUrfaco and lllt.lrf'JOCC thcroo( f« Ill)' and 
all JlUl'P09CI cmqll tbo9o pwillOd al 10 tbe cx.1mt bcrciD ano,tcd to Lcaoc, IDCdba' wbh lbe rips o{ m,rca llld cp-cu llld - ol Aid IIIDds by 1..caor and hs miDcnl lc:uca, f« purJlOICS or 
c:xplorin1 f« IDd procludn1 !he miDcnu wbidi 1R DOI oovc:rcd, « wblc:h 1118)' DOI be c:ownd iD tho flllurc, mwlcr !be ICl'IIIS of tJib 1-, bul v.1uda IU)' be loo:ad withla the-<aoo bouncbria o{ 

tho tc-i ll'CL AU ottbo ripts la llld 10 tho lcuocl prcmlla rctainod by Lcuor IIICI all oltbe riai>tJ la llld to tbe lcuocl JlftllldCI pmled to Lcaco bcrclD shall be cxad,cd la IUdi a mmncr lholt 
odthc:r lhall uncmly inlaf cro with tho operations of the other. 

l. TE.RM! S®joct to the otbc:r provbl01111 bcrool, this 1-lball be Cora lcl'III ot&ve (5) )'Cm'I &om Ibo cll'ccdYe cble lweol(bcrclD called "primary 1en111 ond u loa& dicrca&r u on or ps 
Is prodoced in pmylo1 ci-ititlc:s &om aid area. 

3. DELAY RlNT A LS: It DO -11 be OOllllllCOC«I on tho lllld badJy lcllCd on « bdore the anal--, dllo of this lcuc, lliis lcaN lhalJ I01Dinacc u to bodi s-tJcs unlca Ibo Lcsscc oo « 
before said dlle lhalJ ~ « ader IO tho Commissioner olcbo Ocncnl 1..-1 Officc oCtbo Slate o(Tc:QI • Amdn, Tex11, !he sum of ON Dollar {SI.IMJ). pu "°" v.'hlch ahall opcnl.C as l'Cllllll 
IIICI OCMr tbo privllep ol clcfc:nin.& Ibo OOfflDICIICClllcd ola well f« IWdw (12) rnonw Ctom aid clalc. In lib~ IIICI upon lib JIIIYIIICIIIS « ta,dc,n the C01n111C11CC111 or a well m')' be 
fiirthcr clcfc:rrcd r« like periods of Ille aamo numba' of mCIIJlu ,uccculvcly clwiq lbc primary 1C11D bcroo{, 

.. PRODUCTION ROY AL nr.s: Suhj<d IO die provblons r« royall)' ~ IC( OUI In aibpm'aan,pb (B) o( lhlJ ~ • • IIJlOII produclioo of oil and/« ps. the Lcsscc acr- IO ~ 
or c:.me '° be paid IO Ibo Ccmmlaloncr oflbc Ococral 1.-1 Offico In Austin, Texas, lorlbe ... and bmdit o{tbo Stlllc otTcxu. during !he ICl1D bcrcor. 

(A) OIL: As a royall)' on ot'l, wlllch Is dc:fincd • lnclocling all byclrocllt,oos produood bi a liquid f«m " 1bc mouib ot lbe wdl and abo all cooclcnsale, disullalc, and otbc:r liquid 
~ rccovcn,d &om oil « pt nm lhro.lab I KJ)W8t« « olber equlpmcnc. u bc:rdo.,hr pnwidcd, 115 pll'l of tho pwa produclioo « Ibo m.icct valuo tboreo( 9' Ibo optioo of Ibo LcSlor, 
IUCil value'° be ddamlocd by 1) die hl&hal JlC*,cd prioe, plm prcmllllll, If eay, oll'crcd « pa,ld for oil. c:ondcosllc, cllstillltc, « ochc:r liquid bycl,OQlbou, rapc,c:tivdy, of a lib typo llld gravil)' 
ia Ibo pnaal area wbcro produood ancl wbca nm, « 2) the blgbc:lt morlcd price dicnof oll'crcd or peld la lbe ,_... area wba'c produced and v.1- nm, « 3) Ibo pwa proc,ccdll of die Ale 
lbcno{, whicbcwr b !he .,_-, 1.- apca mat before •Y ps produood &om tho lllld badJy lcuocl Is ad. tucd « proccucd in a piMI(, it will be na 6w of COii ID Lalor tbtoup • 
adcq,.uto oil and ps ,qs'8IOr of COIJvaw'on.al lYJlC « other cqu.ipmcic • least as dliciait ID tho cod tlui all liquid bydrc,c8rbcas rcco-.ble from !be ps by aic.b mcam will be t"CCOYa'Cd. Upo11 
wriucn CODJCDI of Lessor, tbe rcquircmcnt Iha& IUdi ps be ND tbloup IUCh a lq)ll'llllr « other cquipmc:at 1118)' be walvul upoo llldi la'IIU llld CODclitions a, paaibcd by Lcaor. 

(8) NO PR £0 GAS: As • royall)' on my ps {'111Ch1dln, flared p,). wblcb Is clcfinod as all bycl,'ocarbonl and p1C011S IUbllanccs DOI dcfiJlcd as oil la 111~ {A)~ 
prodoced from my well on aid lllld (acept u pvvidcd bcRul with rcapocl 10 ps proc:c:acd in a plant f« tbe cctncdoo o{ p,ow,,c. liquid bycl,omrbom « ochc:r prodllcts) 115 pmrt oltho p'OIS 
produclioo « the -iccc value tbcnof. 11 cbo optloo of the 1-, aid, vallle ID be bucd oo cbo hlpat mnd price paid« offircd r« p, of oompsablo qualll)' Ill tho acocnl area v.bcn 
prodoced and when Nil. « die poa price pa,ld « oll'crcd IO tho producer, wbldicvcr Is pUICI' provided tlui the maximum prr:aure base la 111CU1fU11 tbo ps mwlcr lhlJ lcuo OOllll'IICl aha1l DOI • 
my time accied 14.6j pounds JlCI' 111U1R lncb abeolute, and tho IIIDdahl base IClllpalt1n lball be siXI)' (60) dcsrcca Fabrcnhcit, com,cdoo 10 bo maclo r« pressure accorclin1 IO Boyle'• Law, IIICI 
r« lpOCi.6c pvil)' accorclin1 IO - made by lbe &I.loco Method or by tho - llpp'OVOd method ot tcstin1 bcm1 med by tho IDdusuy II tho 1UDO or laliaa. 



(C) P'ROCESS£0 GAS: M a royalty oo any ps procascd ill a psollllC plant « other plant for the rccovuy of p,olinc « other liquid ~drocarbons, l/5 plllt of the ralduc gu aod 
die llqu1d llydloc.-bom CX1l'8Clcd « the m.1ro:1. value thereof.• the opcioo o(the Lc:uor All royalties due Ila-do mall be bucd oo ooc hundred percent (100%) of the total plant produc:tloo of 
~ ps aan"blltablc to ps produced from thu lcuc, and oo fil\y pcrccot (SO%) « lh.i percent .ccrulq to Leasce, wbicbeYcr la the crcater, of the total plant productioo of liquid 
laydiocarllool, aaributable to the ps produced fJUD thu lcuc; proYiclcd lhal If liquid b)"droQtbcm arc rooovcrcd fJUD ps proc:cac,d ill a plant ill which Lcsscc (or its percot, ,ubaldiary « 
llffil.iMc) OWIU ID illtcrcst, tbaa the pa'CCOIAgC appikablc, to liquid bydrocm'boo, llhall be fil\y pcrccul (SO%)« the bi&bat pcrccot accnda& to a thJrd l*t)' proc:cssiq ps through IIJcb plant 
..der a proccuina aarccmen.t ocpiar.cd • lnl1I' lc:ogtb (« If lhcre Is DO such third puty, the blgbac pcrccot thas bcui& spcc:ificd ill proocuin& 11R>=ents or contnc:tJ ill the lndusuy), 
~ Is the ~ - Toe rapoc:uvc royalties oo raldiac ps and oo liquid bydroarbcu .twJ be dd.crmlnod by I) the highest matlcct prioc, pa.id or offcnid r« aoy ps (« liquid 
laydloc:nona) al COlll,jW'lble qu.alil)' la the acucnl vca or 2) the poa price, pa.id or offaod for IUcb raldue ps (or the wdabted average, poa ldlina prioc f« the rcspcc;tivc p1ldcs o! liquid 
~). .... ~is the crcatcr. la no C'YCllt, ~ • .twJ the royalties pcyable under thu ~ be less tb8D the royalties wblc.b would have been due had lbe gu DOI been 
proocacd. 

(D) 011I£R PRODUCTS: >J a royalty oo catboo black, tulpbur « any other products produced « manufactured fJUD p.s (acq,tin1 liquid bydrocarbom) whether Aid ps be 
"caslnchod." "cky" « aoy other ps, by lixtioa.alina. bwuin& or any other proccuina. 115 plllt of pou producdoo of IUcb producu.. « the marltct value lbcrc,of, at the opcioo of Less«, ,ucb 
man:cc value to be dctcrmlncd u follows: 

(1) On the bub of the blghcst matlcct price of cacb produc:t, during the same mooth la which IUcb product Is produced, or 
(2) On the basb of the aYCngC pou Ale prioc of each product for thc wne mooth la wblcb 1ucb products arc produced; wblcbcvcr is the IJ'Cller. 

(£) V ARIABL£ ROY AL TV: (i) Subjoct to the ocher proviJions of thu lease, it la bcrcby provided lhal in the event productioo lo paying quantities la embllabed pursuant to the term, 
al dw le:aR and aucb producdoo la brouabt oo line and aalca thcn:of arc commc:oocd whbln twall)'· four (24) moow of thc dfcc:tlvc date bcreof. the royalty rate provided h=ln &hall be 
reduced to 11. 75Y. , and aball apply to cacb aubsoqucot wdl dnlled and produced oo the land covered by thlJ lcuc. Provided that, If during IUdl twcnl)'-four (24) month term durlna which 
1-.-,. e.-n a rcduocd royalty rate of 11. 75% u herein provided., Lcuoc ahould drill la good faith aod oocnplcte the fint well u a cky bole oo the land covered by thu lcuc, Leuoc may 
reocivc a dircc, (3) mooth CXICD.Sioo o( the term In wblcb to um a reduced royalty rate by sivin& notioc to the Commissloocr of the Ocncnl Lind Office, commcodng clriJUna opcntlOOJ oo an 
edditlooal well pdor to the expintloo of auc:b three, (3) mooth period and prmcadina diliaently and ill good faith the drilling of IUch additional wdl and completing woe 10 that productioo in 
peyioa quantities la Cllabllabcd and 10 lhal IUCh producdoo la brought oo line and Alea thereof arc oommc:nocd pri« IO the aplnlioo of IUcb three (3) month atcnJloo period. 

(u1 la the eYCDt pro<klctloo la payin& qu111titica la Cllabllabcd punuan1 to the la1IU of thu lease and IUch productioo la brougbt oo line and u.Jca tbcrc,of an, oommcnocd allcr the 
cxplr'llloa oftwal(Y· four (24) moothJ fJUD the cffecdYC date bcreo{but pri« to the cxpinuoo offortr-dahl (41) moow from the cffcc:tlYC date bcrc,of. the royalty rate prov{dcd b=ln aha1J be 
R>Cb,cd to U.375% aod .twJ apply IO cacb aubsequmt wdl drilled and produced oo the land covered by thu lcuc.. Provided that, If durin1 IUch !Wc:Oly.four (l4) mooth term durin1 which 
Lcacc Ill.I)' e.-n a rcducod royalty rate of JU7S% u herein provided., Lcaec abould drill la good faith and complete the finl wdl u a dry bole OD the land COYa'Cd by thu lcuc, Leuoc may 
reocivc a duu (3) mooth CXlalSioa of die term la ""'hidl to earn a mluccd royalty rate by siwi& nodoc to die Commlsslooc:r of die Ocncnl Land Office, ccmmcodng drlllln& opcnl.iOOJ oo an 
eddiuoo.al ftll pdor to the cxplr'llloa of IUcb three (3) mooth period and proaccuti.q diligently and la good faith the drillina of IUcb additional wdl and complctlna ume ao lhal producdoo In 
piyiq quaalitlca Is cstablisbcd and ao thal aucb prodDctioo la brouahl oo lillc aod Ales tba'eof' IR oommcnocd pri« to die cxpintioo or IUcb three (3) mootb CXlalSioa period. 

(P) NO DEDUCTIONS; Lcaec l&J'CCI thal all royalties 8CCnllnJ ID Lc:uor under this lcuc aha1J be without dcductioo for die COii of produc:lq, transporting, and ochcrwbc 01.lldna the 
oil, ps me! odicr products produced ba'CUDdc:r ready for ale or uc. 

(C) llOY AL TV IN KIND: ~ ~I cootaiMd ba'CUI to the contn,y, L.amr Ill.I)',• its option. iii- DOt lcu than 60 d-r, ootloe to 1-. require ar any time or fJUD 
time to lime lluil ~COl al all or •'J royalties accniiq to Lestor mdcr this lcuc be made la kind wit.bout dcduaioo for the COii of producing. plhcrin&, IIOring. ICpU'alin&, tTeatio&. 
~ COlllpl"Cain&. proccuin1, b"mlpOltiq and odM:rwue mal:ba& the oil, ps and Olba- products produced bc:n:iundcr rcady r« Ale « uc. Leuor'1 right to take Its royalty In l:ind 
..0 IIOt cimwsb « DCpl.e Lc:ucx'1 riabts or Lesace'• obllptiou, .....tidbcr cxprc:a or Implied. under thu lcuc. 

(U) PLANT FU&L AND R.ECVCLED GAS: No royalty lhall be pay8blc oo ,ey p.s aa Ill.I)' rcprcscnt thb lcuc'1 proportlonate ab.arc of aey fuel wied to prooca ps produced 
..__... la my proccuin& plllll. Notwidutandiaa aytbiq conaincid ba'CUI to the CIOOllW'y, and aul!joct to the COlllalt ua writiq al the Commluioocr of the Ocncnl Lmd Office. Lc:sscc 
a,y rec:ydo ps for ps lift purpolCS oo the lcucd prcmlJca Illa the Uquid bydrocatboc, OOOllWICd la Ibo ps haYC bcc:n removed, aod DO royalties .twJ be payable oo the ps ao rccydcd until 
_.. lime• thc Alll.e may Cbc:rcafter be produced aod aold or uod by Leuoc In IUch ll18IIDCI' u to entitle Lcuor to a royalty thcrcoo under the royalty provlalOOJ of thb lease. 

(1) MINIMUM ROY ALTY: Duriq any year allcr the cxplntloo o!the primary tcrm of thu lcuc, lfthu lease ls maintained by producdoo, lbe royalties paid to Lcsaor In no event &hall 
be lea lhaa m IIDOUDl equal to the total Ill.Dual dell)' 1a1.w herein provided; odlerwiJc, tbcrc aha1J be due and payable OD or before the last day of the month auocccdin11 the an.niYU'W)' date of 
lhl.s lcuc a 11J1D equal to the total 11111ual rcotal less the amount of royalties paid duri.na the pn,ccd.iq y-. 

(J) MARGINAL PRODUCTION ROY ALTY: Ui- Lcacc'1 writ1a1 appllcMlon, lbc School Land Board may reduce the royalty rate Id out In thu parqrll)b end/or lbc minimum 
royalty act OUI la IIUbpmagnpb 4 (1) to CXlcod the COOCICOlie life al this lcuc aod --so reocMrY al oil or ps thal might ochcrwl,c remain Ulll'OCCMl'Od. Any IUch royalty rcductioo must 
con!orm to the roquirc:men.tJ al ,ey Scbool Land Board edmln.iJllndvc rules oo tbb .ubjoct. Royall)' may DOI be reduced below tho .ppllcablc, IUlUIOry minimum. 

