
) 

STATE LEASE MF099624 

CONTROL BASEFILE COUNTY 
--------- ------------ -----------------
04-19948 108617 REEVES /195 
04-19957 145685 REEVES / 195 
04-19966 144690 REEVES /195 

SURVEY PUBLIC SCHOOL LAND 
BLOCK 56 
TOWNSHIP 00 
SECTION/TRACT: 33 
PART 
ACRES 640.00 
DEPTH LIMITS NO 

LESSEE TITAN RESOURCES 
LEASE DATE Aug 04 1998 

Lea~e lt'~fJ ::::~:a)_ 
Maps: ~ 

PRIMARY TERM 5 yrs 
BONUS ( $) 32627.20 
RENTAL ( $) 1. 00 
ROYALTY 0.20000000 
VAR ROYALTY 



1 BID FORM 

2. OIL & GAS LEASE 

3 TRANSMITTAL LETTER 

CONTENTS OF FILE NO. M- Q .:1~6~4 

8-4-98 

8-4-98 

9-17-98 
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APPLl A T 
T ' l.D. fl 

(type/pnnt below) 

T 4, 1998 
Ml •A I DlD APPL( AT[ 

Texas General Land Office ED · CA--040(8-93) 

I agree, if awarded a lease on the referenced tract, to comply with all tem1s 
and conditions of said lease and with all applicable laws tJ1at so govern said 
lease, as tJ1ose laws may be amended 

TITAN RF OURCES, L.P. 

City MIDLAND State TX Zip 
7970 1 

(Include +4 Code) 

Telephone ( 91 ~ 498 8600 

Reeves Publtc chool Land 
County{ics) _____ _ Survey/Arca -----

56 3 3 (If Applicable) 640 
Section/Tract ---- Acres ----Blocktrsp. __ _ 

(1 f Applicable) 

.0 Cash Bonus Fnclosed (S) (typc:/prim amount bclo~) 

$32 627.20 

(13) Sales I ce A_t_ta_cl_1c_d--'-'(S.,_) _______ (1ypc:Jprin1 amount below) 

$489.41 
Thi Sales Fee is I • 1/2% of the cnsh bonus ns p, ovidcd in Section 32. 11 O or the 
Nn turnl Resour ces ode ns nmcndcd. 

APPL( ANT (same as above) B AM ' NT LY 
I ITAN RL· OURCI:. , l .P. Do Not include sn les rec) 

ffi32 , 627.20 
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~usHin, ~exa~ - - ·-

OIL AND GAS LUSE 
NO.M·9%U 

WHEREAS,~ 10 tho TCXM Nllllnl Raourcc:s Code Ou,plcn 32, 33, $1, llld 0i.apca $2_ SubclYplcn A·O and H. {said Code bcin& bcrdnal\cr rdcrrccl IO u N.R.C.). llld subjocl 10 aD 
rules ....t rqubdom promulpled by tho Commissioner o( tho Ocncnl I.Mid Office mdlot lbc Sdlool I.Mid Boen! puraim lhado, md all ocher lppllcable llatlltcs llld 11ncndmcnt1 IO Did 
NJLC., Ibo Collowina wca, IO-Wit 

S'tCTION 33, BLOCK 56, PUBLIC SCHOOL LAND SURVEY, Rl&VF.S COUNTY, TI:XAS, CONTAINING APPROXJMAT&LY 640 ACR.£S AS SHOWN ON Tin: OFFlClAL 
MAP OF RUYES COUNTY ON FILE IN TICE TEXAS GF.Nl.RAL LAND om CE, AUSTIN, TEXAS, 

w.., after beiQ& cll1!y adYcrtl,ecl, offcrecl for lease OD Ibo ,di day of Aupst, lffl, 81 10:00 o'clock a.m.. by the Ccmmlssioncr o(lhe Ocncnl Lmd Office of tbo Stuo of Texas llld the~ 
Lmd Boenl of ibo Stale ofTa:a, for the IOlo md oaly purpoec, or prOlpCClina 8Dd drilling for, llld produc:ul1 oil md/ot p, chit may bo found md producccl from Ibo aboYo lbcribocl wca; and 

WHDEAS, after aD blds md ranlnaooCI wbld, wen rooelved up IO ul<I limo haw bcca duly oamldcml by tho Commissioner ol tho Geocnl I.Mid Ofiioo llld tho School LIOd Dowd II a l'q\lla' 
mocdq ibonof In Ibo Ga,cnl Lmd Office, OD Ibo 4di clay of A..,..t, lffl, bcremal\or Ibo "clfec:dve dale" aad ii was found aad cldcrmioccl that TITAN RESOURCF.S, LP. wboeo addrca Is 
500 W. TD'.AS, SUITE 500, MIDLAND, TX 7910 I bad offctcd tbc blaf>cst aad best bid for a lcuc of tbc wca llboYc cic:,cnl>cd and iJ, tbcrcforc. cntidcd IO receive a 1ca,c ~ 

NOW, 1HEREFORI!, l. Giiiy Mluro, Commla,kww oldie Ocncnl Ulld Office or lhc Sta1c of Tew, bcrcinaJlt:r IOlllctimca referred 10 11 "Lmor," wbolo lddrcu is Austln, Tc:xas, by vil1IIC of 
Ibo mdioriCy YClliCd In me md In considcndOD o( Ibo Jll0'1DClll by Ibo bcrdnal\a' clcslpiatc,d 1..-, Ibo IWD of 'l1llrty Twe n.-lld Sh llUDd,n,d Twmty 6nfll aad lOflOO Oollan 
(S31,Q7.l0). receipt olwbldl la bcrd,y odnowk,dpd md o(tho royaltlea, COYCDaD.IS, otlpwadoru md cooditiOIII conwnod me! bcrcby ~ IO be paid. oblcrved md pcnonncd by 1..-, do 
bcrcby daDl,a, snnt, !cue ....t kt unto tho lbove mentioned bidder Ibo adusivo riabt to pnllpCCt for, produce and talco oil mdlot ps from die afOICSlid area upoo tbc followln& &amJ IDd 
cooditioos, ID-Wit: 

I. U:SDVATION: Then is bcrcby aceptcd and~ to Lcaor Ibo full u,c of the~ cowrcd bcrcby and all riabts with rcspcct to tbc sur&cc aad ..i.urfacc thcroolCot my IDd 
all purJIOICI c:xcq,t tbolo vantcd and 10 the CX1all bcrdn gnntcd to I.a-, IOJcthct with Ibo riabb of UllJ"CIS llld cgrcu IDd u,c ol uld lands by Lcaor and Its mJn,cnJ lcuccs, Cot purJ)QJCI oC 
aporiq fot and producing tho m~ wbidl ~ not OCMrCd, ot which may DOI be cowrcd In the future, under Ibo tams of this 1-. but which may bo loc:aod withlll lhe surCacc bouncbria ol 
tho 1-i wca. All of tho rights lo and to lhe lcucd pnmlses r-1nod by Lcuor and all oflbc riabts lo aad IO tbc lcucd pnmlses gnnt.cd to Lcaco bcrclo Jhall bo cxcrci,cd lo such a manner chit 
ocicba- ebal1 ~y lolafcre with tho operations of the 04hcr. 

1. TERM: Subjoct lo tho oCbcr J)l"OYi,iON bc:roo( Ibis leaso ab.all bo Cot a lcml of ltve (5) )'C9'I from lbc dfec:dve cllto bcreo( {bcn:i4 called "primary lcml"} and as lOD& thereafter u oil ot pl 

ls procb)od ID peying qu111title1 from said area. 

. J. Of.LAY RE.NT A.LS: If no wdl bo oommc:noed Oii tho land bcrcby lc-1 Oii ot before the annl--,, cblo of tblJ le-, this lcaM ahall tcrminalo u to boCb pertiCI un1ca tho ~ Oii ot 
before aid dllc aball IJl'Y ot lmdcr 110 tho Commlsllonc:roldie Ocncnl Lllld Ofiioo o(tbc St8lo olTcxas Ii Austin. Tc:us, tho 1W11 of 0-Ool1llr (SL.00). ~r acre. wblcb aball opento • rental 
md co.u Ibo privilege of defcniq tbc commCIICClllcat ola wdl for twdve (12) monlhs from ul<I dale. In Ulc.c ~ and upon like IMi)'IIICDU ot tcllders the COIIIIJICDCCllll of• wdl IIUIY bo 
funhcr deferred fot like periods o( die same number ol moo du IIIOOCSSMly during tho primary tam bacof. 

4 PRODUCTION ROY AL lRS: Subjoct to the prov!siom fot royalcy rcductlOIII Id out In 111bperaarapb (E) ol tblJ l*1IIJ"IPh -4, upoo producdon ol oil andlot ps, the t.cacc apeca IO IIIO' 
ot - 110 bo pe1d to 1ho Commltslonc:r of Ibo Ocncnl Lmd Office In Austin.. Texas, for tho u,o and bcndlt of the St8lo ol'Teus, during the lcml bcreof: 

(A) OIL: M a royally OD oil, which Is dcCUICd u lnelucin& all byclrocarl,oo.s producccl in a Uquid form 81 tho mouth or Ibo well and W9 all condc:nsatc, cl1stilbtc, and oCbcr llquld 
l\ydrocart,om l'OCOYCfOd Crom oil or p1 nm tbroup a ecpenlOf or ocher oqulpmait, u bc:rclnall« provided, 1/5 I*' of the pw:s producdon or tho mat1cd value tbc:rcot; II tho option of tho Lcaor, 
sudl val.ae III be determined by I) the hlabat polled price, pl111 premium. if my, off creel or paid ror on. OOlldeosatc, dl,tillatc, ot ocher liquid bydroc:att>oo.a rcspcclivdy, of a lib cypo and gravity 
In Ibo ,-nl wca where produ,cc,d md when nm. ot 2) lbc hlghclt rna,1c.ct pric.e thereof offcrod or pa.id in tho gcncnl area wbcrc produ,cc,d and when nm. ot J) tho arou proceeds of lbc ulc 
tbc:rcot; wblebc:Yer ls tho IJ'C*r. i.-·~ chit before my ps procb)od from tbc land bcrcby lcucd is told, U!Cd ot proccuc,d lo a plant, ii will be nm froo ol COit IO Lc:uor through m 
adcqulle oil and ps 9qW'lllor ol coavamonal iype ot ocher cqulpncnt at least u dllcicna lO the end tha all Uquid hydrocarbons l'OCCMnlllo from tbo ps by IUch mcmJ will bo rccovcrcd. Upon 
writtco CODJCIII of Lc:uor, tho rcquircmcnt. thac such ps bo nm tbtough such a ,cpentot or olha oquipmcnl llUI)' be waived upon such terms and cxinditioo.s u prcscnl>cd by Lessot. 