5. ROY AL TV PA YM1'.NT'S AND REPORTS: All royalties DOI lalr.cll la ldad mall be paid to the Commualooc:r ol the Ocncn1 Land Office • Auada., Tau, In the followin& mao.ncr: 
~ ol royall)' OD prodl,cdoo ol oil -it Pl mall be aa proYiclcd • the Nia act ford, la thc T c:u1 llqula-. lluJa CUITCGlly provide tb.l royalty OD oil la duo aod mu.at be reodwd In thc 

o-n, Land Office oo or bdore Ille Stb day o( the ICICODd IIIOalb ..occediq Ille mootb al produc:tloa, and royalty oo pa la due and mlllt be ~ In the Ocnc:nl Land Office on « before 
~ l$Cla .,_ al Ille ICICODd moath IQOQCcdiq the mootb al produdloa, ~ by the affidavit al the owner, maaaacr « ocher -.dbormd agc:nt, completed la the form aod mmncr 
..-ribod by thc Ococnl Land OO'ice and obowiq Ille po.a amount me! dupoctloa al all oil aod ps produced aod the m.-b:t value al the oil aod ps, togctbcr with a copy ol all doalmcnts., 
,_.. « rq,aru oonfinnla& Ille aroa produdloa, cliJpolitioo me! mslcct value IDdlldiq ps mctcr rcacliqs. pipdlne reodpts, ps line rocclpts aod other chccb « manormda al amount 
prodlced -S pu1 Imo pipdiDa, IIDb, or poou aod ps liDcs or pa ICOraie, llld my ocbcr rqJOrU or records whldl thc Ocncnl Land Office may rcqulrc to va{fy thc poa prod11cdoo, 
..,._ llld IMfkd value. In all c:uca lhc IUlbority of a m.anaccr or ap1 to ~ for thc Lcuoc bc:rdD m1111 be filed In the Ocncnl Laod Office. Each royalty paymc:ot abalJ be -panlcd 
by a d,edi: llub, ecbodwc, ...........,. « ocher rc:mi- edvloc 11bow1z1a by the aulpod Ocncn1 Land Office lcuc aumbcr the -aunt of royalty bcln& paid oo each lcuc. lC Leacc ~ lw 
IO)W(y OD« bdore tblrty (30) clly1 Illa the royalty ~en.I was due, tbcn Lcacc owes a penalty al 5% oo the royalty« ru.oo, wblc:bewr la crcatcr- A royalty paymc:ol wbldi la ova- lhir1)' 
(lO) c11y1 I.re mall ecc:rue a penalty oC 10% o(the royalty due « ru.oo wtildicwr la lfCII«. 111 addition to a penalty, royalties aha1J ecc:rue lnlcrelt ar a l1llC of 12% per year;~ ln.lcrelt will 
bccla accniiq wbc:o the royall)' la ,lxty (60) d-r, oYadllc,.. Allidavlts llld IUpllOl'tUll doalmen.tJ whldl arc DOI filed wbc:o due abaU Ina.a- a penalty In an amount Id by the Ocncn1 Lind 
Office admlDl.ltndYC nde whldl la dfcc:livc oo the date wbc:o cbc affidavits« IUppOfUlll doalmc:ots wa-c due. Toe Leuoc obalJ bear all rc,ponsib!Hty r« payln1 or causina royaltic, to be 
paid aa pracnl>cd by the due dice proYiclcd bcrdn. Plymc:ot al the ~ pc:oall)' aha1J In DO -.y opcn1e to prohibit the Stacd1 right o( forfciwrc as provided by law nor ~ to pcllfpOOC 
the dMa oo ..tudi royalties wa-c origlully doe. Toe aboYC pc:oall)' prc,v{Jlona llhaU DOI l!pply In cues al title di,pulO u to the Swc'1 portion of the royal!)' « io dw portloo of tho royalty In 
dupule u to fair mtrlcct value. 

4. (A) llES£RV&S, CONTRACJ'S AND OTUER .R£COROS: Lcuoc ob&ll aMU&!ly fumbb the Commiulooer of the Ococnl Land Office with its bes( pouiblc estimate of oi.t and CU 
.--undcrtylq thu tc.. « allocable to thb lc:a,e and obalJ fumlab aald Comml11loncr witb copies of all oootracu under wbldi ps la aold « prooeucd aod all ... blc,qucot aar-ncnts and 
..-dmmts io _.. oootnc:tJ within tblrty (30) days allcr cotainc ~ or maldnc lodl contncU, air-cou or amendments. Such contrac:tJ and A(J'CClllcots wbc:o rccciwd by the Ocncnl 
Land Office mall be bdd In confidcocc by the Ocncnl Laod Office anlcu ochawiJc ~ by Lcucc. All ocher oootrac:tJ aod records pcrtalnlna to Ibo producdon, ll'IIUpOIUllon, Ale 111d 
..bda& o( the oil aod ps produced oo Aid pn:mlxa, lncludiq thc boob and accounu, .-:lpts and dix!w'gca of all wdla, l8nb, pool&, mctcn, aod pipclinca lhall al all times be ,ubjcct IO 
lupoctioo and cuminatioo by the Commissloacr of the Oc:ncnl Laod Office, lbc AllorDcy Ocncn1. the Clovcmor, or the rqwucotatiYC of any of them. 
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(B) ORJ LLINC RECORO : Writtm 90tioe o( all opcndoru on dili leue aha1J be 11Ubm.iucd IO &be Commlssioocr o( &be Gcncnl I.ADCI Office by l...csscc or opcn1« five (S) cla:y1 before 
~ dl&c, WOflc<Mr, re-couy, tcmponry ~CDC or plus IOd ~ o( ony well or wdls. Such wriuca DOtlcc IO the Gcncnl Land Office &hall locllldc copica of lwlroed 
Oama,laioD forms (or ippliClldoa to drill. Coplca o( wdJ tata, oompldloo rq,ocu IOd pluaging rcporu sb.aJI be supplied co the Gcncnl I.ADCI OfDcc III lhc time Ibey n filed wllh the Ta.as 
~ Commlsslon. l...csscc .twl supply the Gcnc:nJ Land OO'icc with 111y rooords. manoranda, -,nu., rq,orlJ, cuuings ond cores. or olhcr IA!ormallon rcllll.ivc IO lhc opcnlioo of lhc 
· ~bed pn:miJa, wbk.h may be rcqucstcd by tbc Gcncnl Land omcc. In addition to t1-c herd.a c:xprculy provided ror. Lessee aha1J haw all elccuical and/or l'lldloecuvity IUrVC)' 

aade oa tltc boro-bolc IOCtlon. Crom tltc base o( the 1U1UCC casl.n& to the total dcpdl o( well, o( 1111 weU. drilled oa the aboYC described pranlJca ond &ball trmJmi1 a tnic copy or lbc toa of each 

.-vcy oa cach well 10 tbc Gcncnl Land Offtoc wlthln fiftccu (IS) ~ alter tbc ma.ldq o( uld ~ · 

(Q PENAL TI ES: Leuoc lbaU Incur a penalty wbcoevct reporu. documcnu or olhcr materials wc DOt filed In lbc Ocncnl Land Offioc wtica due. The penalty ror lalC fililla &hall be act 
"1 die Ococnl I.And Offioc edailiwcrllllw Nie which la dToctiw oa lbc dMc what tbc materials were clue In die Ocncnl I.And Office. 

7. RETAINED ACR£.ACE: Nocwlthstaoding IQ)' proYiJioa or dili k:ue to the oocunry, atla II well producing or c:apeblc or producina oil or ps hu boca compld.od oa tbc leased 
pranlsca, Lc:uce shall cxcn:uc tbc dal!aa,oc o( a rc:uooably pnidc:ot opcntor Ill drilllna JUdl llddidocw well or wcllJ u may be rcuonably IKlCCISII)' (or lhc proper dcvdopmcnl of tbc leased 
pranlJCJ ond In martcting lbc proclualoo ~ 

(A) VERTICAL: In die ewnt dtlJ le.ue la In foroc ond dfoct rwo (2) yan alter tbc cxpira,tioa date o( tbc pnmM)' or cxlaldcd 1C11J1 ii aha1J thcll lermitwe u IO 1111 or the leased prcmiJa, 
EXCEPT (1) .0 acres IUTl'OIIIMWII cach oil well c.peblc of produdna la JJ9YU11 qumti11ca ond 320 aacs IUTl'OIIIMWII cada ps well capeblc or producin1 111 ~ quantltica (lodudin1 • mu,­
• oil or .. well u provided la Paraanpb 11 bcrool). or a well upoa wbidi Lc:uce is lhcn cnpied la COOl&lluow drilllna or rewor1ci.n& operations, or (2) die number of ICl'CI locludcd In a 
,n,dlldiic pooled unit punuaot to Nllllt'll R.caouroca Code Sccdons 52.ISI-Sl.lH, or (3) JUdl srwcr or leaser number or acres u may lhcn be alloc:8lcd ror proclualoa purJ>OIC' 10 a proration 
_. b' _. JUdl producing well uodcr the Nlca md rccuJatioas or the Railroad Commluioa or Tex.as, or any suoccssor agency, or other gowrnma11al authority haYUII Jllri.adl-c:cioa Within 
,0 .,.. "' . pmrtlal ICnl1inldoa o( th1J le.ue In accorda,noc wllh th1J IUbpwairspb md upoo ~cal o( die IIUllUIUB fillll& rec act by Gcncnl I.And omoc rulca In effect Ill die time o( tbc 
,..w ......._ Lcaee lbaU bsw the rip co obw.n a aafacc leue for lnJIUS IDd car- oa and aaoa die lcnlllnalcd poruoo ol tbc leased pranlJca u may be rcuonably -,. ror tbc 
......,.. opcndoa ol Che portioal ol tbc lcuc n:maln.lq lo roroc eod dToct. If Lcucc r.an. to lpply ror a U'faoc lc:uc ...;thla thc 90 day period apccUiod ~ Lcaoc may apply for a 
Mfaoe ie.c &om lbe LMid 00-.CC. but lbc Laod CommlJSloocr bai lbc cll.aceion ., snot or dal)' IUdl appllcatlon and to • die rec for auda surface lcuc. 

(B) HOR.IZONT AL: In tbc evai.t lhJJ lc:uc la In roroc and dl'oce IW'O (2) years after tbc cxplrltioa date oC lbc primary or cxtcndcd ICl1JI ii lhall flulhcr i.crminalc u IO 1111 dcpcbs bdow 
100 roct bdow die total dcpCb drilled (bcrcwJ\cr · dcc:pcr dcpduj In each well locacd oa acrcagc ra:aincd la l'ln.gnpb 7 (A) ~ unless oa or before IW'O (2) YQR alter tbc primary or 

• alcadcd 1cr111 Lcaee IMO" 111 mDOUDI equal IO oc,o.lw{ (l/2) oldie boom orip.ally p&ld u oocuidcntioo ror dw ka.,e (u lpCCi!icd oa pap I b.cRot). If auda emOU111 la p&ld, lhJJ le.ue shall 
lie In roroc eod ctroce as to auda dcq>cr dcpdu, IOd uld tcnnliudoo aha1J be dclayod ror III additiooal period cl rwo (2) yan md '° toaa thauJ\cr u oil or ps Is produocd In ~ quan.tidca 
ftom IUCb dcq>cr dcpdu oow:rcd by lhlJ kuc. 

(Q ID£NTIP1CATION AND FIUNC: The aurucc aaucc rcuin«I bcrcundcr u IO each wdl lhall, u ~y u pracdca1, be In lbc rorm of a r,quarc ,.;lb lhcwcll loc8lcd In die oca.~ 
~ or auda oCbcr lhapc u may be IIC)lll'OYcd by thc School Land OOllt'd. Within lhl1'Y (30) ~ a.flcr pettial lcrmWlloa or lhJJ lcuc u proviclcd bcrcin. Lc:uce aha1J CXOQllo and n,oord • 
...-or~ 0011bi111na • alllidaccory lcp dcaaiptloo oldie acreage md/or dcpcbs DOC rcuin«I bcrc:undcr. The rocordcd rckasc. or a ocrtified copy ol umc, lh.aJ.I be filed In thc Ocnc:ral 
1.-d Office, acoom.-i«t by Ibo 6liq rec prclCl'ibcd by lhe Ococnl Lmd OfDcc rulca In dT CIC( oo lbe dale lbe rcJcuc la filed. If Lcaoc Calla or rdusca to cxoa11o IOd n,oord such release or 
..-wkbla 9IDe(y (90) dayw mftcr bdq requclled IO do IO by Che Gcncnl t..-1 00'.'icc. lhca the Coaunlssloocr • hi, aolc cli.Jcrdioa may clcllpu by written wtrumcnt the aorcagc md/or 
.... IO be rdcued llcrcundcr eod n,oord IUcil lunimcnt Ill Lcaoc'a cxpcnrc In lbc OOUDty or OOllllllca wbcrc tbc k:ue Is IOClllcd eod In Che official records of the Gcncnl 1.ADC1 Office and 
_., cblparion llhal1 be bindillJ lll)Clll Lcucc for all purpoeca. If• aay time after lbe dToctiw dale a lbc partial lcrmWlloo provi.dOOJ bcroo( the applicable field Nle1 atc changed or the 
_. or wall locacd ~ wc Rduslf.iod 10 d1lt lea aorcagc la tbcreallcr allocacd to uld well or W'Clls ror production purpo,cs. this k:ue aball lbcmlpoo la1lllnalc u to all acm1&c DOt 

Ma&r ..uoc.tcid to uld wdJ or W'Clls ror production purJ)()ICI. 

1. OPPSrl' WELLS: If oil md/or ps abould be produced lo oommcrdal qumtitlca Crom a well loc:atcd oo land priVlldy owocd or oo Sale lmd lcucd at a lcacr royalty, wblch well la 
wtlWii - e-a-1 (1,000) f«ot o(lbc woa lodudcd lladn, or 'fWblda wdJ la lhlo.lq Ibo woe OCMrOd by chis lcue, lhc Lcucc abal1, wlthla abay (60) ~ at\cr auda Initial producdoo (rom 
....... well or Ibo well locmod wkbla - lboumd (1 ,000) roec &om Ibo woe ~ by tblJ lc:uc bc:pn lo cood Cakla md pcwccu1e dillp,dy the dril1lq ol III omet well oo Ibo area 
--11:1 ....... md ..eta oft'id well llhal1 be $'illod IO _.. dq,cb IS _,. be _., IO prc...:at tbc mduc lhluce o( die - oow:rcd by flw lcuc. IDd the Lcucc, mmagcr or driller 
.. - .a - --r i. a coocS r.m dfon ., Gab IUCb omcc well proci.- o{J aadlor- ps ba -..mcrdal qu.oetitica. OoJ.y "l'OII Ibo ~ ol tbc Commluloacr -' wllll b.la 
--.. ~ may Ibo ~ ol a oom.-,..cory royal11 .-idy tbc obllptloe IO drill ., 00..C well or wd1a requlrocl aodcr lhla ~ 

, . DRY 1101.L'C!SSATION OP PRODUCTlON DURING PIUMARY T£.RM: U', durina tbc primary ICl1JI bcrooC IOd prior to dl,coyay and producdoo or oil or ps oo Aid llod, 
1.-~ drill a dry laole or t,o&ca ~ or If cbi.nJ die pnmM)' 1cr111 bcrooC IDd after tbc diJCOYaY aad acwal production ol oil or ps Crom lhc lcucd pranlJca JUdl producdoo dicroof 
...,... - &cm my -. -.la loue llhal1 DOC lcralllUllc If oo or bc!OR Che cxplndoo ol ,bay (60) dayw Crom dMc ol oomplcdoa ol Aid dry 1io1c or OCUlllloo ol production Lcucc eon,- additloul dril1lq or ~ opcnciou ~ or IMO" or tcndcn Che IIClCl lllllual oday rcatal In tbc - 11L111Dcr u provided • flw lcuc. U: cbi.nJ the lul ya, ol tbc 
priiury 1cn11 or wiitsln ~ (60) -,.. prior IIMRc.o, a dry liolc be completed eod abendoaod, or Che production ol oil or ps llbc,Qld case for -, -. Lc:acc'a richts shall rmwn In full foroc 
md d[CIC( wi1boul fur1bcr opcrariona ail Ibo cxplndoo ol tbc primary 1cr111; eod I{ Lcaee hu IIOt ramiod produc:doa lo ~ qumtitica Ill tbc cxpintloo ol tbc primaly 1er111, Leuoc may 
..... tb1J laac by ooaclecriq additioul dril1lq or ~ opcrariona l)lnUld IO J'lnlJ1ll)b 10, uiq tbc cxpintloa o( tbc primary la1II IS tbc dllc o( CCISlltioo ol productioa uodcr 
......,.. 10. 5boald Ibo lint well or my~ wdl drilled oo tbc lbow dcacribcd I.and be oomplcu,d u a abut-ID oil or ps wdl within Ibo pnmM)' 1a:m i.crcoc Lc:ucc may -
~ ot tl,e -.i ,-. i. tbc w - • pnMdcd locrda oo or bd'orc Ibo ,_. ~ dlllc "'1owiaa Ibo cxplndoo ol alxzy (60) dayw &om tbc dMc o( oompktloo ol IUcil ahut-Cn oil 
• ,- well md lll)Clll tie &aw.. IO ~ auda .,.,.-. tblJ laac ..it lpeo &do -...... J! Ill tbc cxplndoo ol Ibo primary 1crm or my time lbcrea&r a lhut-lD oil or ps wdl la locad oo 
tbc 1.-.d ....,._ l)9;)'mcllD ~ be m.8de la eccordlDoc wldl tbc ID.~-Gl provisions bcn,o{. 

It. CUSA TION, DRJU.INO, AND llEWOIUCINCt IC. r4w Che cxplndoo ol Ibo pnmM)' term., producdoo ol oil or ,- &om Che lcuod pnml-. mftcr oaoc obainod, llbc,Qld oeuc 
... Ill)'-. 6u ... -0 DOC ..... 1(1- COIIIIIIIIICCI adcfitioul dril1lq or~ opcndoaa widiJ.n ~ (60) dayw after auda ocmlbl, IOd th1J laac lbalJ rmwn la (1111 

.,_ _. .«ec1 b ao loq • ..eta opendoaa ~ • cood Cal_cb IDd ID ~ ....,_. widMiul ~ toeal.iq men dllll ,bay (60) dayl. If audl drilllq or rcwnrtdnc 

.....--- ,-It la tbc prodacdoo ol oil or .-. tbc lcue lbaU rcmaia lo full force eod droct for ao loai u oil or ps la produced &om tbc lcucd prem.bcs la ~ qumtitica or ~ ol 
...._ oG or,- wdl ro,wtla or .,.,.._ ol oompa,llllory royal Ila II m..oe IS provided bcrdll or u provided by law. If tbc drilllna or rcwnrtdnc opcndons rcswt In tbc oompldioa ol a well 
• a dry liiole, tbc laac wil1 DOC lermlaal.c If tbc 1.-00111111cnoca additiooal drilllna or rcwnrtdnc opcndoas wlthln abay (60) dayw Iller tbc complcd,oo ol tbc well u a dry bole. eod th1J lcaJe 
-a ,_.. ID dfoct ao loq u i.- OODWIDCI drQ1lq or ~ opcndoas lo cood fulb IDd ID a wor1cm&llb IILIIIDcr wldloul lnlen'llpdou tota1lng 1110R Chm ,bay (60) dayl. Lc:ucc 
llhal1 pw wria.ca 90tioe to the Ocacnl Lmd Offloc wltlw1 tb1ey (30) day, ol 111Y ~ ol produc:tio,D. 

IL sm.JT-IN ROY ALTI!S: F• ~ o(tbl, .,.-.,raph. -_u· IIICMJ IIIY well tblll ba, bocn aa!pcd . well ·-bcr by the ltJII.CI llUIC)' haviqjwudlcdoo - tbc produaioa of oil 
eod IPL ff• my time ml\ar tbc cqilndoa ol tbc pctm.-y 1crm o( a lcue lhlll.. mtil bdq tlwt In. w bcina 1111JnfJUllN1 la roroc eod dfoa, a wdl capable ol produdna oil or ps In ~ 
..-,ddet II locacd oa the lcaod pnml-. but oil or Pl la DOC bdq produced for laclc o( 11111.able produc:1ion Cidlitica CIC' laclc ol • aulUlblc m.td, d,,ca Lc:uce ~ pq u a &but-ID oil or ps 
,oyalcy • mDOIIIII equal IO doable Ibo mual rcatal pnMdcd la die lcuc, but aot lcaa Ihm S 1,200 a. ya, for clCb well ~c ol produdq oil or ps In ~ qu.alllitics. To bo dfoctivc, 
.ct, laklal ..,. ... oil or pa royalcy •- be paid oo • bdorc: (1) die e:q,lntloo o( Ibo pri,u,y iam. (2) 60 dayw atla die ~ ccua to produce oO or pa Crom tbc lcuod prcmlac:a, or (3) 
60 dayw aftclr 1.- oompldel a drQ1lq or rcwcctlq opcndoa lo eocordmoc wldi tbc leue provi.lioa.s; wblcbever du II llllat. If die c ut-ID oil or ps royalty b paid, die lc:uc ahap be 
«-lldcnd IO be a prodldq laac md Ibo .,.,.._ llhal1 ~ Che 1cr111 o( lbe leue (or a period o( OM ya, &om lbe end o( Ibo primary tcna, or from lbe finl day o( tbc mocub rollowlA& Ille 
..ooeli i. wt.Id, productioa ccuod, aad, after lhlll.. U' -.o adtllblc produc:doa Cidlitla or .ait.ablo lllllflc.cc (or Cho oO or pa c:xiJ1&, Lcucc may CXlmd lbe leue for four more ouoocalw periods or 
- <•>,_.by P9)'iaa die aemc m>OUDl C8Cb ,_. Oil or beforo lhc cxpindoo or cad! mut-lD ya,. 

11. COMPENSATORY ROYALnf.S: IC, cbi.nJ die period the lcue la lcqic In dToct by ~au o(Cho 11:nrt-ui oU or ps royalty, oO or ps la aold and dcllva'cd In paying qumtitles 
&om a wdl locacd ...;thin -thouuod ( 1,000) Cod o(tbc lcucd prcmues lOd oompldcd In thc U1J1e producin1 l'CJct'VOlr, or In my cue ill wbldl dral.n-cc ls OOCW'TUl&, lbc rlaht to oontlouc co 
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.....wa Ille kuc by ~ tbe abut~ Ot1 or ps royal()' shall ocasc., but lhe lease shall rcmam dT-.ve for the rcmau,dc:,- of the ycv for which the royalty bu bcai paid. The Lcuce may 
a.ol.nuila Ille lcaJO for four more ruoccssiYe yan by Lc:uoe paytn& COCDpc:o.salOry royalty at the royalty rile provided In lhc lease o( the marlcel value of produc:don from lhe wdJ causing the 
nuce « wblc:h Is complcc.cd ill lhe aame produclca ruavoir aod withi.o ooe lhousaod (l,000) fed of tbe lcucd premises. The oompcnwory royalty Is IO be paid monthly 1.o the 
Commwiooa- bcp,IIWII oo « bdor-c the lul ~ o( the mootb following tbc mootb In which tbc otl or ps Is produocd from tbc well causing tbc cnlnage or !hat Is completed In the ume 
~ rc:acr'YOU' aod located within ooe cbou.saod (1 ,000) fed o( tbc leucd prcmisca; if the compaisalOly royalty paid In any 12-<llOOlh period Is ill an amouot lea than the annual abut-In 
oil« pa royal()', Leucc mall ~ • amount equal IO tbc diJTCfCOCC withi.o thltty (30) da)'I from the cod of tbc 12-ffloatb period; aod noac of these provisions will relieve Lcsscc of the 
obllpdoa ~ RUIIUlble dcvdopmcot DOr the oblipdoa 1.o c1nU olisd wcllJ u provided lo N.R.C. Scclioo Sl.O~; bowevcr, It lhe dctcrmlnalioa of tbc Commlssloaa, Ind witb the 
Cmualssiona'a wriUcll appcvvaJ., the pll)'IDCOI of oompc:iuatory royalti~ aha.II aatisfy tbc obllpooo IO drill olucl wdls Compensatory royally paymcnta which arc DOI u.mely paid will ICa\le 
pc:ull)' IOd Ulla'clt lo acoordmcc with~ s oflhls lease. 

ll, £XTF.NS IO : IC, It tbe ~ of lhe pnnury 1a111 of !his lease, produc:don o( Ot1 « au bu DOl bcai obumcd oo tbc leased premises but dnlliq opentioas arc being c:ooducted 
~ la good wtb aod la • good md wori::manhl.c auMCr, u:ace may, oo or bcfor-c lhc cxpu,,doo of the primary leml, file lo the GcncraJ L..md Office writteo applicatioo 1.o the 
Commlssiooc:r o( the Ocncn1 Land Office for • thltty (30) ~ c:x1aUioo of !his lease, 110C001parued by peymcnt of Thrcc Thou.sud Dollan (SJ,000.00) if !his lease coven six bwidrcd forty 
(640) aau « less aod Six Thousmd Oollan (S6,000.00) if !his lease coven mor-c lhan six hundred forty (640) acres and the Commlssiooc:r llwl, lo wnUog. cx.tcod !his lase for a thirty (30) 
~ period from and aft.a lhc cxpiratioa of the pnnury tam and ao toaa thcruJ\a' u oil or ps is produced 10 payioa quantiues; provided furtha, !hat l..cuec may, ao long u IUCb drilling 
opcratioas arc bdoa oooduc:tcd make like applicatioo and JIIQ'IDCDI dunq any thirty (30) day cxlcndcd period for an additional c,ncnsioo of tWrty (30) days and, upoo receipt of IUCb 
a,ppliQtloo and payment, the Caomwioocr lb.all, in wntlng. aplo CX1COd !his lease IO th.a ume lhall rc:maln lo force for- such lldditiooal thirty (30) ~ pcnod and 10 loag tbc:rea1\cr u oil or 
au Is produocd la ~ quantities; prov(dcd.. bowevcr, th.a diu kuc ahalJ DOI be cxtcodcd for more lhan • total of lhrcc hundred ninety (390) da)'I from and after the c:xptn.doo of the 
primary la1II Wllca produc:don lo ~ quMUU~ bu bcai obtained 

14. USE OF' WA'l"ER; SURFACE: Lcs.- lhall have the right 10 Ille Wala produocd on wd land acccssary for opcnooas bcrcu.oda aod aoldy upoo the leased premises; provided, 
i.o-ver. Leucc aba1I DOt uc potable - or wala' IUicable for li~ « lrriptioo purpolCI for W&lc:r Oood opcntloru wilhout tbe prior wri1tco OOIUall of Leasor. Subject 1.o ii.a oblig:ati.oo 
to pay Mfacc cbm.acu, Lcaoc lb.all have tbe riibt 1.o Ille '° mllCb o( tbe IUrfacc o( tbe llod that may be reuoa.ably DCCCaar)' for drillin1 and opcnring wdlJ and lnDJporti.aa and man:diag 
tbc produc:don lhcrcfrom, IUCb llSC IO be cooduClled uod« ooodltioas o( lcut 11\iury 10 the sumce o{ lhe t.od. Lcucc lhall pay sumce cbmagcs la an amount Id by lhc Gcoeral Land Office 
foe tcbcdule wbJch I.a dfoctivc oa the date wbcn tbc IIC:tivltY rcqwrin1 the paymcot of surface damqcs oocun. 

IS. POLLtrnON: lo ckvdopioa !his ara. Lcuce lb.all Ille the blabc- dcarcc of W"C aod all ptOpa" ..Ccl\W'da 1.o prevail pollution. Without limilio& the fon:goioa, pollutioo of eoutaJ 
WClWMb, natural W&laW1l)"I, mu'l lllld impouti,dod wala' llull be prevcnlcd by the ue of cootalnmcnt Cacillti~ sufficient 1.o prevent lpillagc, 1«p1ge or pound water coatamlnatlOll. lo tbe 
CYCDt o( pollution. Lcaoc aha1J II.IC all meau at ill diJPQAl IO rocapture all elQj)Cd b.ydrocatboos or odlcr pollutaol and shall be l"C$pODSible for all cbmagc IO public and private properties. 

(A) UPLANDS: Les.- ahalJ build and malotain (coca around ill slush, IWllp, and cnlnagc pill and tank batteries IO u IO protcc:t livestodc aplost loa, damage or lajwy; aod upoa 
compldioo or abandonmCIII o( my wdJ « wdJs, Lesacc ahalJ fill aod levd all slush pita and edlan and comple1dy dean up the drilllog slce of all Nbbub tbcrcoo. 

{B) SUBMERGED LANDS: No dixbarge of llOlid wutc or prb&cc abalJ be allowed into SUie watcn Crom aoy drilling or ,uppon YCSSdJ, produccioo plalfonn. crew or supply boa!, 
'*P, jldc-up ria or other cqu/pmcat localed on the lcuod erca. Solid wu:1e aba1I lodudo but aball DOl bo limited 1.o contal.ocn, oquipmcot, NbblJb. plutic, glua. aod ~ other man-made 
~c h.cms. A si111 mua be duplayod lo • blah traffic ll'ca on all YCISdJ and manned platforms IWing. ·DiJdlltge o( ~ aolld waste or prbqo Into Stale Wiien Crom YCSSCls 
« pt.dorms Is llrlcdy prolu'bllcd and may subject a Swo of Texas lcue 1.o forfdtw-c. • Such awcmcnt abalJ bo la lettering of at least I" In a.lr.e. 

(q IUVERS: To the c:xleOI AOCCSSary IO prevent pollutioo, the provisions found in sublcc:tiona {a) aod {b) of !his paragr9l)b llu1I abo apply 1.o riven aod rivabcds. 

(0) n.NAL TV1 Failun, IO comply wilh the roquln:mcnta of lhu provision may result In the maximum penal\)' allowed by law iocludlna forfdturc of lhc lease. Lcucc aha1J be liable'°' 
Ilic ci-aca CIWcd by sucb Cailun, IOd my com and c:xpaucs incurred lo dcaolng areas afTcctcd by lhe duchargcd waste. 

16. W!NTIFlCA TION MA.R.KERS: Lcuce mall erect. • a clisuaclC aot ID acccd twa,ty-6YC (lS) fed from each wdl on tbe prcmi,ca OOYercd by lhia lease, a kp'ble sign on wblch 
..a be lbllod tbc-o(tbc opcnlOr, the leuo dcsip.adoo IOd tbe wdl aumbcr. Where two or more wd.l.a on the aame kuc or wbcrc wdls on two or more leuca wo CODllCC(od IO the ume 
mlr: 1-ay, wbdba-by Individual flow lme coooccdom dlrcct IO tbc tank or limb or by uc o( a mwtiple bcada- l)'llml. each IJoc ~ each well aod such tank« bcada- ahall be lcgl"bly 
ldma&d • all times. eltbcr by a firmly aittacbcd tac or plalc or ao klcotificwdoo property paim.od 001 IUC.b 1Joc at• dlstanco aot IO exceed thn,e (3) feet from sod, tank« header coo.ooctioo. 
Wei q111. tap. plala or Olbcr klcotific8doa mncn lbalJ be maiAtaiDcd la a lcp'ble ooadltioo lhrouaboul tbe 1am of !his lcuc. 

17. ASSIGNMENTS: Tbc leuo ~ be tnrns!and at • Y lime.. All lnmf'cn mUlt rcfCfCOCC the lcuc by the file number and must be rcoordcd la the couol)' wbcrc lhc area Is locau:d, and 
.. rcoordcd .....Cer or • copy outificd to by tbe CGlauy Oedc o( the OOIID(y wt.en, tbc lnlDSfer I.a rccordcd ml&Jt be filed la tbe Ocncn1 L.and Office withi.o ~ (90) da)'I of lhe cxccutloo 
..._ • provided by H.R.C.. Soc:doo Sl.026, 110C001paaiccl by the 61lng C. p,acn'bod by tbc Ococn1 Land Office rv.lcs la df cct on lbc dMe ol ~ by tbe Ocncn1 Land Office of such 
...Cer or ccr1ifiod copy lbcrooC. Ew:ry tnrns!cn,e lhaJI ,ucccc,d ID all right, aod be aubjcct ID all obliptioaa, liabilities, and pc:ultics owed to the Stale by the original 1csscc or any prior 
lnD.deroe ol tbe b.ac, lncl\ldiq my liMlilltia ID !be - Cor ,mpeld royaltica. 

II. llLEASlS: 1-~ rdcue the ricbts pmtcd bcmmder to tbe Sal.C at tllY tlmo by rocordlng tbe rckuc la tbe ocxmty wbcrc !his area I.a &itualed aod fillo& the rcoordcd release or 
ocrtiflcd copy o( - la Ibo General t-s Office wilhlA amc()' (90) da)'I alla- lcs cuc:udoD aooomi-lcd by the flllng (cc pracn'bod by the Oc:ncnJ Land Office rulea la dfed on tbc date of 
rapt by tbc Ocncnl uad Office~ IUcb rdcuo or ocrtiflcd copy lbcrooC. s.ac:h rdcue will llOt haw die dfed ol rdculq Leucc &om my lia.bllil)' tbcmnfor-c aca\lCd la f.avor of the Stmc. 

IJ. UEN: la~ 1rida HJLC. Scclioo Sl.136, lbc &au lhaJI ILlvc a finl liaa ll(lOD all oil md p1 produood from the area cowrod by th.I.a lcuc 10 ICCUl'C pl;)'IIIClll o( all mipeld 
~ md Olbcr 11111U o(-,. Iba! ~ bocome cklO mdcr Cb.la lcuc. o., eocqitaoce oC lhia kuc, l..cacc sr-u tbc Stale, la lldditioo to the lico provided by NJLC. Sccuoo Sl.136 IOd ~ 
~ ~ ._,. lica, • apl'CU CODll"8CtWll lico OD IOd eoc:urity lala'clt UI all lcucd miDcnls la aod CXlnlCCCd from the lcucd prcml-. all proooods wbidl may accrue IO l.a.aoc 
.... 6c Ilk o( -- leuod m1Derw, wbcdia- auda procc,odl WO bdd by l..cacc or by • lhlrd I*\)'. IOd all fixiurca Oil IOd Ullj)l'OYCIIICDII to the lcuod pRIDUQ IIICd in ooo.occdoo with lhc 
pn,d,,c,doa or prooealaa ol lUC:h leuod aiDcn1a la order to -.n tbc pcymcn1 ol all royaltiea or other amouou due or IO booome cklO under tb1a lcuc aod 1.o -.n ~cot ol ~ dama,c. or 
loA Iba! 1-~ autfer by rcuoo ol Lcuce'a breach o( my - or oooditioo o( !his kuc, wbdba cxprcsa or impllcd. This lien and accurity inlc:rCII ~ be forcdosod witb or 
wllbooil court prococdlng, la the mmDa' provided la the Tltle I , Chlpt.c:r 9 ol the T cxu Dusi.ocu and Commcroc Code. Leucc lll"OCS th.a the Commlssloaa ~ rc,qulre Lcucc IO c:xccuce 
md rooord IUC:h iallnancnll • ~ be rcuooably acccaery to edcnowlod&c. acacb « perfect thb Uca. l..cacc bcrcby fC!llUCDII th.a there arc no prior- or ,upc,rior- Ucn, arising from and 
reladac to .._,, ecdvitica upoo tbc aboYo-dc.cribod propeny or &om Lcuoe'a ecqulsitloo ol lhls 1-. Should the Ccmmlsdonc:r at any dine dclcnnlnc that tb.l.a rq,,uenoooo Is no< lrUe, 

tbat tbc Commlssioncr may dcdarc th.I.a lease forfeited u provided ba'do. 