(8) NON-PROCF.SStD GAS: M a royally OD my ps (lodudillg flatcd ps). which is dd'mod u all bydroeatboos and pscow substaocca not dcfllled u oil lo subpangrapb (A) above, 
produced &om any wdJ OD aid land (cxcq,c • prcMdcd bcrdo with rcspccc to ps procestcd lo a plant for tho cxtractloG ol psolinc, Uquld bydrocatbom ot ocher produc:U) 1/S pan of the arou 
produclioD ot tho m.wbt vuue lbcreo( at the optioo ol Ibo Leuor, IUch value to bo bacd OD lbc blghe11 market price pa.id ot offcrecl Cot p1 of oompanblo qualiiy In tho acna.l area where 
produ,cc,d and wbca nm. ot tho ll'Ola pric.e peld ot olfcrecl to tho productr, wbickva" ls sreai.cr provided lhll the maximum prcasurc base In mcuwina tho p1 under this lca,e coo1111Ct aball noc 81 

any limo cxoocd 14.65 pounds per IQUIR Inch ablolutc, IDd tho llmMlar'II besc lanpcnlUl'O lhalJ bo alX\Y (60) dcpecs Fahrcnhdt, corrcc:tlOD to bo made fot prasuro accotdina to Ooylda Law, and 
fot spc,dfic gravity IICCXll'Cina IO lcSC made by lbe Balmcc Method ot by lbe mOII approved method of lelllna bdna used by tho lnckisuy 81 tho time of lelllni, 



. 
(Q PROCESSED GAS: As a royalty oo any p.s prooessod lo a psolJnc plant or ocher plant for the recovery of p.sol.loe or ocher Uquid bydroc:.atbons. 115 part of the rcsldue gas and 

die llquld Ii~ cxtncted or tbc IIUllb:t value dicrcoC, al tbc optioo of the Lcuor. All royalties du.c bcrcln llhall be: bucd oo ooc buodrcd percent (100%) oftbe IOU! p.laot productloo of 
raidll,c Pl .aributable to ps produced from thb 1cuc, and oo fil\y percent (50%) or that pcrcait accruing to Lc:sscc. whichever Is the creater, of the IOUl pl111t production of liquid 
.,~ &W'l'butable to the ps produced from this lcue; provided that lf Uquld hydroc.arbocu arc recovered from gu prooessod In a plant In which ~ (or its patent. ,ubsidiary or 
.niliate) OW111 &11 lntemt, then tbc pcrcc:o.ta,c oppllcable IO llquld hyd,oaorboas llha!J be fi1'y pc:roeot (50%) or tbc highest pc:rccot ecc:nilna IO a third party processina p.s tbroogh such plull 
_.. a p-oocssina acr-,,cnt ncplatcd a1 amu' lcop (or If tbcrc Is DO IUCb third peey, the blgbcst pcrcc:ot then bciJ11 tipCCl[tcd lo processing asr-ncou or contrac:U In tbc lndusuy), 
~ Is the arcatcr, The respcctlvo royalties on rcslduc p.s and Oii liquid bydrocart,oru alull be dctatnlned by I) tbc blghes1 mui<ct price paid or offered for any p.s (or Uquid 
11:ydioaorboas) of compC'lblc quality lo the gcncnl area or 2) tbc srou price paid or offered for IUcbi residue ps (or the weighted a_.-age pws aclliog price for the respcctlvo p'ldcs of liquid 
liydroc8rboos), whichever Is the grc&ICr. In no event, however, ab.Ill tho royalties payable Wider tb.iJ peragrapb be less than the royalties wblch would have been due had the gas noc been 
proccucd. 

(0) OTICER PRODUCTS: As a royalty on carboo blaclt, IUlphur or any ocher producu produced or manufactured from p.s (exccptina liquid bydrocu1>ons) whether aald gu be 
"cuinahcad, • "dty" or 1111)' otba- p.s, by fnlc:tiooatlna, burning or any ocher proc:essing, 115 part of p-ou production of lUCh produc:u, or the mark:ct value thereof. at the option of Les.soc, JUch 
marlcct value 10 be dclamined U follows: 

(I) Oo the bu!J of the highest m.arlct price of cacb product, dwing the aame month lo which IUCb prodw;t Is produced, or 
(l) Oo the bu!J of the avcrqc cross Ale price of cacb produa for the aame month In which such products arc produced; wblchever Is the grc&ICr. 

('£) VARIABLE ROY AL TV: (i) Subject to the ocher provis!OIII of this lease, it Is hereby provided that in the event productioo in paying quantitics Is CIUblished pursuant to the tcrmJ 
al dal, leuc and JUCh pn,ductloo Is brought oo line and Ales tbcrcof we oommcnccd with.lo twauy-four {2~) fflOlltbJ ol the effccdvo dale hereof, the royalty raic provided bcrcln &hall be 
~ to 11.75%, and ahall apply to cacb sul»oqucr,1 well drilled aod produced oo tbc land oown,d by tbls lcuc. Provided that.. If durlna such twenty-four {24) month term during which 
1-..,- an a rcdQocd royal!)' ra1e of 11.75% u bcrdA proYldcd.. Lcacc lhould drill In eood faith and complc:cc tbc fine well as a cky bole oo the bod covered by tbls lcuc, Lcsscc may 
n,cc,lw a lhrcc (3) moodl cxtmsioo ol tbc 1cm1 In wblcb III an a rcdQocd royall)' ra1o by sJvlq DOticc to the CommiJSioocr ol the Ococnl lAnd Office, commcncioa drillilla opcntiOIII oo ui 

8dditional weU prior to the cxplretioo of such three (l) month period and protOCUWI& diligently and la eood faith the drillilla of such aclditiooal well and completing aame 10 that productioo lo 
~ quantities Is cmbllsbcd and IJO that IUcb productloo Is brought oo I.Inc and Alea lhc:rcof Ull commeoccd prior to the cxplretioo o( IUcb three (3) month exlCIUioo period. 

(ll) ID the CYUII productloo lo ~ quaotitica I.a alAbllsbcd punumit to tbc lcmlJ of this lcuc and IUCb pn,ductloo I.a brought oo Uoc and Ales thereof Ull commeoccd al\cr tho 
c:xpindoo oltwa1ty-Cour (l4) mooths from the dfccdvo dat.c l,crco{bul prior IO the cxplratioo o(fcwty-dpit (0) mooths from the dfcctlvo dale hereof, the royalty ralC provided herein ah.all be 
reduced 10 U.375% and ah.all ,ipply to c.ach 111blequcnt wdl drilled llld produced oo the laod covered by this lcuc. Provided that, tr durina such twa1ty-four {24) mooth 1cm1 during which 
Leuce may caro a reduced royall)' rate of lt.375% u bado provided, 1.csscc ahould drill lo sood wth aod complete the fine well u a dry bole oo the bod covered by this lease, 1.csscc may 
rcc:dvo a dircc (3) month cxtmsioo of tbc 1cm1 In wblcb to cam a rcduccd royalty rate by slvio& notice to tbc Commlssloocr of the General Land Office, commeoclna drillioa opcntiOIII oo an 
8ddiuoo.l well prior to tbc c:xplratioo of JUCh lhrcc (3) month period llld prolCICUting dillccntly and In &ood faith the drilling of JUCh aclditiooal well and completioa aamo 1JO that production lo 
INIYUII ~tics I.a CSlabllshcd and 1JO tbal such productioo I.a broupit oo line and Ales thereof we commcoc:cd prior to the c:xplratioo of such three (3) month cxtauioo period. 

(P) NO DEDUCTIONS: Lcaoc agr'cca that all royalties accruing to Lcuor Wider tbls lcuc ahall be without dcductioo for the COii of produc:ioa, ll"lnJpOl'ting, and o(bcrwlJc maldn& the 
oil, Pl md ocbcr produCU produced bcrcuodcr IQd:y (or Ale or u,c. 

(C) JlOV AL TV IN ICIND: NocwithJbnd.ula •ytbl.og conlaillcd bcrdo to tbc coouvy, I.-may, al ltJ optioo., upon - less than 60 days notice IO Lc:sscc, require al MY time or (roo, 
lime 10 lime tblt ~ o( all or IQ)' royalties IOCl'UIII IO Lessor mMlcl' this lcaJC be made In \kind without ~00 for tbc OOII of produdna. plbering. llOrUII, ~ trcaWlg. 
~ comprcalq. proocuillc. tnmportina and ocbcrwuc maldq tbc oil, ps and ochc:r products produood bcnoodcr rcecly for Alo or use. Lcslcll', right to take lu royalty In kind 
..a DOt dimwJb or ocpao Lcslcll'1 rights or 1-'1 obUpoOIII, 1"bdhcr c:xprcu or lmpllccl, Wider this lcuc. 

(II) PLANT FUEL AND ll£CYCLED GAS: No royall)' lba1J be pcyal>le oo IQ)' ps a m~ reprac:ot this leuc'1 proportl- lh.-e of any flld ucd to prooca ps produced 
.,.__ ID IQ)' p-oocssina pl.ml. NOlwith.scwliq lll}'lbma oootai.ood bcrdo to tho coouwy, and IUbjoc:t 10 tbc C00-1 la wri.1111& oltbo Cammi11looc:r o(tbc Ococnl Lllld Ofiioc, l..cacc 
11117' ~ ps for Pl lift purpotes oo tbc lcucd prcmbcs after tbc liquid h~ oootalood la tbc p.s hive bcca rcmowd. and oo royalties ah.all be pcyal>le oo tbc p.s IO ~ lllltil 
_. lime as tbc - may Cbaullcr be produced and IOld or u,cd by Lcacc la sucb manoer u IO entitle Lessor to a royalty ~ Wider tbc royalty provisiOIII of this lcuc. 

(I) MlNlMUM ROY AL TV: Ouriq IQ)' yar aft.er tbc c:xpindoo o( the primary tam o( this lcuc, If this lcuc I.a maintained by productioo., the royalties paid to Lessor in no CYCnl ahall 
be las dim 111-equal to the IOcal IMll&I dc1-)' rmtal bcrdA provided; ocbcrwuc, lbcre lhall be due llld pcyal>lc oo or before the last~ olthe mooth succeeding the 11111ivenary dat.c of 
dm lcmo a sum equal IO tbc total 1DDual rental lea the IOIOUDI of royalties paid duriq tho proccdina yur. 