10. FORnlTUllE: If Leucc aha1J Ca1J or rduac IO mab the pcymcnt o( ~ aum wilhla thltty (30) da)'I a1\cr II booomoa due, or I( Lcuce °' an authoriJ,ed agcn.l ahoold knowlo&IY malce 
my Ca1,c, muni or Ca1,c rq,ort COIICCnllng producdoo or drillloa. or If 1-ahall Cail or refuse IO drill my o!hct wcU or wdlJ in good faith u rc,quirod by law aod the rules and regulations 
adopc.od by lhc Commlulooer o( die Ocncn1 Land Office, or If Lcaoc abould Call IO file rq>ortJ la the manner rcquirc,d by law or CalJ IO comply with rules aod reculalloas promulptcd by tbe 
Ocncnl Land Office, tbe School Land Boen!, or the Ralltoed c.omintu10D, or mil.IC the proper autboril)' acccu IO lhe records pcmloing 1.o opc:ratloo.s. or It Lesacc or ci aulhori.zlcd agent 
lbou1d 1cnowlaclY Call or rcfll.lC IO giYC come:( laformadoo 1.o the ptOpa' outhoritY, or koowlngly Call or rd'UIC to fwulsb lhe Gcoeral Land Office a comc:( log of ao:J wdl, or If Lessoo ahaU 
lcaiowklgiy ~ •Y ol the autcria.l provisloas ol !his lease, or If !his lease Is usipod aad the usipmcnt ls aot filed In tbe Oc:ncnJ L.and Office u rc,quirod by law, tbe rights 9Cqllircd UDdcr 
ala lcMe lbal1 be IUbjcct to forfcllln by lbc Commlssloacr, IOd lie lhall forfeit ume wbc:o lllfficlcntly Informed of the C.CU which authorize a forfeitlll'C, aod wbc:o forfdlcd the area lbalJ 
apla be IUbjcct IO lcuc to tbe lll&bcat bidder, w:ider the woe regvladoas coauoUJoa the original ulo of lcuca. I iow.:va-. DOtblng bcn:in ahall be COIIJUUCd u waiving lhc autacn&llc 
-..ludoo o( th.I.a kuc by opcntloa o( law « by rcuoo of any spc,cial llmltalioo arising bawndc:r. F'orfciturcs may be act uldc aod !his lcuc aod all rigbta tbcreunda- rdnstalod bcfor-c the 
ripa o( mochel" la.lC:rVCDC "!>OD ud.aCactory mdcocc ID the Commbdooa of lhc Ocncnl Land 00:-Kie of future compliance with th.e provWoas or tbc law and o( th.I.a lcuc aod the rulu aod 
rept.ioa.. lhM ~ bo edopted rdatlve horc:co. 
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ll. RlV£JUIED TRACTS: ID chc eYCfll dua kue ooYcr'I a rivat,od, Lcuee Is bereby 1poc:lrically sranccd lhc nalll of ClllUIOlC doawo and coodcmNIO,;ia as l)l'VY!dod for III N.R.C 
"'CtiOIU Sl.09l·Sl .09l, u • p1111 of die cocu,dcndoo movia1 eo 1...es,or for lhc oovawic. bcrdn made by Lcaoc:. 

1l. APPLI BU: LAWS ANO ORJLLlNC ll£STRJCTION : lbis lcuc aball be aubjcc:t Co all rulca and rccutltiOIU, and 1mClldmc:oc. thcrcco, promulp!Cd by lhc Commluiooa- of 
lbc Oc:ocnl Lmd Office go,,anu11 cwlllang and produdn1 opcnd01U on Pcnnaoait Free School Laod IJ)CIClflCally lndudanc aoy rulca prornulp!Cd tllal rclale '° plans of opcnticm, ~cot or 
royaldca, end audiclq proccdurcs, end aball be aubj«t IO a.II ocher valid IWUtca, rulca, rccutlCJOIU, ordcn Mid onhnaocea du,& may aJToc:1 opcndOIU Wider the provlsioos o( this lcuc. Without 
limlclq die sa,c:nlil)' of lhc fottgoina. Lc:sscc hc:ttby agrcca, by die IIOCq)tMICc o( this lcaJC, IO bo bound by and subjCCI IO all lWIIIOf)' and rcgulalory provislOIU rclatlna 10 lbc OcncnJ Land 
Off',ec'111Udic bOUq notice Mid audit bariop procedures. Said provlsioos arc CWTCOtly fOIIDd III JI Texas Actmlllulnovc Code, Oi.lptcr • . and Texas Nallnl ~ Code Soc:tlOlll Sl.lJS 
IOd Sl.137 tbroup n 1•0. Ill chc cwnt thls lease covcn ltod fnoc:hlJcd or leased or odiawlJc IUCd by • u vlp1100 duuict or by the Ualccd Stllcl for the purpoN of uvlpdon or ocher 
putpOfO lnc:ldcnt to the opcntioo or• port, dicn Lcucc aball oot be cndtlcd Co cntcr or poacu Alda land without prior approval u provided under Soc:tloo 61 117 of the Tex.as W11.a Code, but 
Lcaec Iha.II be cnddcd IO dc:Yclop ..ch l#ld for ool Mid ps by dlrcctloot.l cwilllna: provided, bowcvcr, thal DO surf- drilling loc:atJoo may bo nearer tha.n 660 focc and spc,clal pcnnlulon from 
the Commluloncr o( chc GcocnJ Land Office ls nocc:ua,y IO make aoy IIUrf'ICC loc:ltioa ocarcr !ban 2, 160 fcc:t measured III nabt 1111glca from chc IICal'Clt bulldicad lane or from die nearest 

*edged botcom cdao of aoy charuKI, alap, or tumlna baslo wtilcb lw bcc:o auchonud by the Ullitcd States u • fcdcnl projca for future --ion, "'1ucbevo- ls ocarcr 

U . REMOVAL OF £QU1J'MF..Nr1 Upoo the ICmtinadoo o( this IC&JC for aoy cause., Lcaoc: aball not. la any event. be pcnnltccd Co remove the casinc or any pen o( the cqulpmCDI from 
my produc:IJl1, dry, or tbendoncd wdl or -11s without the writtc:o COOJCOt or die CommlsaiOIICI' of the Oc:ocnl Laod Office or Ills auchonud rcprc1CO!Mlvc, 11or lhall i-. without die 
wriucn OOll.kDI or a&ld Commlss!OIICI' or h1s authori.ud rqn1C11tativc remove from lhc leased pmnucs die caslnc or any odicr cqwpmcnt, matcnal, macbln.cry, appl11110C:1 or~ ow,ic,d 
"1 Lcaeo and IUCd by Lc:sscc in die dc:Yclopmc:nt and productioo of ofl or p.s dic:ttfrom unul all dry or abandooed wells have bcca plu&aed and until all alu:sb or rcfUJC J)IU have bcc:o properly 
11:ned Ind all ~en or ducarded lumba', macblnay, or ddxiJ lhalJ have bcca removed Crom tbc praDIJa to the AttJf'ac:tion or tho a&ld O>lnmlsalOIICI' or his .. tborized rqnsc:ooow: 

lA. FORCE MA.1£UR£: Should Leace be prevmccd from oomplyln1 with aoy exprea or Implied covenant of this lease, from oonduc:tuia dnlh111 opcntlonJ ~ or from produan1 
oil mdlor a- Cbcrwom, at\er dfort m.dc ln rood Calth, by rcasoa o(-, rdlcllioo, riots. ltnlca, [ll'CI, ecu of God or aoy order, rule or rcgulalloa of aovcrnmaual authoril)', thca wbilo ro 
p!'C¥IIIMd. i.-'1 oWpdoo to comply with ouch - lhall be IWpCDdcd upoa proper and utuf8dory proof paaucd IO the Commwloacr o( tho 0cacnJ Land Ofik.e la 1Upport o[ 

i.-'1 oootauloa and Lc:sscc lhalJ not bo liable for cbmaics for Cailure Co comply tberewidi (cxcq,1 la the cwn1 o( lease opcn(iom IWpCDdcd II provided ID lhc rules aod rccutadoaa 
.topted by lbc School L-1 Bowel): and th!J lcuc ahall be cnc:odod wtillc and '° Ion& u Lcs,ce Is prevented, by 111y Alda c:aux, from dnlll111, rewondnc opcntlOOJ or produc:lna oil and/or 
p1 Crom lbc leucd prcmlscs; provided, bowcw:r, Iha! oothlllg bctdll'lhall be OOC1SU\ICd to ,wpcnd the~= of rc:otalJ dunn1 the primary or c:xtcodod tam, nor Co abrid&e Lc:sscc'1 right Co• 
IUpCIISioo under aoy -.,plic:.blc ltllllllC of lh1I SlalC. 

1S. UASlt Sl:CUIUTV; Leace lhall lak:e the blabcat dcgroc o( l*l> IOd all proper af cpll'ds IO protea uld prcmiJca and IO prevml theft of oil, gas. Ind other hydroc:lrbonl produced 
!tom ald lcue. Thu lndudca, but Is DOC limitod IO, tbe lnAt.llldon o( all oeocaary equipment, aeala, loc:b, or other ~Ille protoctivc dcvlca oa « It all lCCCSI poillc. 111.JM lcuu 
produaloo. pdlc:ruia md IIOnC• l)'llanl wbcrc did\ ofhydroc:a,1,om can occur. l..alcc lhalJ be liable for the lou of aoy bydroc:lrboal l'Cllllclq Crom tbd\ and lha!J P"Y lbc S\alt of Tex.as 
royalda ~ u provided hcrdn on all oil, ~ or other ~di OQlbons Iott by rcasoa of lhd\ • 

U.. llt.DUCTION OF PA VMENTS: If, duriaa tbe primary 1Cn11.. • pordon oldie bod oow:rod by this lcuc Is lndudcd wltlun the houadmia of• pooled uah tllal lau boca tpprOV'Od by 
6e Sdiool Lmd Bo.rd ID eccordlDoe with N1tunl Raourca Code 8o(;uoo.J Sl.lSl·Sl.Ul, or IC. Ill any lime after the cq>irllioa oC the pnmary ICrm or lbc cxlaldcd lerm, chis lc:ue covcn a 
..... -- o{ acrca lbm the toeaJ IIIIOUllt dcacn'bod hc:rdn, peymc:nC. di.II WC made 00 l per IICn bub hcrcund« shall bo roduood aocordiJs& IO die llUDlbcr of acrca pooled, rdeuod, 
w.c•den,d, or ~ ~ IO M peymc»IS ddcrm.lnod oo • per ac:tt bub -SC:.. tbe ICrml of this 1cuc duriq die prima,y ICrm llwl be ~ bucd upoa the llumba' ol aau 
CIIIIJide Ibo bomdlric:e o{ a pooled unit, or, If al\cr die cxplrltlon o{ lbc primary lcml, cbc 11m1ba' of acrca IIClllally rdaillcd and oow:rod by this lcue. 

17. S'UC'C!SSORS AND ASSICN : Tbc ooveunc... condidOIU end ...-nc:nc. coal:linod hcrdn lhalJ extend IO and bo billdin1 upoa Ibo bcira. cxeculOl'I, admlnblnlon. _.. or 
u,lps o( Leace bcrcill.. 

U. Al'fflQUTn:t:S COO£: ID the CYClll u aa,y (~ o( wc:booloeic:al ot blJtorical 111.IO'ell Is CIICOUllla'ed duriq lbc ICtivula 111tborim1 by chis kuc., 1-will Rll!llodlald)' ocaso 
KCMdel -S ..m bnocS_,. ~ tbc Ga,c,ra1 Lmd Office llld tbc TCDI lll,coriQI c-mlmoa ao di.II adcqual.c m-~ be IIDdcrt-= to protcc:t or l'CICCMI' ouch duoovaic:I or 
&.clap. as IIIJPl'OIINIIID 1.-II~ pl8Cod oa DOtlcc oltbo Hadoul Jll,corlQJ Praavlllioa Ad. o{ 1966 ~ . IO S-. 91S; 16 U.S.CA. •10). 1-mall ooaiply wiila Che 
Allliqultict Code ol Tau, Olip,a' 191 , Nawnl Rclow'ccl Code, as am-iod. 

1'. V£NUE: LalOr -S leuN, 1-ducflll& leuoo'1 - -S pa. hc:rcoy ac,w di.II w:ouc for aoy dalpUIC ll'blq OUI o( • ~ o( chis 1cuc, wbclhcr cxprc:ss or lmpUod. 
rcpniaa lnl.crpl'C:Clld,o ol this lcuc, or rclatinc la • Y wry IO dw leue or IO -.,pl1c:ablc case law, llltUICI, or tdmltullrwtiw ndca, lhalJ be la • court ol oompdall jurild,alon loailcd ID Travb 
Colla()', SUic of T cxas. 

30. t.r..AS£ FTUNC: l'lnuant 10 Olapccr 9 o{ die Ta. 811.1. &: Com. Code., dliJ lcuc mllll be filed ol rcioord la die office oldie C-1)' Ocrlc ID -, COUii()' ID wb.lda all or aQY pst o{ the 
lcuod .-n!Ja Is loailcd, llld ocruficd copies lbcroo{ mllJI be filed la cbc 0c:ocnJ Lmd Ofilce Tbc prcac:n'bod fU141 fee shall -,peny die ccrul'icd copies amt IO Ibo 0c:ocnJ L-1 ()ffiQe. 
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l L £XEC\JTION: Thia oO and ps lusc mu.st be signed and lclcnowlcdgcd by the Lessee before it i~ filed of record in the county records and in the General Land Offiee of the State or 

Texas. 

LF.SSEE 

MONY WHEREOF, wilness the alpiature of the 

VED 

Euc 

-~ 
(CORPORATION ACKNOWLEDCMEm') 

COUNTV OF __________ _ 

BEFORB MB. tbc uodcnisncd aulbonty, oo lhb day ~y appat'cd·--------------------
D0¥111 IO me IO be the~ wbole D.IIDC IJ aubtcn'bod IO the f<nJOUII Wlnlmc:ot, AJ _________________ o.f 

------------------------------·and .claiowlcdpl to me that he c:xCCUICd the same 

OiYm under my band .ad IIC&l of office 1111, thc. ______ day ol _____________ _, 19 ____ _ 

Notary Publlo In and for. ____________ _ 

STAT&OF ___________ _ 
(IND MD UAL ACKNOWLEDGMENT) 

COUNTY OP __________ _ 

Before me, the uodcnisncd authority, oa 1111, day ~y appc:m-cd·-------------------~-
D0¥111 IO me to bo the pu-. wtio.e umcs on .. btcribod to die forcpna Ulllnlmeol, aod td:nowlccl&ed to me tlw they acculed the 

.. - (or the purpo9CI and ooudcnlloe lhcrdn a:prcued.. 

Oivca IIDdc:r my band and aca1 or olllcc dliJ tbe. ______ .day or _____________ _, 19 ____ _ 

Notary Publio In and for ____________ _ 

6 



eptember l 7, 1998 

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

Dear Mr. Lodge: 

Thank you for participating in the tate of Texas Oil and Gas Lease ale held on August 4, 1998. 
I am pleased lo inform you that the William Herbert Hunt Trust Estate was the high bidder on 
M GL. 0 . 1-36 whjch 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 
auention 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(8), which requires operators to submit written notice of all drilling, production, 
and related activities. When lessees fi le 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 urveys. 