(J) MARGINAL PRODUCTION ROV AL TV: Upoo 1-'1 wriuai applicldon, the School Land 8owd may ~ the royall)' rate set out In this pngr'lpb tnd/or the minimum 
~ • OUl la ~ ~ (1) IO cxlald tbc ooooomJc Ufe of dllJ lcalO &old ~ rccovory o( oil or pa that mlabt ochcrwbc rcmahi uoreoovcn,d.. Alty 11UCb royalty rcduetloo must 
ooelom III tbc reqairaDenta ol -.;y Scbool Land 8owd ~Ye Nies oe tlw IUliject. Royall)' may - be rcdQocd below the lpplicablc ltalUtOr)' ml.n.imwn. 

S. ROY AL TV PA YM£NT'S AND RE.PORTS: All royaJtla DOt takai la kiad shall be paid to Ibo Cammi1sloocr ol lbe Ococnl Laod Office al Austin, Tau, ID tbc followina aurlDCr. 

~ of royllhy oe prodi,cdoD o( oil md ps sball be M provided ID tbo NICI • Cordi ID tbo TCDI ~ - llules Qlfflllllly pnwldc tblt royall)' oo oil I.a due &old mllll be rcc:dwid in tbc 
o....i Land Office oo or bclore tbc Slh ~ al tbc aocood mOOlh •ICCOedit11 the IIIOlllh cl producdoo., md royall)' oo ps Is dDc and mQll be rocc:i-1 In tbc Ococnl Lllld Office oo or before 
.. 1'4fli dcy of tbc aocood ~ ..ccoedit11 lbe ~ of producdoll. accomplllied by the affidavit of tbc _., m--,c,r or other IUiboriz,cd agent. compldc,d in tbc Corm and mmncr 
plWCribed by die Omcnl Land Office llld sbowiAa tbc poa IIDOUIII llld cliJpolition al all oil and pa produced md tbc m.bt wlue al the oil llld ps, IOCdher whb a oopy cl all documaiu, 
_. or report1 coofirmlAg the poa producdoll. dupolitloe llld mskct value inch1dlna pa mdcr radiqs. pipdioc rcc:dpu. ps line rcc:dpCJ IDd ocbcr cbccb or maDOrmMI& ol 1111ount 
prodiad md pa1 lato plpdlAca, t.lllb, or pooiJ -i Pl liDca or Pl .uncc. md IQ)' othcr rq,oru or .-.di wtildi lbe Omcnl 1...-1 Office may rcqu.1rc IO wrify the poa producdoo.. 
~ IDd m.lc:et value. Ill all cues Ibo mdioril)' o( a m--,c,r or &g'Cllll lO act for Ibo 1- IMn:in mllll be filed la 1be Ococnl Lllld Office. Each royall)' psymcnt shall be aooomp-,led 
by a doock llUb, sdicdulc, IUIIUII.W)' or other remituMc advice sbowbia by the uslpcd Gcocral Land Office lcatc •1m1bci' the IIIIOWll olroyall)' bdna paid oo c.ch lcuc. lf1-~ hlJ 
,.,,._,, oe or bdorc thirty (30) days aft.er tbo royalty pqmc:o1 - due, lbco 1-owes a .-.IIY ol s" oe tbc royal(y or ns.oo, wbicbeva- Ls p-eacr. A royalty psymcnl which I.a owr thirty 
(30) • lllie llball accNC a .-.JIY of 10% o(the royall)' due or W .00 wbldiau I.a p-a&«. ID additloo IO a .-all>', royalties lba1J accNC iotcrclt al a l'llc of 12" pa-yar; IUCb iotcrc1t will 
bepll ecc:ndq wbca Che royall)' I.a ~ (60) days ~ A.ffld.vltJ and IUl'l)Ol'WIC docllmcou wbldl IR DO( filed wbcn due shall '-" a .-.IIY In m amounl Id by tbc Ococnl Laod 
Office admlnilcndw Nie wbidl I.a dfccdYC oo the date wt.co the affldavlu or ,upportlna doaanents Yo'a'C due. Tho 1.- lbal.l bes all rcspoosibility for pcyina or causla.a royalties to be 
plid M pracnood by the due dale provided hcrd.n. hymcnt al the~ pcnall)' llball lo 00 W.-, opentc IO pl'Ohiblt tbc Stltc'1 ript o( (orlciturc U provided by law Dor IICt IO postpooc 
tbc dMc oo wlaldi royalties were ortsJ.nally due. Tho above .-.JIY proviJloos lhall DO( ll)ply la cues o( title dlsp,ce u IO lbe Staid, ponloo o( the royal(y or IO tbM portloo oC the royalty In 

dilpUle u 10 fair a:urtct value. 

'- (A) llt:SUlVF.S, CONTRACJ'S AND OTil.£R RECORDS: 1-sbalJ mnually funwb lbe Commlulooc:r oldie Ococnl Laod OfrlOC wilh i11 beat poua'blc cat.imalc ol oil and ps 
- mdcrtyiq dm ie... or allocable IO tlw ie... and mall funwh aid Camml1doocr whb copica o( all oootnc:u ...,. wbldl ps I.a sold or prooessod and all ~ aai-mtJ and -=:bent: 10 IUCb oootncU witbla tlliey (30) days after mta\111 la'(> or malcioa lUCb oomncu, agrecmailJ or llllClldmc:ab Such oootncU llld agrccmcau wbCII recdwid by the Ococnl 
t....d Office 11ba11 be locld la ooofidcncc by tbo Ococnl Land Office mica odlcrwuc IUlborimd by I-. AD othcr OOlllndl llld ,-.di pcNinlna IO tbc pl'O(b:don. trllllp0r1ltioo., Ale llld 
.-bliac oldie oil llld p.s produced oo Aid prcmues, iadudiq tbo boob llld accounts, rcc:dpCJ md ~ o( all wdla, llllb, poolJ.. mda1., and pi,pdina sball II all times be IUbjccl IO 

~ md CXMn!nllloo by the Commluloner o( the Ococnl Laod Office. the .AllOnlcy Ococnl, the Oowmor, or the repracaUl(iYC o/ my of diem.. 
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, (9) OlUu.rNC RECORDS: Wriaai DOCioc ol all opcradons oo dtlJ lcuc abalJ be sullmincd IO lbc Commlaioocr of the Ococnl Laod Office by Lc:sscc or opcn&or five (S) dqa bc!ore 
.,.ct.._ WO!icowr, ro,cnuy, 1a11porwy lbmdoamcac or pl11c aod obadoam<m of 111y wdl or wdh. Suc:b wnum DOdce '° chc Ococnl Laod Office lhaU lndudo ooplca or R.aitro.d 
C-1-oe foniu (or llflllllalloa IO mill. Coplca o( well lcsU, oomplctloo rq>OfU m.d pluuin& rq>OfU lhaU be IUppllGd IO lhc Ococnl Laod Offioe II lhc time !hey ore filod with lhc Tcxu 
bilrced c-mlssioo. ~ lhaU aapply die Gcocral Land Offioe whb • Y rcoords, mcmonrada, IS, rq,oru, aittiop aod CORI, or odM:r lnfonnadoo relative IO lhc opcradoa o{ lhc 
.._.....,ibod prcmlsa, wbk:b ~ be rcqucslCd by chc Ococnl Land Office., Ill odditlcm IO tboeo bcrdD c,q,resaly provided for. Lcuec abalJ haw llll clcc:uical aodlor nidloecci~ sun,ey 
-.le om die boro-bole -6oa. &om die buc ot lbc Mfacc caslq to lbc total clcpcb or wd.l. of all wdu drillod oa the aboYC dcacribcd prcmiJca and lhal1 umnlt a cnae copy of lhc loc of cacb 
..vcy om c.:ti well 10 Che Ococnl Land Office withln fLl\ccn ( t S) dqa al\cr die m.aldac or Aid U'YC)' 

(q PENAL TI ES: t..cucc JbalJ Incur a pmalty wbcacvcr reports, doc:wncnu or odM:r m.atcria1s ore IIO( filed bi the General Land Office wtiai due. The pmalty for Ille fillq abalJ be ad 

..,, die Ococnl land Office 8Cllnln!Jcntivc Nie wbkb Is C'.ITccdvc oo the dale wbal the matcnalJ WU"C due la Ille Ococnl Land Omoc. 

1. R£TAIN£0 ACREAGE: NocwithJbllding aay provisloo of thb lcuc 10 the ()()Olnr)', al\cr a well produclnc or capeble of producing ol:I or ps lw bcco completed oa lhc lcucd 
pranlscs, Lcasce abalJ cxcn:isc die diliccncc of a n:uoaably pnidco1 opcn1or bi drillin& such additioaal well or wd.ls u may be rcuooably occasa,y for the prop« de\-dopmc:111 of the leased 

premises m.d l.n manccti.ng tbc productioo lhcrcoo. 

(A) VERTICAL: In lbc evc:ot thb lease Is in force and d'f'cct two (l) year1 after the cq,u.tioo dale of the primary or CXIClldod lfflD It &ball lhc:o 1ermllwc II to al.I of the lcucd prcmilca, 
EXCE:P'T (1) 40 ecn:s IWTOUndlnc CIICh oll well capable of producing l.n ~n1 quantities aod 310 ecn:s 11WTOW1dlng each gu wd.l capable of producing in ~g quantitica ('lftcludina a lbut­
• oil or ps well u provided In Pwa&l'l)h 11 bcn:of), or a well upoa which Lc:sscc b tbc:o c:opgcd In ()()Otinuow drilJlq or rcwondn& opcradOOJ., or (l) Ille number of ecn:s lndudcd In a 
pn,duc:alc poolod unh pursuant IO Natural R.c*>W"CCI Code ScctioaJ Sl.Ut-n.tSl, « (J) such veal«« 1-number of ecn:s u may thea be al.located for prod.uctioa purpolCI IO a proratloo 
_.. (or c.:ti such produdq well under the Nies, and regulations of the R.ailrold Commission of Tcus, or llllY IIIOCCSQ' agency, or odM:r 1ovanmcotal authority having jwudk:tioo. Withln 
,o ..,.. o{ a pstial lenlUllllioa o( thb lcuc la IICCOl'dlDcc with lhiJ 111~ and upon ~cnt of Ibo m!nlmum filin& fee ad by Ococnl Land Offioe rules In cf[CQ II the time o( lbc 
,.... ~ i.-.it haw die richt to obcala a ~ lease for lqrca m.d cpas oo aod 1Cr011 tbe la1D.IIUlcd portion otlbc lcuc,d prc:ml.aca II may be rcuon.ably GCOCIUrY (or the 
..-..it opcndom ol Cbo pardou ol lbc lcuc rauiaillg Im force IDd drcc:t. lf 1- ran. lo apply for a ..raco lcuc withln die 90 day period spcc:i.ficd aboYc, Lcacc may apply (or a 
.-face lcec &om die Lmd Office., but die Lmd Commbsloocr bu chc diJcn:don to pmt « deQy aid! applbdon m.d IO Id lbc fcc for aid! Mfacc lcue. 

(B) HOR1WNT AL: In lbc evc:ot thia lcuc b la force m.d dTcct two (l) y~ at\cr the c:xpindoa dale or lhc primary « CXlcDdod la1D II lhall funbcr la'IIWWO u to all ckpcha below 
I 00 foct bdow lbc toul clcpcb drilled ('b,cmnal\« • dccpc:r dcpdu 1 la CIICh well loc:IIIOd oo aaQCO rcUl.ncd la ~ 7 (A) aboYc, wilcaa oo or bcf ore ~ (l) )'Clt"I all« tho primary or 

· CX-W lllnD 1- pq"I • -equal'° ooo-balf(l/2) otlbc boaua orl.&la,ally paid as oon.sidcntioo r« lb1s lc:ue (11 spcc:i.ficd oa ...ic t bcrooQ. lflUCb .aount b paid, lb1s lc:ue lhall 
lie ID force md drcct • to aada deeper dc,p(bs. md Aid ICnllllUldoa abalJ be ddqcd for m additioaal period or two (l) ,._.. and '° Iona thcrcal\a- u oil or p1 b producc,d In psyillg qoanti.tica 
&om _... deeper dcplh, COYCn>CI by lhiJ kuc.. 

(q IDENTIFICATION AND PIUNC: The sumcc aacagc rcUl.ncd bcrwndcr .. IO cacb wd.l lhall, u ncmiy u pnctlc:al, be In the form of . IQUG'e with the wdl loC8l.od In Ibo CClllcr 

toc,rooC, or llldl oCbcr lb"l)C • may be ~ by the School I.Mid Board. Withln thirty ()0) dqa after i-tW tcrmlnadoa of thia lc:ue u provided bcrda, Lcuoc lha1I c:xocutc IDd record a 
..._ or r""- coaaialq a lllliJC8CIOI)' lepl dclaiption of die aaasc md/oc clcpcb.s oot R:tliood bcmmdcr. Tho ~ rdeue, or a oc:rtificd copy or aamc, llhalJ be filod In die Ococnl 
1.-d omc., ecoompenlod by die fi1.iAc (c,c prac:n'bod by lbc Oc:ocnl I.AOd Offloc nalca In clToc:t oo tho dllc tho rc1-1s filed. If Lcuoc Calla « rcllatca IO cx-,10 m.d rooord a>di rdcuo or 
..._ wllWa mDCIIY (90) days aflcr bcinc reqaellCd to do'° by Ibo Gcnenl 1..-d <>mcc., lbcn lbc CommiPloncr • bls eolc cb:rdloo may dcalcn,atc by wriuen imcnimc:ot tho aaQCO wJ/or 
..., 111 be ,elca,cd licramdcr IDd rooord llldl ln.suumcnt It 1-'1 cxpcmc Im die OOUDIY or oountic:9 wbcrc Ille lcuc b toc.lcd aod In the official records of tbe Ococnl Laod omClC and 
mda +.p,rioa llhalJ be biadui& upoo i.- for all purpoecs. If It all)' time at\cr lbc clTccdvc dllc of lhc l)lll1laJ. tcnnlnatioo provisions bcrco~ the applicable field Nlca ore cbangcd or lbc 
... « .... loc:acd tba'CIOII WC rcclaal(icd IO Chit lea aaasc b tbcrcaft« allocalcd IO Aid well or wdb f« producdon purJ)OIC&, lhlJ lcuc lhalJ thcrcupoa la'll1lnu u IO all aaasc not 
._._ IIBoa,,led to Aid well or wdb for produalon purpoecs. 

L OP'PSET WELLS: I( oil wJ/or gu llhould be produced In commcrdal qumtitica &om a wdl loclt.cd oo land privately owned or oa SlalC land lcucd II a lc:acr royal1Y, wbldl wdl b 
...... - ~ (t,000) (oec oldio- lod.odod ~ «wblcb ......U b drlWq Ibo ores COYeffil by dal, lea,e, tbe Lcucc llhall, withln aiey (60) ci.y, ail.er IUCh lnltial produaioo !tom 
....... wdl or -.e wdl ~ wilhla one 6oumd (1,000) foct &om Ibo - ~ by dal, lcuc bcp In good faith IDd pr'OICCUlc dillgaidy die ckilllq ol m o«aet wdl oa Cbo .-ca 
_.....,, 6la leMe, md .cji o«Mlt wdl .i..11 "° driDod 10 llldl clcpcb • may be -r IO pr'CYlllt Ibo mdlMI draJ.aa&c ol lbc wca oo-'Od by dal, lcuc, md lbc 1..-, mmap or ck!llcr 
.... w • - _,- • a good Cai1b dlcxt 10 IIUlb .cji oll'.ld well prodlaco oQ red/« ps • ooaunerdal qu.-itla.. Only upoo Cho ~ ol lbc C«nmi..&oot:r and wl.fb 111.t 
wriaa "IJlll'O""M, may Ibo ~ ol a oompcnulory roy,,11)' Alisly the obllpdon Ill drill • olraet well or wdb ,.,-cd mdo- du, Pwq,apb 

, . DRY HOI.L'CESSATION OF PRODUCTION OUlUNC P1UMARY TE.RM; IC, duriq Ibo primary 1Cl1ll bcrco( and prior to di-,, IDd productioa ol oil or gu oo uld land. 
i.-~ drill • .., ..,re Of loo&ca tba'CIOII, or I{ duriq lbc primary term bcrco( llld after die di-,, IDd actual producdon or oil Of pl from tbe lcucd prc:ml.aca lllldl producdoa lbcnof 
.,_. - tom .,.,. -. 6la ic..o ..ii 110t 1C111UUte If .. or bc!ore lbc aplnllioD ol lixtY (60) days &om dlllC ol ~ or wd dry liolc « ccmdoa ol producdoa Lcuoc 
c i m an c • edcitbuil ltil1lac or ~ opcndou tba'CIOII, « pq"I or leDdcn die 1ICXl -.a dciAO' rental In tbe w IIUIIDCI" u provided ID du, lc:uc.. IC. duriq Ibo tut yw ot lbc 
priawy..,. or wilhm ~ (60) • prior llicrdo, a dry bole be compldcd wt abmdoocd, or tbe producdoa ol oil or ps lhowd ccuo r« my cauc., Lcacc', rl&bU lbaJ.I rcmala In fWl (oroc 
.ct cft'ed wlOaooil rwt.cr opcndou mlil die cxpind.on ol fbo primary 1cr111; wt If l..caloc llu not raumod producdon In psyillg qumtitic:s II Ibo c:xpindon ol lbc primary 1cr:m., 1..- m.-y 
.... 611 _. by -+ecciq 8dditioul ~ or ~ opcndon, pur,-t IO PlnanPb 10, ain& fbo expintlon o( tbe primary lam II die dlllC ol ccmdoa ol produaioa mdo­
....... 10. 5bomd tbc h wdl or my ~ wdl ~ oo die above dcsatbcd lmd be oompldcd a • lbut-la oil or ps well wlthln die prim.wy term licrco( 1..- --r -.o 
~ ot .. -. ...i la .. - - • aw'CMdod wcla om or bcCoro Ibo reatal ~ dMe followlq tbe cxplndoa ol ~ (60) ~ &om Ibo du ol complcdon ol M* shat-la oil 
• .. _. md ..- -.e r.o... eo mm .di~ 6lJ lcec ..U "* &do 1cnnlnltc. t( • Ibo cq,lndoa oltbo primM)' term or • Y time ihcrcaftcr a ibut-la oil or ps well b toe.lo(! on 
.. lewd ,._.. ~ ...,. be made .. IIOCCll'llmco whb tbe lhut-ai provislODJ llcrooC. 

II. c::asA TION, OR.IUJNC, AND UWORlCINC: IC, .tier die aplnllioD oldie primary ICnll, procluc:tloo ol oil or .. &oiu tbe lcaod prcmlJca, after ODCC obClillcd. --W ccuo 
._ .,.,.-. 611 ._ *'1 IIOl ......... 1!1-oom- edcitbuil drilllq or~ opcndou 'Wldwl mtr (60) d.yw al'lcc _. ~ IDd dDI '-..ii,_... ID full 
.......... (or IO lama M mda ~ ooadaM la aood filltb and ID ~ ._ wtlboul ~ IOtal.lag IDOl'O d)ID ~ (60) dayL If .cfa drilllq or ~ 
...... ~ la Ibo procluc:tloo of oil or ... the lcuc .i..1J raD.IUI Im flall (oroc IIMf dfCQ for IO lama M oil Of pa U producod &om fbo lcaod prmu1CS In ~ qun.titiea or~ or 
....._ ol or .. wdl royutlca or~ o( compcn•ory royaltica b made • aw'CMdod t.cr-da or• aw'CMdod by r...,, If tbe drilllq « ~ opcntion.1,-11 Im Ibo oompledoo ol a wdl 
• • d,y ..._ .. ._ wW IIOl .....- If tbe 1.-COIIIIIICIIOCI addition.al drilllq or rewor1dq opcndou wlthla ~ (60) days d\cr tbe compldloa ol Ibo wdl a a dry liolc., IDd du, lcac 
IUD ,_.. • dJOCC IO lama M 1-~ drilllq Of ~ opcndou la roocf faldi wt Im I worlan.mlike IIUIIDa' widioul lmcmapdou totaljq lllOl'O thlll liJQ)' (60) dayL l.cacc 
..ii s!ve wrium aoticc IO Ibo Ocacnl Lmd Offi~ wl.dun thirty ()0) dqa ol my oc:satloa ol producdoo. 