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

incerely, 

Robert B. Hatter, Director 
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WHEREAS, pummll to the Texas NIIIUnl RaowtlCI Code 0iapca-s 32. 33, .51, llld Chapter .52, Sllbthapla) A-0 and II, (Aid Code bcioa bcmllal\cr referred IO u N.R.C.). llld IUbjoc:t ID aD 
rule, and rcauladoos promul .. cd by tbc Commlaloocr of the Gcocnl Land Office llld/or tbc School Lllld a-d pur.- lhcmo, Ind all Olha- 1PPUcable IWUla 8tld 8111cndmmu to ald 
N.R.C.. tbc followlna ..._ ll><Wic 

Ell OF SfJ4 OP t.:CTION 47, BLOCK 53, P DLJC IOOL LAND SURVEY, RUYES COlJm"Y, TEXAS, CONTAINlNC APPROXIMAT£.LV IO ACRES AS SHOWN ON 
TIIE OYFlClAL MAP OF REEVES COlJm"Y ON YILE IN TI!E TEXAS GENERAL LAND omcr.. AUSTIN, T£XAS, 

Wis. after bclna duly advatixd. o!Tcred for luso oo Ibo 4th day or Aucwt, 1m, 111 10:00 o'dodc a.m., by Ibo Commbliooer of tho Gcocnl Lllld Offico or !be Swo of Texas and tho Sdiool 
Laod DOOtd o(lho State o(Texas, for the JOle and only purpose or prupec:tin1 and drillina for, llld producln1 oil and/or ps tlw may be found md produced &om the above dacnl>cd .-ea; and 

WI LEREAS, aJlcr all bid, 111d remittance, which wcro received up to said time hive bocll duly oonsidcrcd by the Commis:sloocr of tho Gmcnl Land Office 111d the School und Bomd II a rcauJa, 
mecling lbmo{ in Ibo Qcncral Land Office, on tho 4th day o ( Au(UJt, 1998, bcrcinana- Ibo "dTcctivo dato" and i.t wa.t found and dclcnnlned that TITAN RESOURCES, I..P. wbQlo addrcss iJ 
5-00 W. T£XAS, SUIT£ 5-00, r.OOL.ANO, TX 79701 hid ofTc:rod the hlgbcs1 llld ~ bid for a lease of the area above de,cribod and iJ, thcrdcn, mtitled to rccciYC a lease thc:rcon: 

NOW, TI IER£FOR.B, I, o.ny Mwro, Commbslooer of tho Gcncnl Llmd Offico of tho Stale or Texas, bcmnal\tr ,omctimc, referred to u "Lessor," wboeo address ii AUSlin, Ta.as. by virtue or 
the .. thority ~ in me and ill oonsidcratioo o(the paymml by the bcrelnallcr dcslgnat.cd Lessee. the sum of PourTbouund Se,,nity £Jehl i nd ,WIOO Doll.I n (S4,071.-40), rcoc:ipi ofwhlcb 
iJ bcrcby aclcnowledaed and of tho royalties, covc:nants, stipulatiolu and ooodnioas cootalncd and bcrcby ~ to be paid, obecned aod performed by Lcucc, do b=by ~ anni. lease IOd 
let Wlto Ibo above mmdoocd bidder tbe exclusive rlabl to prGlpCCI for, prodlxc llld take oil llld/or pa Ctom tho aforcald area upon the following tams IOd cooditiOIII, to-wit 

I. RESERVATION: Th= iJ bcreby cx_cq,u,c! and rcscrYCd to Lc:uor the full UJO of tho property OOYa'Od bcreby llld all nahu with rcspccl to tho JWUCC llld JUblurfacc 1bcroo( for my and 
all putpoKS except thole anntcd and to the cxtmt bcrdo .,...,1ec1 to Lcucc, toaahcr wilh the rlpu of ina,ca llld ca,ca aod u,e of aid bods by Lc:uor llld iu mineral les,ea, for putpoKS or 
exploring for and produc:itig the m.iocnb which are IIOI covered, or wblcb may DOI bo OOYa'Od io tbe future, UDdcr tho tams o( lhu IQK, but v.hlcb may be localed wilhlll the -race bouodarics of 
!be leased area. All or tho rl&hts in and to tho !cued prcmbcs rcuiocd by 1-md all of tho rlabts in aod to the leucd prcmbcs P'llltcd to Lessee bcrcill shall bo c:xcrcucd ill llJcb a IDIMCI' thal 
neither shall uowly intcrfcro with the opcndons of the Olhcr. 

1. TI:RM: Sllbjcct IO lhe Olhcr provlsioos bacof, this lca,o shall bo for a term of Ovo ($) yes, from the dTcctJYC dale bcrco((baao called "pnmlr)' tcrm1 llld as Iona thawler u oil or ps 
iJ prockiced ID paying quanutics from said area. 

J . DELAY RENT~: Lf no well be c:ommcnced on the land bcrcby leased on or bdcn the lllmiva-,. date or this lease, this 1-shall 1crmi1111e u to bolb parties tmlcss the '--oo or 
bdoruald dale shall pay or lender to the Commis:slOOO' of tho GmcraJ Lllld ~ of the Slate ofTcx.a • Austin, Tex.as, the sum of One OoUar (Sl.00). pu •en. v.iilcb ahalJ opento u rm.Ill 
and cover the privflcae or deferring lhe oommmcc:mcnt or a wdl (or twelve (12) moothJ from said dale. In lilce DWllla' llld upon like paymCIIIS or tcndcn the commcoccmcnt of a wdJ may be 
furthcrdcfcrrcd (or liko periods of tho same numbero(months succcuivdy durina the prima,y term bacof. 

4. PR OD CTION ROYAL TIES: Subjec:t to the provisions forroyalcy rewetlons Jet OUI ill su~ (I!) o(thiJ psaal'lpb 4, upon production of oil and/or ps, the Lcssce ~ IO.-Y 
or caUJO to be paid 10 Ibo Commiul er of the Gmcral Laod omc:c ill Austin, Texas, for tho u,o and benefit of the S111c of Tew, during the 1am hereof: ... 
• • • U.)° OIL: As a royalty on on, v.hlcb iJ defined u includiog all hydrocarbons produced in a liquid form II tho mouth of the well and aiJo all coodcnsato, distillate, and Olhcr llquld 
h;dr<!Flfboru rccovcrcd from oil or p.1 run lhrough a scpanlor or olhcr cquipmml, u bcrdnaJ\cr provided, 1.15 part o( the pw, productioo or the market value thereof; • the option of tho Lc:uor, 
..x:li' ..lta to be dc1crmined by I) tho hl&hest posted pioc, plus premium, if any, o!Tcred or paid for oil, condc:nAlo, distillaio, or Olha- liquid bydroca,bons, respoctivdy, o ( a lib cypo and p-avicy 
rn"lfte ~ ara v.bcre produced and when run, or 2) tho highest maricd price lhcrcof o!Tc:rod or paid ill the amc:nl area v.bcre producod aod v.1- run. or 3) the &l'OI' proceeda of tho Alo 
lb (, whlcbever iJ the grealCT. Lcssce lp-ccl that before any p.1 prockiced from tbe land b~by lcued II IOld, u.scd or processed III a plant, ii will be run free of COil IO Lessor lhrougb an 

~ and p.l lC'J*'IIOf of coovmtiooal cypo or other equipment II least as c:fficlCDI to the aid thal all liquid hydrocarbons n,covcnble from Iha ps by IUCh means will be recovaul. Upon 
'fljq!f oooscnt of Lessor, tho requirement that IUCh ps be run lhrouah IUCh a lqWlllor or other cquipmcn1 may be waived upon IIJcb tanu and COllditioos as prcscn"bed by Lessor. 

• • • ~ 0 -PR £DC : Ma royalty on any ps (Iocludina Oared ps). which iJ dcftned as all hydrocatbons and pscous JUbltaoccs DO( dcfUICd u oil ill JU~ (A} above, 
'from any wc:11 on aid land (cxcepc u provided bcrao wub rcspcc1 ID ps proceascd ill a plant for the cxtndMJII of p1ohDC, Uqwd bydrocarl,c,cu or olhcr producu) 1/$ p111 of the grou 

'oo or tho aw\.d value thereof, 11 lhe option of the Lcuor, IUCh valuo to be bucd oo Ibo hi~ aw\.ct pic:c i-id or offered for p, or compaBblo qual1cy ill the amcral wca wbc:re 
, ff} and wbcll run, or tho groa price paid or olTcred to the producc:r, "'hlcbcvcr ii p-ca&cr provided thal the mu.lmum pr-.e buc la mcasuno1 tho ps under this lcaJO oootnet shall DOI Ill 

to0y ll.na a..:....J l4 .~j ....,... • .i. .,._. ........ ~ .......i..ie, ..nd .he lllilDd.i,,:I buc lmlpenNre shall be lix1y (60) dcsn,cs Fahrcnb..t, ~ to be made for pr-.e ~I tn Bo)'lc's !Aw, and 
fi IC ~vhy aocordut& to ICSI made by the Balaoc:c Method or by the mOII approved mdhod or tcsllnl bans used by the ~ 11 the lime of teslllll-

• ······ . . 
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(q PROCESSED CAS: Ma royally oo any gas processed u, a psohnc plant or other plant for tho rcco,,cry o( guolme or otbcr hqwd hydrocatbons, 115 pan of the residue gu and 
the liquid bydrourl>ons cxtrKted or tho mulct value thtr'CO(, at the opllOO o( thc Lcuor All royaltJa clue herein ahall be based on one hundred pc:rccnl ( I 00- •) of the total plant production of 
residue gas attributable 10 1as produced from th1J lusc, and on fifty pcrccnt (S~) or that percent accnnng 10 ~ • ...,b,cbe\'ct •• the gTCAtcr, o( the total plant productJon of liquid 
hydrocarbons. attnbutablc to the gas produccd from tlu• lease, provided lhal 1f liquid bydrocarbonJ 11re rccovc:rcd from gu processed m a plant m "'luch Lessee (or 11s para,t, subsidiary or 
affiliate) own• an tnlCfUI, then tho pc:rccniage applicable to liquid bydroc:arbon• ahall be fifty pcrccnl (SO'.) or the higbCSI percent accnung lo a tlurd pany processing ps tbroo&h such plant 
undc.- a proccuu,g agreement ncaoclated at amu' length (or If then, iJ no tucb tlurd peny, lhc highest pcrual then bctng ,pccified ,n proccuu,g agrccmenls or coou-., in the induJUy). 
whichcwr iJ the greater The rcspectJvc royalliei on rulduc gu and oo liquid hydroc:arbon• &ball be determined by I) the hlgbeit market pnce paid or olTc:rcd (or any gas (or hqu1d 
hydrocarboc1J) of oomparable qualuy m the gmcral lll'C8 or 2) the Jl'OIS price paid or olTcrcd for such rcJlduo , .. (or lhc wdatued average grocs aclling price for the rcspe,ctive aradci of liquid 
hydrocarbons). whichever IJ the greater. In no event, ho,-c,,cr, shall the royalliei payable under thlJ paragnph be less than the royaltJei which would have been due bad the gu not been 
proocaccl 

(0) OTIIER PROO crs: Ma royally oo caroon black, sulphur or any otha producu produced or manufacturtd from ps (cxeq,ung IJqwd hydrocarbons) whether wd ps be 
"c:asingbcad, • "dry" or any other ps, by fl'8diooauna. burruna or any other proccU1ng. 115 pan of pou production of tucb producu, or thc marlct value lhcreof, al the op1100 of Leuor, tucb 
maricct value to be determined as follows; 

(1) On the baslJ of the hlgbes1 mulct pnce of each product, durin1 tho same -th ln wblch IUch product Is produced. or 
(2) On the baslJ of the average p,ia Ale pncc of each product for the Ame -th In ..tilch such productJ arc produced, ,-hichevcr iJ lhe IJUlcr 

(£) V AJUADLE ROY AL TY: (I) Subjccl to the other pnMJlOOJ of thlJ lease.. ii Is hereby provided lhal in the evc:nt production ln pmylng quantJties IJ eslablisbcd pursuant to lhc lcrmJ 
o( lhlJ lease and tucb production u brou&ht oo hnc and sales tha'CO( arc commc:nccd w,thJn ""ally-four (2~) moolbJ of lhc clTec:tivo dale bcroof, the royally rate provided haem shall be 
reduced to ll.75Y •• and aha.II apply to each subsequent well drilled and produced oo tho 1-S covered by tblJ lcuc. Provided lhat, 1( during such twen1y-four (24) moath term dWU1g which 
Lcssco may earn a reduccd royally rate of 11.75% u bcrdn provided, Lcssco abould drill In good faith and complctc the lint well a.s a dry bole oo the land covcrod by thlJ lc:asc, Lcucc may 
rccclvo a lhrce ()) month c:xtcrulon o( the term in which 10 earn a roduccd royally rate by 1Mn1 notice to the Commissioner o( the General Land Office. commencing drilling opcrll.iOOJ oo an 
additional well prior to the expiration of such throe()) month period and prosecuting dlllgently and In good Calth the dnlling of such additional well and completing same ,o lhal production in 
paying quantitlca I• established and ao lhal such production u broualll oo line and Alea thereof arc commenced prior to the cxpirat,oo or tucb lhrce ()) month extcnsloa period. 

(u') In the event production in payina quanlilica u catabliJhcd punuant IO lhc la'll1J of tblJ lcuc and such production u brought oa line and sales tbcroof arc ~aiccd al\a- tho 
cxpiratloo of twelll)'·four (1'4) moolbJ Crom lhc df ec:tivo date bcroor but prior IO lhc cxpiratioa orfony-ciabt (41) moolha Crom the dfec:tive date hereof. the royalty rate provided bcrcin &hall be 
rcducc,d to 19.375% and ahalJ apply to each 111bscqucnt well dnlled and produced oo the land covcnd by tblJ lc:asc. Provided lhat, if durin11Ucb twmly· four (2A) mootb tam dunn1 whlcb 
Lcssco may carn a Rduccd royally rate of 19.37SY ... bcrdA provided, Lcssco abou.ld drill in good faith and complete lhc lint well u a dry bole oa lhe land oava-cd by thb lease, Lcucc may 
rocclve a three (3) moolh extension of lhe term ln which to c&n1 a n:duced royally rate by IJVUII DOI.ice to the Commislloocr of tho General Land Office, commcnc:in1 drillia1 opcnlion, on ., 
additional well prior to lhc cxpiralloo or IUcb lhrcc (3) mootb period and pn!ICCUWII diliptly and lD good Caltb the drilltDa of IUcb additional well and complcting umo ao tbat productloo ln 
pmyina quantilica b cstabllsbcd and ao that JUCb productioa Is brought oa ltao and aales tbcroo( arc commcnccd prior to tho cxpirmoo of IUcb lhrcc (3) moalh CX1c:11Sioo period. 

(P) NO O KO CTI ON : Lcssco agrees that all royalties IICCl\lln1 to LcsMW under thu lease sball be witbout dcductloo for lhc ooa of producina. irmuportina. and otbcrwue maldq lhc 
on, p.s and olhcr producu produced bcrcundcr ready (or aale or use. 

(C) ROY AL TY lN KlND: Notwitbsu.nding anything c:oncained herein to the c:ontnwy, Lcuor may, al ill option, upoo DOI leu than 60 daya notice to Lcuce, require al any time or Crom 
limo to time lhal ~ent of all or any royaldei 1CCNlng to Les,or under tbu lease be made in lclnd without deduction for tho cost of producing, ptbcrina. IIOrina. s,cparatina. trcatlna. 
dcbydratlna. comprcssina. proccuing. in.nsportlng and othcrwl.o maldn1 tho oil. ps and olhcr producu produced bcmmdcr ready for Alo or use,. Lcuor'a right to talco lis royalty in lciod 
sball noc dlmlnlsb or ncpte Lcuor'1 rigbis or Lcssco'a obliptioru, wbc:tha- cxprua or implied, undcr thl• lease. 

(11) PLANT FU£L ANO RECYCLED CAS: No royall)' ahalJ bo peyable oa aay p.s u may reprcacnt lhlt lcuc'1 proportiooa1o ab.w-o of my f'ud UJCd to pn,ceu p.s produced 
bc:reundcr in any proccuing plant. Notwllhswidina anythin1 contained bc:rdn to the contrwy, Md subjc,ct to tho coa.sc:nt In writina of Ibo Comm.wloocr of the General LIIDd Office, Lcucc 
may rcc:yde p.s (or gu Iii\ purpolCS oa the lca.scd premises al\cr tho liquid bydroartboos CIOOtauicd in lhc ps have been rcmow,d, aod DO royaltica &hall be pqablo oa lhc ps IO rcc:ydod until 
such time a.s tho same may thcrcafu:r be produced md sold or UJCd by Lcsscc In such mmncr u to cntidc LcsMW to a royalty~ under the royal!)' provlsioo.J o(thlJ lc:asc. 

(f) MlNlMUM ROV AL TY: During any year al\cr the cxpiratioo of the primll)' term ofthlJ lease, iftblJ leak u lll&lllwncd by produc:uoo, lhc royalties pmd to Lcuor In DO evco1 shall 
be less than an amount equal to lhc total annual delay rmtal herein provided; othcrwbc, thcr,i abalJ be duo and peyal)lo oo or before the la.sl day of the moolh IIUCteCldlna lhc anotvua,y dale of 
lhiJ lease a sum equal to the total annual rmtal less the amount of royalties paid durina the prc,ccdin1 year. 

(J) MARClNAL PRODUCTION ROYALTY: Upoo Lcaco'a written appl.icatloo, lho School Land &.rd may reduce tho royalty rate act out In tblJ paragnpb and/or the minimum 
royalty act out i.n subparlarapb 4 (I) to extend lho ocooomic lifo of thlJ lease and cncouraao rooovcry of on or,.. lhal mlabt othc:rwiJc remain unn,covcrod. Any sucb royally reduction must 
coo!orm to the n:,quircmcnts o( any School Land Doard ldmln!J1ntivo rules oo tbu subject. Royalty may not be reducod below Ibo appllcablo IWUIOI')' minimum. 