IL SU\Tl'-lN ROYALTIES: F« purpoea o(dtlJ pancnph. "wdl" mcm, MY wc1J ibat llu bcc:a Ul{picd a well number by tbe It* IIICDC)' havl.najurbdicdoa owr lbc produc,tioa ol oil 
md && If It .,.,. lime after die aplnllioD ol ibc primary lcnll ol a lcuc lblt, mil bdq lhut ID., - bdq maintained la force IDd dfocc, a well elpblc ol produdq oil or ps Im ~ 
quad.da Is loclt.cd om the lcaod pnm1Ka. but oil « p1 b IIO( bdq producod for laclc ol suitable producdoa (ad)Jtica « laclc o( • IUl.table martct, Ihm Lcuoc mq pay u a lhut-1.n oil or gu 
ror-llY • _. equ.a III double tbc maual C'Clllal aw'CMdod In Che lcuc, bu( IIO( lea dllD S 1,100 • yes for ada well capu,le ol produclq oil or gu In ~ quoatitla.. To be dfoctivc, 
ada WIW ...,.._ oil or ps royalty•• be peJd oo « bdorc: (I) Ibo expintlon o(fbc primary la'al, (l) 60 days al\cr tbe l..caloc «a1e1 IO prodlaco oil or gu &om die lcaod prcmuct, or (J) 
60 days after 1-~ a drilllq « reworlckla opcndoa Im aooordanoc wldi Ibo lcatc provi,lona; ~ dllc b i.e.. I{ the lhut-1.n oil or p1 royal1Y b paid. die lcuo ma!! be 
___... IO be a produdq lcuc and tbc paymcat ..it extend lbc - o( tbc lcac f« a period ot- ya, 6-- lbc ond o( tbc primary tcrm. or from Ibo lint day o( ibc monfb followlq Ibo 
moada • wtaldl procluc:tloo ceuod, md, al\cr lblt, If a,o .J1ablc procluc:tloo facilltica or IUltab4o 111-1cd for Ibo oil « gu exiJtl, 1-may cxUlld tbe lcuc (or four more IUCOCllive periods o< 
one (I) yw by psyillg lbc - __. ada r-- oa or before Ibo c:,q,lndoa ol cacb lhut-c ye.-. 

11. COMPf.NSA TORY ROY AL TIES: IC, dur\Qg Ibo period lbc lcac b lcqx la etToc:t by pqmcot o( Ibo abut-lo oil « cu royalty, oll « cu Is ooid m.d clcllvcrod la ptyiq quootitica 
&om a Mil toe.lo(! wlddn - dloamd (1,000) foct otdlo lcuc,d prcmbca and compl~ la the -produdq l'CICl'YO!r, « ln IIIY cuo In wbldi chmas"c b occ:umlll, the rl&bt to coatinllO IO 
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aalntala tbc lease by ~ Ibo abut-in oil or ps ioyall)' ah&JJ cease, but Ibo lease ahalJ Rmaln clfocti~ for the =dct of lhc year for which lhc ioyall)' has bcco plid. The Lcsscc uuy­
.._ tbc lease for four mote IIUCCCSSiw YC8n by Lessee psying oompcnsaro.y ioyall)' "' lhc ioyall)' rate providod ill thc lease of lhc IDM1cct value of producdoo from lhc well cawinc lhc 
.--.. or wbkla ls compldod ill Ibo same prodil,a.Qg reservoir and wichl.o ooe thouaod (1,000) (CCC or the leaJC>d pc-cm~ The compc:nsa1«y ioyall)' ls IO be paid moruhly IO the 
Commiaioocr bcglarua, oo or before lhc last day o( lhc IIIOll!h following lhc mooth ill wblcb lhc oil or ps ls produced from lhc well causing the drainage or dw iJ completed ill lhc same 
prodi,dq resavo!r and located withill ooe lhousand ( 1,000) fccc of the leased prcmiJcs; if the compmutory ioyalry paid ill any 12..nooth period i, in 111 amount less than the &IUIIUI &bill-in 
oil or .. ioyall)', Lessee alull ~ 111 lmOUlll equal IO the diJTcrcoce within thiny (30) dqs Crom lhc end of the 12-<DOnth period, and - of theac provisions w;u rcli- Lcsscc of the 
obl1plioo ol rcasooable dc,dopme*II oor cbc obliptloo co dnll olfsct well.a u provldod ill NJLC. Sec:doo Sl.Ol4; however, It the dctcnninatioo of the Commluioocr, and with the 
Comalaiooa'a writlal opprov,al. the peymait of compensacory ioyaltlcs ahalJ Ulis(y lhc obliptlcia co drill offset wells CompcnsalOI)' ioyall)' payments wblcb arc not timely paid wiU aca'\IC 

pc,nal(y IDd illla'Clt ill .coordlooc with Psqrapb s or this lease. 

ll. EXTENSIONS: ~"'the cxpntioo oflhc pnmary tam of th.is lease. producuoo ol oil or ps has not bcco obtamcd oo tho leased prcmiJcs but drilliq operations 11rC being conducted 
tha'COII in eood faith and ill • eood and worb:iwtlikc mmncr, Lessee may, oo or before the cxpinl.loo of the primary term, file ill the General Land Ofli~ writtca lpplk:atioo io the 
Comm1ssiooa of the Gcocnl Land Offic.c for a thirty (30) day c:xtcnsioo o( this lease, ICIOOlllpenicd by ~cot of Thtcc Thousand Dollan ($3,000.00) if th.is lease coven dx bwidrcd forcy 
(6-4()} acres or lcSI and Six Thousand Dolt.I (S6,000.00) if th.is lease covcn more than ai:x bwidrcd forl)' (~O) aau and the Commluiooer ahall, lo writing. cxtcod th.is lease for a thirty (30) 
day period from and al\cr lhc cxpinl.loo of the primary term and so loog thcrcal\er u oil or ps 11 produ~ In paylnc quantitica; providod funher, dw Lcsscc auy, so long u such drilling 
opcnlioru arc bclnc cooduc:tcd mw l[le applicatloo and paymcot during any thirty (30) day cxtcodod period foe an addidooal cxtenSloo of thlrty CJO) daya and, upoa rcodpc of such 
l!pplic.doo and p1,ymc:ot, lhc Commluioocr alwl, ill writina. apin cxtc:od th.is lease so dw umc ahall remain in force for Ridl additiooal thirty (30) day period and ao loog thcrcal\er u oll or 
ps la produced in pl,ylng quantities; provided, boweva-, dw thb lease ahall not be cxtcodod for more than a toe.al of three hundred ninccy (390) daya from and al\cr the cxplratioo of the 
prim-,, term unlca produc:tloo in pay1n, q11.1t1litles bu bcco obtained. 

l'- USE OF WATER; SURFACE: Lcuoc ahall have the right co 111e water produced oo ald land necessary for operations hereunder and JOlcly upoa the lcucd prcmucs; provided, 
~ . Lessee ahalJ not use potable Wiler or Wiler suitable ror livcstoclc or lnipdoo purposes for Weter Oood operations without the prioc writtca corucot of Lea.soc. Subject IO its obllptioo 
to i,.y -<ace dn.aga. Lcacc lhalJ haw the right io use ao mud! ol the auucc ol the land that may be rcasooably IICCCSSal'Y for drilling aod opcntini wd1s and tno.sportiq aod mu\:d.ing 
tbc procb.tioo dlcrd'rom, IUCb 111e IO be cooducu,d uodcr cooditloo, o( lea.st h\jmy to the -r-o( the land. Lcsscc ahall p1,y aurface damqcs in an amowu 1e1 by lhc Gcncral Land Office 
foe ldlcdule wblcb Is dToctiw oo the d.1lc when lhc activicy roquiriq lhc ~cnt o( surface dam.age, occun.. 

L5. POLLUTION: lo dcvcloploi du.I area, Lcacc lhall 111e the blgbcsl dccn,c of c.rc aod all proper AfcJIW'(b co prevent pollutloo. Without limitin& lhc forceoln&, pollutloo of couuJ 
wetlands, unnl ~ rt--. md impounded Wiler lhall be prevented by the 111e o( coocalnmc:ot facllitiea suffidcot IO prcvcnt spillage, seepage or ground Wiler coownlnatloa. In the -= ol pollutioc, Lcsscc lhall 111e all lDC8DJ 11 lu dupoA1 to rcc:apnn all csapccl llydrocmbooJ or Olbcr pollutlllt and lhall be responsible for all dam.age to publlc llld pnVIIC propcrtlc:a. 

(A) UPLANDS: Lcacc shall build and maintain rcoocs around its llusb. lUIIIP, and drllnqc pits and tank blllA:ries JO u io prot.cct livatock apiD.st lou, damqe or U\)my; and upon 
complcdoo or abmdoamcm al IQ)' wdJ or wclla, Lcacc ahall fill and la-d all alusb pltJ and cdlan and oomplc:tcly clean up the drilling lite of all ntbbuh lhcrcon. 

(B} SUBMDlC ED LANDS: No duchatp of eolld waste or ~ ahalJ be allowod illio Statc Wlllt:n from any drillJ.q or ,upport vascls, productioo platform, crew or supply boat, 
-.. J.ck-ap rig or oCbcr oqaipmcm loclltcd oa the lcucd area. Solid waste abalJ locludc but ahalJ not be limited 10 ooowncn, equlpmcn1, rubbuh, plastic, gi&u, and IQ)' oCh« man-made 
~e kmia. A lip must be d.i.Jplayc,d lo a blp nffic m-ca oo all w:ucl.a md maoocd pL,,tfom1J IWlng, "Ducmrge of any JOI.Id waste or prbqc Into State Watcn Crom YCUclJ 
or pul(orau u IIJic:tty prohibited IDd may IUl!.j«t • Stale ol'Tow lease io forfeiture." SIIC:b -=cot ahalJ be ill lcUcrlog or at lea.st 1 • lo alz.c. 

(C) IUV£.RS: To lbc extent occeasary to prcvcnt pollution, the provisioos found ill aublcc:clou (•) and (b) ofthls panppb abalJ abo IPl)ly io riYa'I and rivut>cds. 

(D) PE.NALTY: Failure IO comply with the rcqwrm,Cllltl otthb provlsioo may result ill Ibo maximum pcoall)' allowed by law includin& forfeiture oflhc lease. Lcsscc ahalJ be liable for 
lbc ~ awed by IUCb Wlorc and aey oom and cxpcnJCS lncum,d lo cleaa.ln& lll'CU affected by the diJchar&cd waste. 

'" IDIN'ITFICA TION MAJUCE.RS: t..c:a- ahall c:rcct, llt a cfutaoclc not IO cxcccd twcol)'-6w (l.S) rccc Crom each wdJ 00 the pc'CUIUCI OOYCr'Cd by this leuc, a legl'blo lip Oii which 
..a be .-i lbc-allbc opcnlor, lbc lease dc:alpitioo llld Ibo wcll aumber. Wbcro two or men wcilJ oo the ame lcuc orwbcrc wcilJ oo two or IDOl'C leucs ..-c COllllCIClcd IO the ame 
l8lllc i.i.c,y, wbc:Chc:r by IDdivldual flow line conooctiou ditoct to Cho tank or lmla or by uc ol a muJtlple bcadcr l)'Slcal. each Uoc bdweco each wcll llld IUCb tank or bcadcr lhall be legl'.bly 
ldcatifiod a all timc:a, dth.cr by • firmly lllacbcd tq or pLu or Ml ldcllliliadioo property pahitcd oo IUCb line at a cliJuocc oot IO cxcccd lhroc (3) fed Crom IUCb tank or bcadcr ooo.ooc:tioo. 
S.id lig111, tac:a, pbtcs oc Olbcr ldcntificatloo marten ahalJ be malnwncd In a lep'.blc cooditloo throughout lhc term or this lcuc. 