5. ROY ALTY PAYMEl'(l'S ANO REPORTS: All royaltica noc lakai In ldod &hall ho paid to tho Commluloocr o(lhc Galcral Land Office ot Auain. Tew, ln Ibo followin.s manner. 
Paymcn.l of royal!)' oo production of oil and ps abalJ be u provided Lo the rules Id fonh In the T cw Rc&iJla'. Rules currcody provide lhat royal\)' oo oil u due and mut be rccclvcd in the 

General Land Office oo or before tho 5th day of the accood month IUCCCCldlna the month o( production, aod royal\)' oa ,.. b duo and mllll be rocdvod In lhc General Land Office oo or before 
the I 5th day of lhc aeoood -lb IUCCCCldln1 lhc mootb of produc:tloa. eccomp.nled by the amc1m1 of Ibo owoa, maoagcr or olher authoriu,d agent, completed In lhc Corm and manner 
prescribed by the Galcral Land OCkc and abowln1 lhc p'ON amount and clupolitioo o( all oil aod p1 produced and the IIWUC value or Ibo oil aod ps, toJdhcr with a copy o{ all doc:umcals, 
rcconls or rq>OfU confumlng the .,-ou producdoa, clupolidoo md matUt value inc:Judiq ps maer rcaduip. plpdioc rcec,pts, p.s line rocdpta and olhcr chccb or mCIDCX'Mlda o( amOUDI 

produced and put Lato plpcllncs. tanlcs, or poolJ and p.s llna or p.s JIOnge, and my ocher rcpo,11 or rcconls whlcb Ibo Galcral Land Office may require to vaify lhc IJ'OII productloo. 
dispcwiti~ -S marlcct value. lD all case, the 1ulhority o( a manascr or qcol to act for the Lcuco bcrdD mllSI bo filed Lo Ibo Galcral Land Ofiicc. Each royalty peymcat ahalJ be KCOms-iod 
by I ~Au.b, ICbcdule, summary or other rcmitl.lOCO advioo abowiJl1 by the aul,-1 General Land Offioo lc&M number the 1111ount of royally bdn1 peid oa each lease. I( Lcucc peya bu 
royall)' _O!I or before thlr\)' ()0) daya al\cr lhe royally peymcnt was due, tbca Lcuco owa a penally of 5% oa tho royalty or ru.oo, whl~ b s,utcr. A royally peymau wbicb ia '1Vtt thlr\)' 
(JO~~rli. a.ball accrue a penal!)' of 10,' oflhc royalty duo or ru.oo wbkhcvcr Is JPULcr. ID addilioa to a penalty, royalties abalJ -..vo ln1crca1 al a rate of 12% per ycs,r; IUcb lnlaal will 
be~& wbca the royally IJ dx1)' (60) days ova-duo. Affidavils and rupporti.o1 docwncnta which arc DOC filed when due abalJ l.ocur a penally in c amount act by lhc General Land 
Ofr,ce edminbtratlvc rule which u clTec:tivo oo lhc dalo when lhc affidavlis or supportlna docwncnls wcrc due. The Lcssco ahall bc.r all ,aponslbiU1y for pmylng or caw1n, royaltica to be 
paid a.s~ bcd by the due dato provided bcrdn. Payment of the dellnqucncy penalty ab&ll la DO way opcrato to prohibit tho Swo'a riglu of forfeiture as provided by law nor Id IO p<*pOOC 

the M 0i which royalties were origlnally due. The above penally provlJIOOJ shall noc apply In cases of tillc dlspute a.s to tho Swe'a portloa o( the royally or to !hat portion of lhc royally In 
dlsputc a.s 10 / air mlltlcct value • ...... 

6. ~A) Rtst:R YES, COl'fl"RA crs AND 011 I ER RECORD : LcsJcc ahall annually fwnbh tho Comnus.doocr of the Galcral Land Office wilh ils bCSI possi'ble estimate of oil and p.s 
rcscrvc, underlying lhu lease or allocable to thlJ lc.uo and &hall furobh aaid Comm.wloocr witb copies of all CIOOtraclJ Wider "'ilich ps ia sold or proceucd Md all lllbsoquc:nt asrecmcata and 
ama:u~-• to such COO[tlffl withlo thlr\)' (30) dayi al\cr entering into or malcin1 IUcb COOtnlCU, ~cnls or amc:ndma11s. Such CIOOtraclJ and agrccmails when rcccivcd by the Galcral 
Lm>8 WA lhall be he.Id la confidence by the Ocncral l..lod Otr1oe unless olhcrwuc autboriud by Lcsscc. All olhcr c:ontraclJ and rcconls paulnin1 to the producdoo, trmspllrtatioa. ale and 
marketing of Jhc oil and gu prodllcod oo aald panbcs.. incllMl.iJla Ibo hooll and accounta, rcec,pta and dJxharaes of all wells, tanla, pools. mctcn, and pipcliDca aha1l al all times be aubjccl to 
~ ir,: aaminatioa by the Commls.doocr of the Ocncral Land Office., the Al1omcy Ocncral, the Oovcrnor, or the rqnscnwivo o( any o( lhc:m. 
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(D) ORILLI C RECORDS: Wriuco DOOCC of all operations on thJJ lease &hall be 1Ubm1ucd ID the C-omm,uioncr of the Gcnc:r.J Laod Office by Lcsscc or opcntor five (5) days before 
spud dale, won.over, re<nuy, tcmpon,y t.bendoamc:nt or plug and ab&ndonmcnt of Ill)' well or wells Such wnuco oooce ID the Gc:oenJ Land Office &hall ioeludc coptcs of Railroad 
C,ommiulon fonns for lpl)licatioo to mill Coples of well tcsu, complcuoo reporu and pluuinc reporu &hall be supphcd ID the Gcncnl I.And Office II the ume they arc filed with the Tex.as 
Railroad C,ommouion l..essce &hall 1Upply the Gcncnl Land Office with any rcoords, mcmonoda, ICCOWll$, reporu. cutuop and c:oru. or other information rc~vc ID the opcrallon of the 
abo~bcd prcmos«, wtuch may be rcqucstcd by the Gcncnl Laod Office, 111 addiboo to those herein cxprusly provided for. l..essce &hall luovc III clcctncal and/or radloacbvtty •=ey 
made on the bore-bole led.ion, from the base or the surface CU111g ID the tDUl dcpllt of well, of all "'ells dnUed on the above dcsa'tbcd pranucs and ah&ll transmn a tntc c,opy of the toe or cxh 
survey on each well to the Gcnc:r.J I.And Office wilhlll fif\cco (IS) days af\c:r the malang o( 1&1d survey. 

(C) PENAL TIES: Lcsscc ahall lllCUr a penally wbalCYU' reporu, documcou or other maicnals - nOI filed lo the Gatc:r.J I.And OfTlcc "'bc:n due. Tbe penally for late litinc &hall be Id 
by the Gcnc:r.J Land Office admlllUUMlvc Nie "'hlch Is clTCCtlvc on the date wt.co the mau:nals ,.ere due III the Ococ:r.J Land Office 

7. R£T AlNED ACREAC£: NOIWltltsuodlllg any provision of thJJ lease 10 the cootnry, al\ct a well producuic or capeblc of produ,;to1 oil or ps bas bcai completed oo the luscd 
prcmlsu, L.csscc shall cxc:rdsc the diligcocc of a reasonably prudent opcntor in drilluia such addiliooal well or wells u may be rcuooably --,. for the proper dcw-lopmcnt of the leased 
pranlsa and III mancctlng the product,oo thc:rcoo 

(A) VERTI I..: In the c:vcot this lease Is iJI fon:e and ctTccc IWO (2) yan af\c:r the CXJ)U'lioo dl1C, of the prunlfY oc c:x'laldcd 1a111 n llh.all 11- IQ'llUftale u ID all of the leased pranlsc:a, 
EXCEPT ( I) •o acres surrouodin1 each oil well capable of producing io S)ll)'UII quanblles aod 320 acres IWTOWl<lula cacb p.s well capable or procluana in payuig quanllbes (locluduta • shut· 
io oil or p.s we.II u provided io Plncnpb 11 bcrcof), or a we.II upoo w11ich Lessee Is thcn cnpged III coo1111110W dnlh.oa oc l'C'WOl1ana opcradOOJ, or (2) the a.umber of ecrcs IIIGludcd io a 
producing pooled unit pursuant ID Nanni Raourccs Code Scctlons 52.151-52. 153, CC'()) such IJ"C&la or lesser number of ecrcs u may then be allocalCd for p,oduc:doo purposa ID a prorauoo 
unit for cach such producing well Wldcr the rules and rcgullllons of the Railroad C-omm1uloo of Tex.as, or any IUCCCSJOr agency, or other gow:mmc:ntal authority luoving JUllsdictloo Withut 
90 day, of• partial tc:rminllloo of this leasc in ~ with this au~ and upoo p11ymco1 of the minimum filios fee let by Gcncnl Land Office Nies io clfccc at the tune of the 
J*1lal tc:rmlnatioo. Lesscc shall have the rl&ht IO obu.lo • surface lease for ingress and cgrcu oo and aaoa the tc:rmlnated portioo of the leased prcmlscs u may be rcuooably ncccssaty for the 
cootinucd opcradoo of the ponions of the leasc rcmalnlng In force and ctTect. If Lcsscc fails ID apply for• surface lcasc withlo the 90 day period ,pcclfied above., Lcsscc may apply for• 
swfaoc lease from the I.And Offioo, but the Land C,ommlsslooc:r bu the discrcdoo to grant oc dcoy such application and ID let the fee for such IW'face lcuc. 

(B) IIOIUWNT AL: ln the c:vcot this lease Is lo force and ctTccc IWO (2) ycan af\c:r the cxpiratloo date of the primary or encoded term It shall runhc:r 1c:rmlna!c u ID all dcpllts below 
100 feet below the total dcpllt drilled (bcrclnaJ\cr ·dcq>c:r dcpllts") lo cacb well located oo acrcqc rctal.ocd In P1ncnpb 7 (A) above-. unlcu oo or before twO (2) ycan af\c:r the prim&,y or 
cxtcodcd tam Lesscc p11ys an amount equal to <JcH>obalf (112) of the boous origlo.ally paid u coo.sldcn.ti.oo for this lease (u spocifled oo paae I bcrcol). If such amowu b pejd, this lu.ie dial! 
be lo forge and clTOCI U ID such dcq>c:r depths. and aald tc:rmlnadoo shall be delayed for Ill additlooal period oflWO (2) ~ and IO loog thaul\c:r u oil or p.s "produced lo pll)'UII quantities 
from such dcq>c:r dcpllts covcrod by this lu.ie. 

(C) ll)F.NTlFICATlON AND FILlNC : The surface acruae rculocd hcrcundc:r u ID cach wdl shall, u ocarty u pnc:tlcal. be lo the fonn of & IQIW'C witb the wdl localCd lo the c:cott:r 
thcrco(, or such other ahape u may be approved by the School I.And Board. Withlo thlny (30) days af\c:r J*1lal tcnnloadoo of this lu.ie u provided bcni.o. Leuce ah&ll execute and rccord • 
rclc:ue or rclcuc:s cootaloloa a utlsfactory kpl dc:scripdoo of the acrcqc &tJIJ/or dcpllts not raalnod hcrcuodcr. Tbc rccordcd release, or • c:crtified copy or same., ah&ll be filed lo the Gcncnl 
Land Offioo, aocompmled by the filiog fee prc,cn'bcd by the Gcncnl Land Office rules lo clfccc oo the date the release 1J filed. If Leuce ran. or ~fllSCI to execute and record such rclcuc or 
rdea,cs wifh!n nlocty (90) days allcr bci.o& ~ ID do IO by the Gcncnl Land Offioo, tbco the Commlssloocr Ill his aolc dixn:doo may dcslpw.c by writlal illsuumcot the .craic a.o,d/or 
dq,chs ID be released bcrcundcr and rocord such UUUWDCllt II l..asce'1 cxpcnsc lo the COUllly Of eouoties wbcrc the lease ls loc:alcd and la the olild.aJ ~ or the Gcocn1 Land Office and 
IUCb deslputtioo ah&ll be biodi.oa upon Lcucc for all purpolCS. If II any time af\c:r the clToctive date of the J*1lal t.c:nnl.oatioo pn7YWOIIS bcn,o{, tbo applicable field rules are changed or the 
well or wd1.t localed thc:rcoo are rcclassi1ied ao thai lea acrugc Is thc:reall.cr allocalCd to said well or wells for produc:doo purpo,ea. this lease ah&ll tbcm,poo tam1natc u ID all aauge not 

thcrcal\cr allocalcd ID wd well or wells for production purposes.. 

a. OFf'S'ET WELLS: If oil f/Dd/or p.s abould be produced la commercial quantities Crom • well loc:alcd oo Imel privaldy owned or cm SWc land leased 111 • lcssa royalty, which well Is 
whhbt one tbou.saod (1,000) feet of the area lodudcd bcrclA, oc which wdl is dnuoloa the .,... covcrod by this lease, the Lcsscc ahall, withlo lixQ' (60) day, af\c:r IUCh ioltlal p,oduc:doo ~ 
d,o dnialq well Of Ibo wdJ loc:mled within 000 lhousmd (1,000) fOd ftom the area covcrod by this ~ bepa lo Sood faith and ~ diJi&caQy the driJ1Jq of UI ofuc:t wdJ OD the are& 

covcrod by dus lc:asc, and such offxt wdJ lh&lJ be drilled ID such dcpllt 15 may be ncccssaty ID prcva,t the IIOdue lhi.o.aac or the area CCM:n:d by this kuc. and the Lessee. man.aacr or drilk:r 
ah.all - all means occcssary io • Sood faltb clTon to ow.:c such otfsc:t wcU produce oil a.o,d/or ps la c:ommc:rdal quantities. Only upon the ~ of the Commlssloocr and wltb his 
wriuco ~ . may the paymcot o( • compcnsalory royally slllsfy the oblipdon ID drill aa ofiset well or wdlJ rcqwrcd under thls Pwagn,ph. 

, . ORY IIOLEICESSATlON OF PRODUCTION OU'IUNC PlllMARY TERM: If, dwina the prima,y tam bc:reo( and prior to dllCO\V)' and producdoo of oil or ps Oii said land. 
Lcucc should drill a dry bole or boles tbc:reon, or tr duri.o1 the primary tam bcreo( and af\c:r the dllCO\V)' and ac(ua) producdoo or oil or ps from the lcucd prcm.lscs IUCb p,oduc:doo tbcn:or 
should cease from aoy cause., dw lease ah.all not tcnnlnale If oo or before the c:xplntioo or sixty (60) days from dale of complcdoo o( said dry bole or CC&Plicm of production Lcsscc 
commences additlonal drilli.og or rcwondn& opcradOOJ lhcrcoo, CC' p11y1 oc tcodc:n the oc:xt 11111ual delay rcatal i.a the Ame man.ocr as provided In this lease. II, durio1 the 1ut yur of the 
prim&,y tam or wlthlo 1ixQ' (60) days prior thereto, • dry bole be oomplded and ~ or the produc:tloo of oil or p.s should ccaso for tflY QWC, Lcsscc'a rlsbu shall rcm&io lo full force 
llld clTccc without l\zrtbcr opcradoos 1111til the c:xplntioo of the prim&,y 1a111; and if Lcucc bas not resumed p,oduaioo In paylq quantitles III the c:xplralioo of the primll')' tam, Lcucc may 
mai.otalo dw lcase by oooducwi& additional drillioa or rcwor1d.oa opcradoos pursuant ID P1ns,apb I 0, usi.aa the expiration of the primary tam u tho dalo of CC&Plioo of p,oduc:doo uodc:r 
"-'lraplt IO. Should the fine wclJ or aoy 11.ibsequc:nt wdl drilled oo the above dcsoibcd lllld be completed u • abut-i.o oil or ps wdl wlthlo the primwy 1a11t bcnof, i-may resume 
P9)'lDCllt ol the moual rcntal lo d>o 11me manocr 15 provided bcrdn oo or before tho rental payuic date followloa the c:xpiralloo of alxty (60) days from the date or complctioo of ,uch shut..o oil 
or ps well llld upon lbc Mure ID malce audt paymcot, chis lease ahall Ipso~ tc:rmlnato. lfll the c:xpiralloo o(the primary tam or any time thcrcal\cr • abut-i.o oil or p.s well IJ located Oii 

the k.od prcmlaca paymc:nu may be made ~ accordance with the shut-lo provislOOJ h=ol'. 

10. Cl.SSA TlON, ORJUJNC, AND REWOIUCINC: If, after the c:xpiralloo or tho primary letm, production of oil or ps from the kasc,d prcmlxa. af\c:r oocc obcal.ocd. should ccaso 
rn. -, c:aa,e, this lease ahalJ DOt ICnl1mlllO lf 1..- commc:oca 9ddltiooal drilli.og or rewor1dn1 opcradooa withlo liX1)' (60) days af\c:r audt ocsacioa, md this I.cue ah&ll rcmaia io full 
r- md c:trccc for ao too1 as IUCh opcntlooa oooti.oue In aood Callh and lo wonanan1ike manocr withoul inlO'lllpdoos coc:alloa more than lixQ' (60) ~ If audt drilli.o1 "'reworido& 
opc:rmloan ault 111 lbc producdoo o( oil or ps, lbc lease ah&ll rcm&io lo full force md dl'ccc for ao loo& 15 0tl or p.s Is produced from the kascd pranba la payuig quantities or paym.cnt or 
llnl-. ~ .; ps wclJ royaltles or payment o( oompc:nsatOry royalties Is made u provided hcrd.o or as provided by t.w. If the drillio1 or rcwondn& opcndoo.s result io the complcdoo or• wdl 
as • UIW¥, the lcase will DOI lauull&le lf the 1-commc:oca odditiooal drilliog CC' reworldo1 opcnllooa withlo UQ' (60) days al\cr the complcdoo of the well U a dry bole, and this lcase 
aluol ..-lot, clTccc ao loo1 u 1..- coo.tlnucs dnlllng or rcworldna opcnlioos lo Sood faith md In • woncmwwo man.ocr wlthoul lala'nlptloos unfuig men thaa alxty (60) days Lcucc 
ah&ll fl~ wnuco notice ID tho Gcnc:r.J Land Office wlthl.o thley (30) days of any ccuadoo of p,oduaiOL . 

11. 9111"-lN ROY ALTIF.S: For purpo1a of thls parl&Tlpb, "well. means any wcU th.81 bas boas auiSJ>C(I • wdl number by the stale a,cocy luoVU1aJurudicdoo ow:r the p,oduc:doo or oil 
and Pit ~"' any time af\c:r the c:xpiralloo ol the prim-,. tcno of • lcuc Iha!, u.otil bci.oa abut la. wu bci.os mal.otained lo force and dl'ccc.. • wdl C81*)1e or produdac oil or ps III payuig 
quantities Is \pc:alcd oo the leaJcd pmolscs. but oil or p.s Is not bcula produced for bclt or aultable produc:tloo facillties or belt or • sultable mar1cct, 11- Lcucc may pay u • shut-lo oil or ps 
roy-'I! w Jttount equal to double the annual rental provided lo the kasc, but DOt lcu lhao S 1,200 a yur foc cadt well capable o( pn,cb:i.o1 oil or ps In payui1 quantities. To be ctrocdve, 
cacb !ftJtial a6ut-lo oil or ps royaln, mwt be paid oo or before: (I) the cxplntJoo of the primary tam, (2) 60 days af\c:r the Lcucc ceascs to produce oil or ps from the lcaJcd praolxa. or()) 
60 ~.JI.er t.a.- completes • drillioa or rewoitin, opcradoo ln .coordaocc with the kuc provlsloos; ~ date IJ latca. lf tho ,hut-lo oil or ps royally IJ paid, the lease ahalJ be 
~~ ~l_>c a produdoa lcuc ond the pll)'IDCOt shall CXklld the la1lt of tbc lcuc for a period of OOC )'Cl/II from the cod or tho primary tam, Of from the lint day or die mootb follovtuti tho 
moa-. walCII produc;tloo ClCaSOd, and, af\c:r Giit, If oo suitable produc;tloo facil ities or IU!tabl~ matht for tbc 0t1 or p.s cxbu, Lwcc may cxtcod tho lcae for four more IIIOCCSSivc periods of 
ooc ( 1) year~ payloa the wne emount cadt ye;ar oo oc bcfcn tho c,q,lndoo o( each abut-ai ye. . ...... 

11. •coM1>F.NSATORY ROYALTIES: If, dwi.oa the period the lease Is lccpt io clfccc by payment of the abut-i.o oil or p.s royalty, oil or p.s Is ,old and dcUvcrcd io p11ylq quaoutles 
Crom • wcll loc:atcd within ooc thou.SMd {1,000) fccc of the lcucd pRmlaca and oompldcd lo the aaroc producioc reservoir, or lo a.oy cue la wblch chl.oage ls occurtios. lhc risbt ID continue to 
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maintain the lease by paying the ahul·in o,I « gu royalty ahall ccuc, but the lease ah&ll rcmau, efTcctJve for the rcmamder of the yCM for which the royalty hu bcc:o pa,d The Lasce may 
maintain the lcuc for four morc successive years by l..cJSCC paying compcnsalOfY royalty III the royalty ra1e provtdcd m the lcuc of the marl.ct value or producuoa from the "'ell causlna the 
drainage « wtuch is complclcd ,n the same produang =r and within one lhouAnd (1,000) fed of the leased premises. The eompcnsa!Of)' royalty II to be pa,d monthly to the 
Commissioner beginning on or before the last day of the month following the month in wluch the 011 or gu II produced from the well caus,ng the c!rauutte or that II completed in the same 
producing rescrvotr and located within one thousand ( 1,000) feel of the leased pn:mlSCS; ,r the compcnsal()()' royalty p&1d m any 12-month pcnod 11 ,n III amount less than the IMual &hut-in 
oil or gu royally, l..cJ.Scc ahall pay an amoun1 equal to the difTc:rcncc withm thirty (30) days from lhe end of the 12-monlh pcnod, and none of these provuloru will relieve Lcucc of !he 
obliptlon or reasonable dcvclopmc:n1 nor the obhgatlon 10 dnll ofTSd v.ella u provided in N ILC Sccuon Sl.034, however, 11 the detcmunat100 or the Commiwoner, and with the 
Commissionds written approval, the payment or compensatory royalues ah&ll sausfy the obhgauon 10 dnll ofTKt "'ells Compcnsat()()' royalty payments "'h,ch are oot lllnely pa,d will accrue 
penalty and interest In accon:lancc with Pangrapb S of this lease. 

I J. &XTENSIONS: If, 111 the expiration of the primary term of this lease, productioo of oil or gu hu nOI been obtained on the lc&scd promlSCS but drilling operations are being conducted 
thereon In good fai th and In a good and workmanlike manner, Lessee may, on or before the expiration of the pnmary 1crm, file in the Gcncnl Land Office written application 10 the 
Commissioner or the Gcocnl Land Office for • thirty (30) day cxtc:nsion or this lease, accompanied by payment of Three Thousand Dollan (S3,000.00) ,r lhll lease coven aix hundred fo,ry 
(6<10) acru or less and Six ThouJalld Dollan (S6,000.00) If this lease oovcra more than "x hundred forty (6<10) IICTCS and the Commissioner ah&ll, in wnllllg. cxtcnd this lease for a thirty (JO) 
day period from and aller the c:xplratloa of the primary 1crm and so Iona thcrcal\er u 0tl or au 11 produced 10 paying quanuues, provtded funher, that Lessee may, ao 1001 u such dri lling 
operations are being conducted make hlce application and payment during any thirty (JO) day extended pcnod for an lddJtlon&l cxtc:rwon of llurty (30) daya and, upon rcc:c, p< of such 
application and payment, the Commissloner shall, In writing. again extend this lease so that same ahall rc:m1111 ,n force for IUch addiuonal thirty (30) day pcnod and so loog thcrcaller u oil or 
gu is produced In paying quantities: provided, however, that this lu.se shall oot be cxtcDded for more than a 1ou.l of three hundred ninety (390) daya Crom and aller lhe expiration of the 
primary term unlcu production In paying quantities hu been obtained. 

1.C. USE OP WATER; SURFACE: Lessee ah&ll have the right to use water produced on said land ncccssary for operations hereunder and solely upon lhe leased premises; provided, 
however, Lessee ah&ll oo< use pOtable water« water suitable for livestock or iniaation purposes for water flood opcrauons without lhe pnor wriuen oonscnt or Lessor. SubjCICI to iu obligation 
10 pay aurftcc damages, Lcsscc ah&ll have the right to usc so much or the surface of the land that may be rca.son.ably necessary for drilling and opc:rating wells and traDSpOrtin1 and marltc:ti.ng 
lhe production therefrom, such usc to be conducted under cx,oditlons of lcut lnjwy to the susfacc of the land. Lcsscc shall pay JWfacc damages io an amount SC1 by the General Land Office 
roe Jcbcdule which is effective on lhe date when the activity requiring lhe payment of susface damages occun • 

IS. POLLlJTION: In dc:vcloplng this area, Lcsscc ah&ll u.sc the blgbcst degree of care and all proper safcguardJ to prevent pollution. Without limlllJIS the forccoing. pollution of coutal 
wetlands, natural watc:rwsya, riven and impounded, water ah&ll be prevented by the use or containment facihties aufficicn1 to prevent apillagc, 1CCP1&e or around wot.er cx,otamlnatico. In the 
event of pollution, Lessee ahal.l use all means III its dispoal to recapture al l cacapcd hydrocarbons or other pollullllt and ah.all be rcspooslble for all damage to pubUc and privalc properties. 

{A) UPLAJI/DS: Lessee &hall build and maintain fences around its &lush, sump, and chinage pits and tank battencs so u to prolCICt lrvestock apinst loss, damage or lnjwy; and upon 
complc:tloo or abandonment of any well or wells, Lcsscc &hall fiU and level all &lush pits and ccllan and completely clean up lhe drillrng lite of all rubbish thcrcoo. 

(B) SUBMERGED LANDS: No discharge of solid wute or psbage &hall be allowed Into State Wilen Crom any drilling or support vcsscu, production platform. crew or supply boat, 
bvic. jaclc-up rig or other equipment located on the leased area. Solid waste &hall Include but ah&IJ not be lunitcd to cx,otaincn, equipment, rubbish, plastic, glass. and 111)' other man-made 
oon-bi.odcpwlable itanJ. A lip must be diJ:Pl~ed In a blgh !nlfJC mu on all YCSSCla and manned platforms IWi.ng. 0 Ducbatge of any aolid WIJlC or garbage Into Stale W111:n from YCSSCla 
or pi.tforms i1 llrictly prohibited and may subjccc a State of Tcxu lease to forfeiture..• Such 1tatcmen1 &hall be In lettering of III lcut t • In a!z.c. 

(q RJVERS: To the extent ncccssa,y to prevent pollulion, the provisions found in subsections {a) and (b) or this paragraph ah&ll also apply to riven and rivabcds. 

(D) PENAL TY: FaHW'C to comply with the rcqulrcments of thl1 provision may result In the maximum penalty allowed by law Including forfeiture of the lease. Lessee ahall be liable for 
the damages caused by such failW'C and any COstJ and cxpaues incurred in cleaning arcu aCfoctcd by the dudw-ged WIJI.C. 

16. COENnl'lCA TION MARKERS: Lcsscc &hall crcct., 111 a dlsunce OOI to c:xcecd twcoty-live (2S) feet Crom each well on the prcmiJCS COYa'cd by this lease, a legible lign on which 
lhalJ be awed the name of the opc:ntor, lhe lease designation and the ~ I number. Wbcro two or more wellJ on the same lu.se or whc:rc wcJlJ oo two or more leases .-o coonccted to the AIIIC 

tank beucry, whether by Individual Oow line COOJ>cClioru direct to the tank or tanb or by use of• multiple bc:adcr syatcm, each line bctwcco each well and such llllk or bc:adcr lhall be lcp'bly 
idcntilicd III al.I times, either by a firmly attached tag or plate or an identification properly painted on such line Ill a distance OOI to exceed three (3) feet from such tank or bc:adcr ooonectloa. 
Sald algns. tap, plates or other identification marlccn ah&ll be maintained in a lcp'ble cooditloo throughout the term or lhi1 lease. 

17. ASSlGNlli El'ITS: The lcuc may be tn1111fc:rrcd III any time. All tn1111fcn m\lJI reference the lu.se by the file number and m\lJI be rccordcd in the county where the area is located, and 
the rccordcd craru:J'cr « a oopy ocrtified to by the County Ocrlc of the county wbc:rc the transfer iJ rcc:ardcd m\lJI be filed in the Gcncnl Land Office witb.ln ninety (90) daya of the c:xccutloo 
date, u provided by N.R.C. Section 52.026, accompanied by the filing foe presaibcd by th.e Gcocnl Land Office rules In dTCICI on the dale or rccdp< by the General Land Office of such 
transfer« certified copy thereof. Evay trans!c:rcc ah&ll JllCCCCd to all rlgbu and be subjoct to all obligations, liabilities, and penalties owed to the Stale by the orialnal lc:acc or any prior 
tnnsl'c:rcc of the lcuc, lncludin1 111y liabilities to the ltal.c for unpaid roy&ltic:a. 

II. RELEASES: Leslee Ill.I)' relu.se lhc rlghu granted bcmllldcr to the S1111e II any time by recordln1 the release In the county wbc:rc this area iJ situated and Illini the recorded release or 
ocrtified copy o1 - in the General und Office within ninety (90) days allcr its c:x:cc:utioo accompanied by the filing foe presaibcd by the Gcncnl lAad Office rules In dTcct on the dale of 
rccdpt by the General Land Office of such rclu.se or certified copy thereof. Such release will not have the cffcct of releasing Lessee from 111y lia.bility tbcmnCorc acaucd In favor of the Sbtc. 

1'. LI EN: In accordance with N.R.C. Scc:tloo 52.136, lhe Swc shall haw a first lien upon all oO and ps produced from the area 00\'a'cd by this lu.se to ICCW'O ~ent of all unpaid 
roy&ll)' aod ocher 1UDU ofmoocy that may become due under this lease. Oy aocq,c:ancc of this !cue, Lessee gn,nts the Stale, in lddJtloo to the lien provided by N.R.C. Scc:tloa Sl.136 and my 
ocher ..,.,«cable IUtUtOC)' llCII., an express cooU'IIClual lien on and accwity inla'clt in all leased mlncnls in and c:xtnlaCd from the leased premises, all pwccds wbk.b may -,rue to Leslee 
from tbo aale of audl lcascd m.lncnlJ, whether such proceeds are bcld by Leslee or by a thltd pat1Y, and all 1ixtw-es on and improw:menlJ to the leased, prc:mlJCS used in conncc:tioa with Ibo ~ °£:! a oc 11ing of such leased minera1t In order to ICCW'C the ~c:nt of all royaltica or ()(!,er amounts due or to bcccme due under this leuc Md to ICCW'C ~c:nl of 111y damages « 
IOll •IW mey suffer by rcuon ol Lessee's brcac:b of 111y covc:nant or cooditloo oC this lease, wbd.bc:r c:x:prc:ss or implied. ThlJ lien and accurity l.ntercJt may be foreclosed with or 
witbt,ut-c&rt proccodlnp In the m.anner provided In the nue I, Oi-i,tcr 9 of the Tcxu Business and Commerce Code. Lessee agrcc:s that the Comm.!uioocr may rcquiro Lesscc to execute 
aod ~ p:b insuumcnts u may be ~)' ncccssa,y to acknowlcdic. 11.tadl or perfect this Ucn. Lessee hereby represents that there are no prior or ,upcrlor Uc:o.a llrisln1 from aod 
re~ to '-cc•, ac:tivitlc:a upon the ~bed pn,pcrty or from lesJcc'a acqullition oC this lu.se. Should the Commissioner III any time detcrmlno that this rcprcacntatioo is no( true, 
then ~ Commissioner may declare this lu.se forfeited as provided herein. 

10. °MltFEITUR.t: If Lesscc ah&ll (ail or refuse to malcc the payment of any aum witb.ln lhirt)' (30) daya allcr It bcoomes due, or if Lc:ucc o, 111 authorized agcnl &hould knowingly make 
an! M.i! return or Cal.ac report concerning production or drilllng. or if Lesscc ah.all Call or refuse to drill any offset wcU or weU. in good faith u rcqulrcd by law and the rules and regulal.lOGJ 
adQP.sql .h Jie Commissioner of the Gcncnl Land Office, or if Lessee abould fail to lite reports In the manner rcqulrcd by law or fail to oomply with rules and regulatloos promulgated by the 
acn.-iJ lad Office, the School Land 8ou-d, or the RAilroad Commisslon, or refuse the proper authority ICCCSI to the n,con1s pcrwning to opcndons, or if Lessee or an authorir.cd agent 
&houJcUmowlngly Cail or refuse to cive corffi:t lnformarloo to the proper authority, or knowingly fall or ~fuse to fwnisb tho Gcocnl Land Office a oomict log of any wdl, or if Lcsscc ahall 
~ violate any or the m11crlal provisions of this lease, or if this lease Is assigned and the assignment iJ not filed in the Oc:ncnl Land Office u rcqulrcd by law, the righu acqulrcd under 
ch!. lease at.JI be subjCICI to forfdturc by the Commissioner, and be ah&ll forfeit same when sufficiently Informed of the facts wblcb authorize a forfdture, and wbco forfeited lhe area ahall 
apid' &9 Aibjoct to lease to the blghest bidder, under the aame regulatioru controlling the original sale or lcasc:s. 1 lowcvcr, oothlng bcrcin ah&ll be QOQSU'llcd u waiving the automllle 
la'lfiHti.oV t r lhb lu.se by operation of law or by rcuon of any ,pc,clal limitation arising hereunder. Forfeitures may be 1ct aside and th11 lcuc and al.I rights thcrcundcr rclnsatcd before the 
riglita of 11t1«ber intcrvcnc upon aatisf iw:to,y evidence 10 the Commissloner of the Gcocnl Land Office of future compliance with the provia:ions of the law and oC this lcuc and e .nil Cl 
regulations that may be ldoptcd relative hereto. true an Q 
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. 1. RIVERDEO TRACT'S: In lhe event lhu lease coven a nvcrl>cd. Lessee IS bereby spccllically p-anlcd lhe n&h1 or cmUICtll doma,n and condcmnauon u provtded (Of 1n N R.C 
Sections Sl .092-Sl.091, a.s a pen oflhe cons,dcnuon mov,na 10 Lusor for lhe covcnanu herein made by LcsKc. 

l l. APPLI DL LAWS ANO ORJLLI 'C R£STIUCTION : This lcuc shall be subJCCI 10 all rules and n:gulauons. and amcndmenu lhcrdo, p«>mulptcd by lhe Cornmiuioncr of 
lhe Gc:nmil Land Office govcrnma dnlltng and p<Oduc,ng opcnoons on Permanent free School Land spc,c,lically mcluding any rules promulp1ed lhal re.late 10 plans or opcn.llons, payment or 
royalues, and audJllDg procedures. and ahall be subject 10 all oilier vahd ,tatutcs, rules, n:gulauons, ordcn and orduwic:a lhal may alTec:1 opcrauons u.ndcr the provwons or lhu lcuc. W11hou1 
limiting lhe genmility of the (~going. Lcsscc hereby agrees, by lhe acceptance or th1S lease. IO be bound by and subjec:I 10 all IW\ltory and regulatory prov,s,ons n:launa 10 the GcncnJ Land 
Offioo'• audit b1ll1og OOCJce and audit bcanogs procedures Said prov,s,ons arc C\UTCl'ltly round a1 l I Texas Admmumwve Code, Oiap1cr 4, and Tc:xu Nat~ Rcsourccs Code Sections S2.13S 
and 52. 137 through Sl.140 In the cvau this !use coven land franchised or leased or od1erwuc u.scd by a navtp11on dutna or by the Uruted Swea ror the purpok of uviptioo or odlcr 
pulllOle inc:ldcn1 IO lhe opcnlion oC a pan, Ihm Lcsscc shall - be enutled to mtcr Of possess JUCb land without pnor approval as provided under Sccuon 61 .117 of the Tau Waur Code., but 
t...csscc shall be entitled to dcvclOI) such land ror oil and gas by dittcuonal dnlhng; pnMdcd, bowcvcr, thM oo surCac:c dnlhn1 locauoo may be ocam than 660 feet and special pcrmUJioo Crom 
the Comml.uloncr or lhe Gc:nmil Land Office Is ncccssary io mu..e any sure- locatioo ocara- than 2,160 rccc mc.asurcd a1 n&ht an1les Crom the 11caru1 bulkhead lino or Crom lhc ocara1 

dredged bottom edge of any channel, ahp, or turnlna basin which bas bcco authonud by lhe Uolted Swes as a fcdcnl projcc:I for (ul\lle COI\JmlCtloo, wilichever IS ocarer 

13. REMOVAL OP £Q 1PJl1F.NT: Upoa the t.em11oarioo oflhla lease for any cawc, ~shall-. ia eny evau, be pcrm,ued 10 n:movc lhe CUUJI or any pan oflhe oqwpmcn1 Crom 
any producing. dry, or abandoned well or wells wilhoul lhe wntlcll consent of lhe Commissioner of the GcncnJ Land Office or his autboru.ed rcprescnlM!vc; oor shall Lcaec. wilhou1 tho 
written coo.sent of uid Commissioner or his authoriud representative n:movc from lhe leased pranucs the e&SUII or any oilier cqwpmmi. matenal, mlChi.ocry, applianca or property OWDcd 
by Leucc and u.scd by Lusco In the development and productioo of o,I or cu therefrom unul all dry or abandooed wells have bcco pluued and unul all &lwh or n:fuso ptlJ have bcco properly 
lilied and all bn>ltco or diJCAnlcd lumber, machlncry, or debris &hall have bceo mnoved Crom the praniscs 10 lhe utisfac:uoo oC lhe Aid Commissioner or bu aulhoru.cd n:prcscnUllvc. 