17. ASSICNM.F.l'ITS: Tbc lease may be lransfarcd "' my lime. All trmsfc:n must rdcrcoce lhc 1euc by the file number aod mllSI be rcoordod ill lbc COUDI)' wbeR lhc ,ru la localod, and 
...., rooordcd lrmlC« or • oopy ca1ilicd IO by lhe County Oak ol lbc COWll)' wbcrc Ibo lrmlCcr la rooordcd mUJC be filed lo lbc Gcoc:nl Lllld Office wiJhlo aiOdy (90) dqs o( lhc cxocutloo 
"*, • p-O¥idcd by NJLC. Socdoa SlJ)l6, ~ by Cho filiq fee praaibcd by lbc Gcocnl Lllld Office rulea lo dTcct oo the dlllc of recdpt by Cho Ocncnl Lmd Office al IUCb 
lrmlCcr or certified oopy cbcn,o{. £wry iramfcnc ahalJ IUCCCCd 10 all righu IDd be IUlljccc to all oblipdooa. llabilitlc:a, llld pcoaltlea owed io the SWc by lbc origmal lcaoc or 'IIY prlor 
lrmlCcroo ol tbe lc:ua, IDchadiq ,ay llabllitieai to lbc - (or mp&id royalties. 

11. lllLASl.5: Lc:Doe mcy rdc:uc die ripu paalCd bcrc:under IO die Stu • IQ)' lime by ~ die rdc&JC la the COWi()' wbcrc this -- ... llillllled IDd film& the rcoordod release or 
ccrufiod copy o1-1a die Ocacnl Lllld O<Iice widiin ~ (90) c1qs after- Its ~ 1CCOG1p1111cd by lbc film& roe pn:8Cnocd by lbc Gcoc:nJ Lllld Office ruJea in dTcct oo lbc dale or 
reccq,t by Cbo Ocacn1 Lllld Off"icc al ad rd- or ccrufiod copy 1bcrcoC. Soch rdc:uc will u ~ 1bc drcct o1 rdC&IUlg Lc:Doe Crom IQ)' ti.billQ' Cbcmotore IICCNOd ID mu o1 Ibo StJIIC. 

1'. UT.N: la~ widl NJLC. Socdoo Sl.136, lbc Sate lhall laaw a lint liai ~ all oil lDd ~ prodllood from Cho m-ca OOYCr'Cd by Chia lcuc co ec,ourc Pl)'IDC*II ol all aop.id 
,o,y.lcy ..cl oCbcr _. al._,. Iba uy become due -scr, cbls leuc. By 8CCqltlllCe ol cbls '-e, Lcuoc gnots lbc Stu, in additioo 10 lbc llce p-O¥idcd by N.R..C. Sec:tioo Sl.136 llld my 
oClla-~ IUIIUIOly llce, m c:xprca ooalTICCllal llce 00 IDd ICQJl\(Y lala'Clt la Ill lcucd miDcnlJ In IDd c:xtncC.cd from lbc lcucd pranl,c:a, Ill proceed, ..tudi IU)' eccnie IO Lcacc 
6- tie ale ol IIICta 1-1 mlocral&, wbcdla- IIICta proceed, ..-c bdd by Lcacc or by • third pmty, IDd all fixtures oo IDd lmproYCmcntJ 10 lbc lcucd prmi.bcs acd In ooo.ooc:tioo wldl die 
prodild.loa or procealq ol IIICta lcucd mincnls ill order 10 ec,ourc lbc pl,)'UlCllt al all ioyaltiea or oCbcr miouata due or lo '-ome due under Ibis leuc llld IO ec,ourc Pl)'Dlcnt al IQ)' d.lmqa or 
ba Iba Lcaor may IUITcr by -- ol Lcuoc'a breach of IQ)' COYallOt or cooditloo al Ibis 1euc, wbctbcr cxprcsa or lmpllcd. This llco llld accuritr lnlaat mcy be forcclorcd with or 
willlollt coun procc,cdiQP lo lbc mmncr prvvidod lo lbc Title I , Ourpta- 9 ol lbc Texas DUllocss IDd Comm- Code. Lcucc .,,.-cc:s that Cho Commlssloocr may rcqulrc Lcucc co accutc 
md .-d 111<:h luwmm11 u mq bo ~ --r IO acknowiodgc, oclXh or pcr{oct Ibis Ua,.. Lcuoc bcrcby rcprclCDII Iba! lhcrc ore oo prior or aupcrior llCIU INloi from •d 
ftUdq to Lcuoc'a ectl.itlcs upoo lbc aboYo-clc:acn"bcd property or Crom Lcucda ooqulsltloo ot Ibis leuc. Sbowd lbc Commluioocr ac aey time cleccrmlnc dJ.lli this ,qxucatatloo ls not true, 
lbCII dac Commlssloacr m.-y clccbre this lcue forfeited as provldod bcrdn. 

M. FORnJTURE: 1! Lc:Doe abaU Cail or rduc IO tllab lbc ~ ol IQ)' aum wilhlo dwtr (30) dqs allcr It becomes due., or I{ Lcuoc or • aUlboriz.cd accot abould knowi.ngl.y mak:e 
-, Cabe rdllnl or Cabe report ~ productloo or ckillliiL or if Lc:uoc tball WI or rdu,o to ckW IQ)' ofTJd well or wclli In eood f'aith u roqulrod by law llld lbc rules and resuiadons 
adopted by lbc Ownmlnloocr o( lbc Gcocnl Lllld Office, or If Laloc abould fall to file reporU 1111 lbc mallllCI' rcqulffll by law or fa!l to comply wldl nalc:a llld rcguudOOI promulplcd by lhc 
Oeoenl Lmd Office, Ibo School LIDd 8-'CI, or the Ranto.d Olmmimoo, or rdlllC die proper authority acocu to the rccorcb pcrtalnlq io opcntioos, or If Lcsscc or • aufhorlz,cd aaa,t 
-.oa&d knowi.ngl.y WI or rcf111e to give oorrect illloraudon lo cbc proper mufboril)', or lalowiailY WI or rdulo lo rumlsb lbc Gcncral Lllld Office a oorrect log al IQ)' well. or I{ 1..- aball 
bowlagly ~ IQ)' al die a.icrial prowloa..a o{ Ibis leuc, or If lbls lcuc la au(pcd IDd lbc UUpimcnl la DO( filed lo lbc Ocacnl Lllld Office II required by law, lbc npll ecquiRid under 
6ia ieMo abaU bo aubjcct IO forf'dbn by lbc Commlaioocr, and M aGaiJ forfeit amc wbco auf!idmtly imonud ol Cho {KU ..tudi 8Ulborf2c a forfeiture, and wbco forfeited lbc - tball 
apla be aubjcct io leuc to lbc lllgbeal bldclcr, IIDdcr lbc ume repudoru oootrolliq tbe ori~ ale ol lcuea. I loweYcr, aoCblq licrclo tball be COOllnlcd u waiving lbc autoalltlc 
~ ol tbls lease by opcndoo al law or by rcuoa ol my apcdal limJi.tloo arillDg llcm.Ddcr. Forfeitures m.-y be Id uldc and this lcuc and all rights fbcreundcr relo.sulcd before the 
rlglm ol IDOCbcr lotervCDc ~ ..w.a«y mdc:oc.c io the Commluicocr ot the OcacnJ Lllld Off"- of futurc oompliaoce with cbc provisions o{ cbc law and ot Chia lcuc and cbc rules and 
~ that m-r be adopted rclatiw berdo. 
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• u : IUVbult:o TRACTS: Ill tbe CYCGI dw k.uc cown a rivat,cd, '- I, bcrcby spoclllc.ally Cl"IIOd lbc rict,1 o( CIIIWIGll dom.wi IIMI coodcmnalioo U l)nMdod for iii N.JLC. 
Sodioal Sl.09l·S2.09l, u a part o(tbe OOl1Sldcn.doo IIKMq to Laaor for tbe CIO'leDMU llcrcia ~ by i-

ll. APPLI BLE LAW ANO ORJLLlNC R.ESnUCTIO : Thu k.uc lhall be tubjcct to all nales and replations, and -aidmCDIS tbcrcto, promulpled by tbc Comm(UlOQa of 
.. OClllcnl uod Office eovauloa «1lliil1 aod producina opc:ndocu oo !'um.- froc School Laocl spocUlQUy mcluduia aoy ni.les promulpled chit rd&IC to plans of opc:ntions, peymeo1 of 
roylllda, and IUditm& proocdurcs, aod dwl be subject to all ocbcr valid ~lea, nalca, re~ ordcn and orduYacca dut -.y affect opc:ndocu -SC.- 111,c provisiOIII ofdw lcuc. Wl&bout 
limJdq die pcnlicy ol tbe forcpq. i.- bawy acrca. by tbe accept.- o1 Chll lcue, IO be bomd by md &bjcct IO lllllUIOry Md replalory pnMSioas rc.l8wla to tbc Gcocnl t..-1 
Officc'a lUdit billi.aa DOdcc ood audit bearinp procedures d provi.DOIII are c:urrauly found III l I Tc:xu AdmlAblntivc Code, ClYpccr • . IIMI Texas N~ ~ c.odc Soctioa.a SL 13$ 
IIMI Sl.137 tbrouct, Sl.140. Ill tbe eva,1 dw lc:asc: cown land f11111Chbod or lcucd or odi«wbc u.aod by • aaviptioo dillriQ or by tbc United Statca for tbc: pw1)0IC of aaviptloo or l)(bcr 
,-pose IDddcnl to tbe opcndoo o( a port.. tbc:a Lcsscc ahall DOI be c:oblled to mlcr or pmac:11--.b 1-i wld1ou1 prior ljlprOval u provided under $ec:(ioo 61 117 o(tbc: Tau W11t1 Code, but 
1-tball be c:otilled IO ckYdop Nd! '-I for oil Md pl by dircctlooal clrillmr, pnmdc,d. ~. dut IIO ,ur{a,c,c *'1hq loaiuoa aq be - IIIM 660 Cect ud spc,caa1 pcna1u1oo a._ 
6e Commlssloaer of die Oc:ocnl 1..-cl Office Ls --,. to male •Y aur<- locatloa - chu 1.160 rocc meaand • nct,1 aqles &C* tbe DC.Va& bulldiud luie or &oia tbe -
4redacd boetom edge of aoy c:b.wid, ahp, or lllmi111 bula wbldi lw bcc:o autboriz.cd by the Ualted Slales u • fcdcnl project for ruture coruwcdoo, "'1ilcbc-w:r I, ncara-. 

lJ. ll£MOVAL o, EQ ll'MF.HT1 Upoo the lcrmUl&IIOII o(tbls kalC for ceu-. '-- ahall DOC, la aoy CYCIIC. be pamllleld to ranove the c:uuia or aoy part o(tbe oqwpmmt from 
-, produc:ina. dry, or aballdoncd -u or well.I without the writtai cocucnt o( the Commlaloaa- ol the Gcocnl Laocl omce or bb authonud rqiraaua11-, aor lhall i..-, ,..,lhout lbc 
writtc:o OOftfCnl of aid CommlssiOOCf or lab euthorlu:d reprcscnwivc rcmow from the lcucd prcmlJca the C&SUII or aoy other equipmc:oc. matmal, machmc:ry, appuanca or~ CJ'i'Oled 
IIJ 1-and IIIOd by Lwcc ill the ~opmc:ot Md produc:tioo of oil or au lhc:rcfrom unbl all dry or abaodoood wellJ have bcc:o pluued and until all slush or refuse pita have~ propcr1y 
llllcd and all brolcm or dixardod lumber, machloc:ry, or debrit lhall have bcc:o ranOYcd froca tbc prcmua to the Alimcdoo of the aid Commlulooc:r or lab autborir.cd rqxaanat,vc. 

K FORCE MAIEURE: Should Lcuoe be pRVCntod from complylna with any c:xprcu or Implied oovcnaot or lhls lcuc, from oooducuna drillio• opcntioa.a thcr-. or &qm ~1n, 
oG .,Jlor Pl tlicrcfi'<lm, al\er dfort ~ lo aood faith. by IUIOO of war, rcbdlloo, riou, llrlkca, fua.. ec:u of Ood or aoy order, rule or reculatioa of covcrnmc:otal authori()', ~ while IO 
~ 1-'1 obllpdoa 10 OCDply with aldl - 1ba1J be aupmdcd ..- propC1" aod AlisCaa«y proo/ prelCOICd to the Commlsdoo« o{ the Oc:ocral Laod Office lo aq,port or 
1-'1 ooot.c:otk. aod '-- dwl IIO( be liable for IWDaac, for failure to comply cbcrcwith (cxcq,e bi the CYCnt of i- opcndoa.a aupmdcd u provided la the rules aod recwa6om 
9dopcod by die School uod 8-"d); aod dw leue ahall be cx1mdod wbllo and ao loq u 1- I, prevented, by aoy IUC:.b -, Crom dril1Jq. rewon;jq opcndoa.a or produc:iq oil and/or 
ps Crom die lca,od preml,a; provided. ~. that IIOChlnc bcmn-sball be OOOJtNOd to IUlpClld the peymc:ot o( rmtab durlna the primary or cxlCDdcd tam. nor to a.bridge 1-·, rict,1 ~ a 
~ under my llppllcable llaMo o{ dw Sak. 

U. UASI: SECUIUlY: Law lbalJ IMO die, b(abal dqroo o( can and all propC1" Afcparcb IO protc,ct Aid prcmbea aod 10 prc:YCDI lhct\ o( oil, pa, and other ~dioc.bcm ~ 
&om uld lcuc. Tbb mcllldcl, but IJ DOI llmhcd to. tbc: lutalbdoo ol all _,. oqulpmc:ol, -i., locb, or ocbcr appropriu prococ:uvc clevicCI OD or III all aoccu polou III lhc 1.,...·, 
produdloo. ~ and ~ l)'1UmS when lhct\ ol b)'diOCll1>ons am oocw. i.- ahalJ be llablo (or the loa ol aoy b~ rcsultm& from tbc1\ aod ahalJ P9Y the SWo of Tc:rn 
,vy.itics tbcrooo u provided llcma oa all oil, ps or ocher~ loll by ,-ol lhcft.. 

U. llDUCTION OF PA VMF.NTS: I( cbiq the primary ICnD., a portioa o( lbc 1-i OOYCred by th.is lcuc la lodadcd wulwl lbc bound.-la o( a pooled amt lhlil bu bcc:o appvwd by 
.. Sdiool Laod Ba.rd la~ with Noni Raourccs Code Scctiooa Sl.UI-Sl.lS3, or U: Ill aoy bme al\er die, cxplrMioa olthe primary 1cn11 or the cxtawicd t.arm. dw lcuc cown a 
.._.. -bcr ol eaa ..._ die IOtlll - cbcn'bcd licrda. Jl9YIDCllll lhlll ..., made OD • per acre bu!, !.c:rcundcr mall be roducod ~ IO lbc DCaDba- ol ecrcs pooled, releuod, 
w ,wdacd, or oCliorwl,e lna'Od. IO .. Jl9YlllCllU dctcna.laod OD • per acn be,La -- Ille - of dw ._ clunq the pnmary IC:rm lbal.l be calou1ldod bucd ..- the lllllllbcr ol ecRS 

OlltJidc Ibo boundaria ol a pooicd mit, or, IC~ the cq,indoa ol tbe primary tcna. tbe ..nbcr of eaa IICllUally rcwnod and OCMrcd by this lease. 

n . SUCCESSORS AND ASSIC : The COYCO.lllU, oooditions aod ..,_nCDIS oootaiJlcd bcrdn ahalJ cxtcod IO aod be biDdlq upoo the bdra, CX«:vlOIS, admlalslnun, - or 
mipl ol Law llada. 

11. ANTIQUTIUS CODE: la the evca1 tbm aoy fClltllro ol archooloebi or ll1*ric:aJ lalaal la c:aoountcrod duriq the ecdvitlcs authorlZJOcl by dw lcuc, Lcuoe will lmmcdiald.y oc:uc 
~ wl wlll •.._lll!dy IICICily tbe o--111 Lwl Office and tbe Tc:xas lliJIOrlCIII C,ommluloo ao lhal lldcqlu,tc mCURa may be W>dcrtalcc:o to proc.oc:t or n,cc,vcr --.Ii dilooYulca or 
e.diilp, • ~ 1-Is apra.sly pl-1 oo eodoc ottbc NKioul lliltoric:.J l'lucnw(ion Mo( 1966 (Pl)-IM6, IO Stltuto 91S; 16 U.S,c.A. •10).1-lball comply with the 
Mdqlikia Code olTcua, ClY.pccr 191, NMlnl RaourcC1 Code, u -coded. 

1'. VENUE: 1- and ia-, liildudiq lc:uoc'a IIUOCCaOf1 ood usllJll, licrcby 'l'"OC thal venue for aoy cluputc 11fUU11 OUI of a pnr,bioo of this lcuc, whether express or Implied, 
...-dilll lalaprc:alioo o( dill lcuc, or rdltina la aoy wsy to th.is lc:uc or IO appllc:ablo c:uo law, -ulell, or eclml4Lslnuve ruloa, aba1I be ill a oourt o( compdml jurudittioa located ill Tnivb 
eo-cy, Sc.Ille ol Tc:us.. 

JI. I.ZASE l'ILINC: ""'"-t IO C1M,per 9 of the T c:x. Bu, • Com. Code, th.is loue IIIWII be lllcd o( rooord la the ollloo o( the Coull()' Oor\ la ~ CIOUlll)' la wbldl all or 11111 J*t ol the 
kuod .,.._uea la loc:med, ood ccrtiflod copies lhcrool must be filed In dlo Oc:ocral Lwl Offioc. Tbc pracribcd filiq fee ahall 1C00111911QY the ocrtilicd copies ICDl to the Gcocnl 1..-1 Office. 
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l L lJCEC'UTION: This o,1 aod gas lease mu.st be signed aod adcnowlqcd by the Lcsscc before 11 iJ filed of record in the county rcconlJ aod In the GcncnJ Land Office of the State of 
Tcxu.. 

LF.SSEE 

TITLE: _____________ _ 

DATE: _____________ _ 

. 
I I 10NY WIIEREOF, witness the signature of the Commiuiooer of the GcncnJ Land Office of the Stale of Texas under the acal of the GcncnJ Land Office. 

; ... 

STAT&OF _________ _ 

COUNTY OF ________ __ _ 

P OVED 

e ccaa~ Lq1.I 
DC 
SD 
Enc __ _ 

(CORPORATION ACKNOWLEOGMEN'I) 

DEFORE MB. the undasi&Dcd aulhority, on this c!,y s-ally appeared--------------------
bowla IO me to be the ~ whole 111111e is 11.1bsaibcd co the forcsoiil1 instnlmc:ot, u . _________________ of 

------------------------------·aod ec:knowlodacd CO me th.ti be acculod thc wne 

Oivai mdcr my luiod aod IC&I of office thls die ______ ct,y o( _____________ _, 19 ____ _ 

Noc.y Public In and for. ____________ _ 

STAT&OF _______ ___ _ 
([NO MD UAL ACKNOWLEDGMENT) 

COUN'IYOF ___ _ _ ____ _ 

Defore me, the ltlldcnlgnc,d aulbority, on thlJ c!,y ~ly oippcarcd. ____________________ _ 

bowla IO me to be the ~ v..'bolc names in subsa,'bcd CO !he forceom1 instnlmcot, aod aclcnowlcdccd CO me th.ti they executed the 
- for tbc pwpolCS aod ooa.sldcntioo lhcrclo cxprcucd 

Olvai under my hand aod ICal o( office thls thc _____ __:d,y of _____________ _, 19 ____ _ 

Notary Pub1ie ID ond for ____________ _ 
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September 17, 1998 

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

Dear Mr. Lodge: 

Thank you fo r participating in the State of Texas Oil and Gas Lease Sale held on August 4, 1998. 
I am pleased to inform you that the Will iam Herbert Hunt Trust Estate was the high bidder on 
M L. 0 . 1-36 which have been assigned the lease number M-98598 through M-996 2. 

The lease agreements are enclosed and wi ll 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 subrrut a certified copy of the recorded leases to the 
attention of Kristin Anderson-Davis at the Texas General Land Office. These requirements are 
material provisions of the lease; therefore, please re turn the certi fied copies at your earliest 

convenience. 