1.4. FORCE MAJ£URE: Should LcsJCC be pm,cntcd Crom comply!na With any express or Implied covenant of this lease, Crom conductina drill1n1 opc:n.uoos thcrwo., or ftom producu,1 
oO and/or cu therefrom, aJ\cr dTon made in aood faith, by IU.IOD of wv, rebcllloo, riots, llrika, fll'CS, acts o( Ood or any order, n1le or regulation of goYfflllllmtal authonty, theo while ao 
prcvcntod, Lcssc,c'a obllptloo io comply with such covenant ahaU be swpcndcd upon proper and utisfac1«y proof presented to the Commmloacr or the GcncraJ Land omoc In support or 
Lcssc,c'a contention and Lessee shall - be liable for damaaes for fallw-e IO comply therewith (cxc:q,1 In the event o( lease opcralions JUJpcndcd a.s proY1ded In the n,les and regulation, 
adopted by the School Land Board); and this lease &hall be extended while and ao loo& as Lcsscc Is prevented. by any audi cause, from dnllm&, n:wonaog opcnlioos or produclna oil and/or 
pi from !be lu.,cd prcmlscs; provided, bowcvcr, that oothing bcrcln-shall be COOJtNed IO IUJl)Clld the payment of rentals dunng the primary or extended term, nor IO abridge Lcsscc'a right IO I 

suspension under any applicable 1tatutc of this State. 

ll LEASE StCUJUTV: LcsJCC &hall take lhe highest degree of care and all proper ufcguanh IO pro(ec:t aald pn:mlsa and to prevent thd\ or o,I, g;as. and oilier bydrocart,onJ produced 
from aald lcue. This Includes, but is - limited to, the Installation of all occessa,y equipment. JCals, locks, or oilier appropriate protective dc-vioo, oo or al all acccu polnu al tho lcuc'a 
production, plbcrlng and •tonic &)'Items where then or bydrocatboos can occur. Lcssc,c shall be liable for lhe loss ot any bydrocarl>ooJ n:sultlng Crom then and lhall pay lhe Swc of Tau 
royalties th.crcon as provided bcrdn on all oil, p.1 or oilier bydrocatboos lea by n:.uoo of then. 

l&. REDUCTION OP PAVMF..NTS: If, dwing tho primary term, a ponioo of the land oovcrcd by this lease is Included willuo the boundanes oC a pooled urut tbal bas bcco approved by 
lhe School Land no.rd In accordanoo with Na.tuna! R.cJCJUtCa Code SCCliona Sl. lSI-Sl. lSl, or il, a.t any time aJ\cr the c:xpi,.iion or lhe primary t.em1 or die CXlendcd ICml, tbiJ lease coven a 
lcsaa- oumber of ac:rcs lb.Ml the loc:a1 amount dacribcd hcrdn. ~mu tbal an: m-ic oo • per acre basis bcrcundcr shall be reduced accordlna to tho number of IOU pooled. released, 
,urn:ndcrcd, or odlcrwlso aever'Cd, ao dUII paymcnlJ dctcrmlncd oo a per acre basis under the tcmu of tbiJ lease duriaa the primary 1em1 lhalJ be calcu.l.atcd bucd upoo the number of IOU 

outside die boundaries of a pooled unit. or, If al\er the expiration of lhe pri.ma,y ICml, the number of IOU a.c:cuaUy rctained and oovcrcd by this lease. 

17. SUCCESSORS ANO ASSlCN : The covenants, cooditiocu and agrcc:menu ooowacd bcrua shall extend to and be binchng upoo the ban, c:xec:ullln, adr:nlnutraton, succcaon or 
UJlgns o(Lcsscc herein. 

U.. ANTIQU1Tl.£S CODE: lo the evcot thM any feature or ..-cbooloalcal or lwtorical lntcres1 Is cncounla'ed ckuina the activities autboru.ed by this lease. Lcsscc will immodiatdy ecase 
ocdvitles oad will bnmcdla&d:y ootlly the Ocncral I.and Office oad lhc Tc:xas l fiJlorical Commlsaloo ao that adcqual.e meuurc:a may be WldataJ.a, 10 prol<ICC or roc>cMlr lUCh ~ or 
findiap, a.s appropriate. La,c,c Is cxpn:ssly placed oo ootlce of the Nadonal l llstorkal Prcaavation Ad oC 1966 ~. IO Statute 91S; 16 U.S.C.A. 470) LeSJcc shall CCIDply with tho 
Antiquities Code o( Tcw, Cbapur 191, NaNral Raouroos Code, as amended. 

lJ. V£NU£: Lcuor oad lcsscc, lnclud1a1 lc:ucc'a aucccuon and asailJU, hereby agree lb.II vmue {or my dupu1e arwng ou1 of a ptOYllloo of th.I.a lease. ,.11clha- CX:prc:111 or lmpllod. 
n:prding lntcrprcUtioo or this lease, or n:latina In any way to this lease or to applicable ease llw, Jtll\ltcJ., or admln.islnllve rules, ahall be In • court or oompdCDI jwisdlc:lioo located ia Tm,IJ 
County, Swe o{Tc:xas. 

JO. LEA.SI!: YfLlNC: Punuanl to Ouptcr 9 oflhc Tex. 8UJ. &. Com. Code.. this lease must be filed of record In lhe offioc o(lhc County Ocrl( ia my COWlty In wiucli all or any pen oClho 
leased prcmlsc:a is loc8lcd, and ccnified copies l.bcn,of must be filed In the Ocnaal Land Office. Tbc prescribed liliq fee shall accompany the catified copies 1a11 to the Ocna.i l..aod Office. 
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Clerks Off !Ce 



J I. EX ECUTION: ll11J 011 and ps lease must be 11p,ed and ICUIO"'tcdccd by tbc Lessee be fore 1111 filed ofru«d 1n lhc councy l'CICOf'ds and an the GcncnJ Land Office of the Slate of 
Tcxu 

T I TAN RESOURCES , L . P., By and Through Its 
Gener al Partner , TI TAN RESOURCES I , INC . 

ov,"~7 
Da n P . Colwell 

r lTLE:. __ __]VuJ~c~ei_..cPLcce~s~idwe~aut;.__:-~IAa~odlJ...._ 

OATE:. ___ ~S~e~p~te~m~b~e~r--=2~5~,___:_;19~9~8:...... __ 

I TESTI MONY WII EREOP, wil1cu the dcnanue of tbc Com 

Enc 

STATE OP __ T"-"E=X=A=S _____ _ (COR.PORATIO ACKNOWLEDGMENT') 

COUNTY OP_....1:1Mu..l .w.P&.LACllNwP"---- - --

DEFORE MB, the Wldcnlpied aulhoricy, 00 tblJ d.ty pcnooally appcan,d, __ D_A_N_P_._ c_o_L_WE_L_L __________ _ 

mow,, ID me ID be !he person whose n.ame iJ sublcn'bcd to tbe forceolna insuumcnt, u. __ V_ I C_E_P_R_E_S_I _D_EN_T_ -_ LA_ N_D ____ ___:of TIT AN RESOURCES I , I NC. , 

_C_e_ne_r_a_l_ P_a_r_t _n_e_r _o_r_ T_I_T_A_N_RE_S_O_U_R_C_E_S_, _L_. P_. ___________ aod ldcnowtcdrcd IO me lhat be executed the umc 

for the pwpoia 1nd consldentlon therein cx:presscd. in lhc capachy sated, and u the eel and deed of Aid corporulon. 

Givai\lnda-myhand and acal oromcctblJthe, _ __;2::s:....:t:.:..h:.__d.tyo( _ ___;;s..:;e.i;,p..:;t .;;;em;;.;;b;;;.,e;;;.,r ____ ~_--.4,f..__, 19 96) d,; ~ 
JtQQ~,oo,cJ~l()OC)~,oo,c~~ .._,~ --->-~~-~~~~-

STATE OP __________ _ 
(lNDlVlDUAL ACKNOWL£.DCM:£NT) 

COUNTY 0 11·-----------• .. . . . 
• • • Def en me, lhe uodc:nigncd •ulhorilY, oo tbls d.ty ~lly appeared, ___________________ _ .... 

1crlbfl ft> "" to be Ibo pcnoo, wbosc namca arc subacribcd to Ibo forccoina insuumez11, and aeblcr,.loclgcd to mo lhat lhcy executed !he 
umc {or Ibo purposes and coosidentloa lhcrdn c:x:prcucd 

•: • • Giveo \Inda- my band and acal of office this tbe. ______ d.ty of ____________ __, 19 ___ _ .... 
• ...... . . 

Noury Public ID and for ___________ _ .... . . 
•••• 

• ······ . . 
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Leaee Number k/Vol Page Entry County I Paruh ·rat 

TX299-389-162-000-00 595 316 002881 REEVES TX 

e se Name I State of Texas I · aee O.te I 08/04/98 

Legal Descr1ption 

E , ot SE/4 or Secuon • 1 Block l, Publl ch 1 Land urvey Reev.,e unLy r >< ••· or.ta1n1n9 apr,rox1""'t"ly a a rea na ano._'Tl 

on th., ot t !cl ,1 M.,p or Reeves County n t 1 l" in the Texas Genera. Utnd it 1 e Austin Texas 

r1,__9D.5 6 3 8 0 
PROSPECT TX299 - PARAGON INDIAN/ST/FED rf :: v ... 

-
r,yee • Account Number Amount 

State of Texas etuX 00 . oo 
General Land Office 
1700 N. Cong r ess Avenue 
Austin, TX 78701 

•••• /v( _,, ~ S<Jr,,1.1 ces LJ:> Ja1 . . . 
•• • . . . . 

Rl'v° ..-· t>eriod Beg . 08/04/1999 DELAY RENTAL ("l{EC"K N 100434 

• N. :~ .·· :i TO DEPOSITORY You have te('n d('BlgPated as deposit 1y tr the above des rlbec1 paymer,t Please red! tl"e proceeds 
• t , t1e parties named and in •he a urts 1nrl1 a•ed Sh uld any d1!!1 ulty of any nature arl8(', DO NOT RETURN our check, but 

, ,,.:,alt to the credit o! Lhe p.o1rty name! 1n , apec1al ac unt and adv1ae us as soon as possible for further 1nstruct1ons 

•• . . 
. . 

. . .. 
10043 4 



.... 
• • • .. .... . . ... 
.. .. 

• • • 

. . .. .. 
.. . . ... 



Check # 101246 /KI 
I 

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

TX299-389-162-000-00 08/04/1998 10/12/98 BK 595 PG 316 ENTRY 002881 TEXAS Reeves 

M 9961 1 

Property Name / Lessor 

Comm1SS1oner of the General Land Office of the State of Texas 

Property Legal Description 

E/2 of 5E/4 of SectJon 47, Block 53, Public School Land Survey, Reeves County, Texas, containing approximately 80 acres as shown on the Offioal Map of 
Reeves County on file 1n the Texas General Land Office, Austin, Texas 

jtlrl Gl095 
Payee Name & Address SSN/Tax Id Number 

Stale of Texas, actJng by and through the 
Comm1SS1oner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
Austin, TX 78701 Account Number 

Total Bank Charaes 
0.00 

Payment Period Payment Amount Bank Service Property Property 

Due Date (in monlhs) Description Due Charges Sub-Type Sub-Id 

08/a.17 zcrtm 12 Delay Rental 80.00 0.00 
-- .. .. .... . . 
/ j 0.00 0.00 

• ...... 
• • 

. ; I·• 0.00 0.00 
- . . . . 

: 1. / 0.00 0.00 . ... 
I I 0.00 0.00 

Instructions to depository: you have been designated as depo51tory 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 depo51t 1n a speoal account, and contact us 1mmed1dtel'N ~ 1 Q 12 4 6 



• • •• .... . . . . . .... 
. ······ . . .... . . . . . 

.. . . . . . . 



Check # 102579 
Property Id / MMS Eff. Date Recording Information . . • State County / Parish 

TX299· 389· l 62 ·000·00 08/04/1998 10/12/98 BK 595 PG 316 '1:l-kRY 00288' . 
. . .. 

Texas Reeves . . . • . . • • • 
M 996:?l 

. . . . . . . • 
~ • . . •• . 

Property Name / Lessor 

Comm1ss1oner of the General Land Office of the State of Texas 

Property Legal Descr iption 
E/2 or SE/4 of SectJon 47, Block 53, Public School Land Survey, Reeves County, Texas, containing approximately 80 acres as shown on the Offiaal Map of 
Reeves County on file 1n the Texas General Land Office, Austin, Texas 

y 9().00 
Pavee Name & Address SSN/ Tax Id Number 

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

12\~ 0.00 

LP 
Account Number 

furo r~L,L((?e._5 Total Bank Charges 
0 00 

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

08/04/2001 12 DELAY RENTAL 80.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 

I I 0.00 0.00 f)1~11 f"'lr0 -1 
v -:r.·v '"t J Ju .L 

I I 0.00 0.00 

-
Instructions to depos1tory: you have been designated as depos1tory for the above desa,bed payment(s). Please credit the proceeds thereof to the partJes 
named and 1n the amounts indicated. Should any difficulty anse, make the depostt 1n a special account, and contact us 1mmed1atN ~ 1 Q 2 5 7 9 



• • •• • • •• : : : . .: .:. . . . : : 
• 

••• • • • • • • 
FileNo. VJP0996..Z/ • 

7. 

By ~Ul'!t, Commissioner 



Check #9901483 
Property Id / MMS Eff. Date Recording Information. •. State County/ Parish 

TX2~9-3b9· 162·000·00 08/04/1998 10/12/98 BK 595 PG 316 ENTRY 002881 • • . . • " i-ei ~ Reeves • . 
M 9%21 

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

Property Name / Lessor 
Comm1ssloner of the General Land Office of the State of Texas 

Property Legal Description 

E/2 of SE/4 of Sectlon 47, Block 53, Public School Land Survey, Reeves County, Texas, containing approximately 80 acres as shown on the Offiaal Map of 
Reeves County on file In the Texas General Land Office, Austin, Texas 

02042307 

Payee Name & Address SSN/Tax Id Number 

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

I )' 
Account Number 

Total Bank Charaes 
0.00 

Payment Penod Payment Amount Bank Service Property Property 
Due Date (in mohlhs) Description Due Charges Sub-Type Sub-Id 

08/04/2002 \2 DELAY RENTAL 80.00 0.00 --
- l 

I I co 0.00 0.00 
' -

::: ' 

I I -, 0.00 0.00 
·-.; 

0 . 
,""I 

I I 0.00 0.00 ....,~ 

... ! (J (\ \ 

I I 0.00 0.00 )( /)V 
/ '-

Instructions to depository: you have been designated as depository for the above descnbed payment(s). Please credit the proceeds ~~ ~~ 
named and In the amounts Indicated. Should any difficulty anse, make the deposit in a speaal account, and contact us 1mmed1ately. ~ ~ U .l q O 3 
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