The lessee's other contractual and statutory responsibilities are outlined in the lease agreement, 
such as ection 6(B), which requires operators to submit written notice of all drilling, production, 
and related activities. When lessees file specific forms with the Texas Railroad Commission, 
they are required to submit copies of these forms to the Texas General Land Office. Examples of 
these forms are: W- l , Application to Drill, Deepen, or Plug Back; W-2, Oi l 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 Sta tus Report; W- 12, Inclination Report; 
Electrical Logs (any scale and within fifteen (15) days afier they are made); Directional urveys. 

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

incerely, 

Robert B. Hatter, Director 



GJ 
,-A· qq 0J'f -----------
TRANSMITIAL LETIER 

File Dated 
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~ u s t i n , 'Qtexas 

WHEREAS, punuanl to the Texas Nllural lwourca Code a..p..cn 32, 33, 51, llld Ciaplcr 52, Subchaplcn A·D and 11, (said Code bdns bcrdnaller referred to u N.ll.C.). llld 111bje,ct to all 
rules and regulations promulp1cd by the Commissloocr of tho Ococnl Land Office llld/or the School Laod Board punuao1 thereto, and .U other ~o 1131UteJ and amendments ID aid 
N.R.C., the foUowlna area, to-wit: 

SECTION JJ, BLOCK ~ PUBLIC SCHOOL LAND URVEY, R££Vt'.S COUNTY, TF.XAS, COl'<TAININC Al'PROXJl'ttATELY 640 ACRES AS SHOWN ON Ti it: 01'1'1 lAL 
MAP OP REEVES COUNTY O FlLt: IN Tir:t: TEXAS GENERAL LAND OFFlCE, AUSTIN, TEXAS, 

was, after bdna duly advcrtacd, olTc:rcd for lease oa the 4th ~ of AuCUJI, 1998, 11 10:00 o'clock a.m., by the CommiJsioner of Ibo Ococnl Lmd Office or tho Swo ofTcxas and tho School 
l..lod Board of the Swo ofTcx.u, for tho IOle and only purpoMl ofprolJ)CCtins and drillina for, and producing oil and/or gas thal ~ bo found and producod from tho above dcxnl>cd Ilea; and 

WI IF.RBAS, after all bids llld rcmittmea which wcro rccdved up to laid time have bca duly considered by tho Commimoocr of tho Clcocnll Land Offico md tho School Land Board II a rcgubr 
mectlng thaeofin tho Ococnl Land Office. oa tho 4tll ~ of Aup,t, U98, bc:rdnal\cr the "effective dalo" lllld it - found IIDd determined lhai TITAN RESOURCES, LP. whole addrcu Is 
SOO W. TEXAS, surr,: SOO, t.UDLAND, TX 79701 bd olTCl'Dd the hiabcst llld best lid for a lcuo of tho 1R1 above dcxn'bed llld is, thad'orc, entitled Ill rcc:eive a lease lhcn,oa; 

NOW, TIIER.EFOR.B, t. Glny Mauro, Commiss1ooer of the Ococn1 Laod Ofiicc, o.ftho Stato ofTcx.u, badnalla-101Dctimes referred to as •t.caor; wboee addrcu b Auslin, Tex.as, by vil1Ue of 
the 111tbcrity vcslCd in me llld In coasldcralion of the s-ymcnt by the bcmnaJlcr dcsllJIIICd 1..-, Ibo IWII or 1lLlny -rw. 1bousaod Sb llwwln:d l'wauy Sevn1 a nd 20/100 Oollan 
($31,,27.lO). rc«ipc of wblcb b hereby acbowicdiccl llld o{ tho royaltia, COYCIW>IJ, sripuwioa.s and cooditioru cootainocl llld bcrcby agrc,c,d ID be paid, obecr-' and performed by 1-. do 
hc:rcby clembe, gnot, lease llld lee wito the above mentioned bidder 1bc exclusive right to prOlpCCI for, produoo and talco oil and/or pa Crom tbo aforesaid area upon tho followina tcnns 111<1 
conditiOftl, to-wit: 

I. RESERVATION: Thero iJ hereby o.cep«:d IDd rcscr-i to LcSIOt tbo fuU use of the property COYa'Cd hereby 111<1 all rip with respect to the _.{acc, llld .ui..rr- tbcroo{(or my and 
all l)W1)C*I exccp1 mo.e gnmcd and ID tho ext.au bcf'tin gnntcd to LcsJcc, IDldhcr with the rights of inlJ'CSI llld cpa.s and me of Aid lands by Lc:aor llld its miDcnl !cs-. for l)W1)C*I of 
exploring ror and produc:ina the millcnls which ..-c not oova'Cd, or "iudl may DOC be OOWf"cd in the fllrure, l.mdcr the tcnns of this lcuc, but which may be IOCllcd withla tho surf- boundaries or 
tho leased area. All or Ibo rights in and to the leased prcmbca rcuincd by LCSJor llld all of tho ngbts in and to tho leased prcmbca pmtcd to Lcsrc,c llcmn &ball be cxad,cd m such a manoc:r I.bit 
odthcr a.hall unduly interfere with tho opcn.tion, of the other. 

l. TERM: Subject ID the other prvvlsloa.s hereof, thb lcuc abal.l bo for a 1a111 of tin (5) yan from lbc effective dato hcrcof(bc:rdo called "priml,y tam°) llld as Iona thcrcaftc:r a, oU or ps 
Is produced ID plying quantities from said l1'CL 

3. DELAY RENTALS: lfno wdJ be~on tho land bcrcby lcucd on or bdORI tho annivu-,. d.io oftbb 1-, this 1-ahall lalllinMou to both J*btS unlca tho t.-on or 
bd'ORI said dato shall pay or teodcr to tho Commlsaloncroftho Ocncnl t...d Ofilco of tho Stale ofTc:xas II Alllti.n., Tcxae, tho....,. or 0-Oolbr (SLOO). pu acn., which aba1J opcnlo .. rental 
and cover tho privilcao of dcfenina the commeocc:mt111 ora wdJ for twelve (12) months Crom said d.uo. In lilcc manner llld upon lib JNl)'fflmts or lc:lldcn tho commencancnt of a wcJI may bo 
further deferred for lilcc periods of the same number of months IIICCmivdy durina tho pnmary term bcrcof. 

4. PRODUCTION ROY AL TIES: Subject to the provisions for royalty rccklctlons Id OU1 ID .ut,p.nirapb (E) of this pm1IIJ"lpb '4, upo11 produc:tion ot'od IDdlor ps, the Lcace qrces ID 1)11)' 

or~ Lobo paid to the Coaunissioacrof lhc Ococral t...d OIIlcc In Austin, To.a.,, for tbcuo and benefit of tho SWc orTcxu, durina tho tcrm bertor. 

• • • 
• (~ OIL: lu a royalty co oil, which Is dcfuicd as including all bydrocatbons produced In a Uquld form II tho mouth of tho wdl and alJo .U ooodeoP•c, distillllc, and other 1lquld 

b ~ l'CCIOV=d Crom oil or ps run through a .cperator or other cqulpmcnt, u hcrclnaJ\er provided, 115 !*I or tho .,_ produc:tioo or the mark:tt value thtrco(, 11 the option of tho Leuor, 
¥tlluclo be delamlncd by I) tho hi&hcst poslcd price, plus premium, If any, offc:rcd or Plld for on, coodemalo, distillac, or other liquid hydroc:arboru, rcspecti¥Cly, of a hkc typo and p-avity 

in ~ general area where produced and when run. or 2) the hiahesl marut price thereof offered or paid In the general area "'hero produced and when nm, or 3) tho JnlU proceeds of the aale 
thereof; whichever is the greater. Lcs.scc agrees tlw bc.foro any gas produced from tho land bcrcby lcascd Is sold, used or procc$SCd In a plant, it will be run free of c;op to Lessor througb an 
~ and ps ,cparalOr or coovcntlooal typo or other cqulpmcnt II least u cfficlcn1 to tho end I.bit all Uquld hydrocarbons rtlCO\laablo from Ibo pa by such means w,IJ bo rccovcred. Upon 
,..;. l or Lasor, the requirement thal such gas be run through such a separator or other equipment may bo waived upon such terms and cooditiom a, prescribed by Lessor . . 
•: • ('17 ~ON-PROCESS£.D GAS: /u I royalry CO any ps (includlna Oarw ps). INblch lJ dcf111ed U all bydroc:arboru and gaseous RJb&uu>ca DOC dtruicd IS o,J in RI~ (A) above, 

produced lrom any well an said land (cxccp1 as provided bercin with respect 10 ps processed In a plant for the cxlTICtioo of p,oline. llqwd hydrocarl>oru or other produets) g_ part of tho 8JOU 
prod 'oa or the marlcec value thereof, at the opdoa of Ibo Leuor, 111ch value 10 bo based on tho hl&hcst marlcec prico paid or offered for BM of comparable quality ID the gencnal area where 
~~ and "'hen run. or the gross price paid or offered to tho prnduccr, whlc:hevcr Is grutcr provided that the maximum prcaure bis. m lllCUlrt!l: tb ;i:s tr"de- :hl, la:e cc:i:t'°'..Cl t!::!J 0:; 11 
an:,.~ 14.65 pounds per square Inch ablolutc, and lbc SlaDdatd hue tcmpcralUte shall be sixty (60) dc8fCCS Fahrenheit, com:ctioa 10 be Olide for pressure accordina to Doyle's Law, and 
for spccift5 SBvity according to lest made by lbc Balance Method or by the most approved melbocl or testing being used by the lnckasuy II the time of tatina. ...... 
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(q PROCESSED GAS: AJ I royally on 1ny gu processed in I gasohne pl1n1 or other plant for lhe recovery of gasoline or other hqwd hydrocatboM, 1/5 part of the residue gu 1nd 
lhc liquid hydtocarl>oru cxtnc1ed or the m1rkct value lhcrcof, 11 thc option of the Lessor All royaluCJ due herein shall be based on one hundred pcn:cnt (100%) oflhc tow p11Dt producuoo of 
rcsidue gu 11oibu11ble to gu produced from thu lcuc, and oo fifty pcrccnt (50%) or th11 percent 1«nJing 10 LcsJce, wb,cb~r 1J the greater, of lhc I.OW plant production or liquid 
hydrocarbons, 110,bu11blc to the gu produced from thu lcuc; provided thll if liquid hydrocarbon.I 1re recovered from gu processed 10 1 pl1n1 in ""hich Lessee (or 11J pamit, aubsldJlfY or 
affilia1e) owns III interest, then the pcrccnllgc apphClble 10 liquid hydrocarbons ahall be fiRy percent (50%) or lhc highCJt pcrccot 1«nJ1ng to I lhml party proccs.siog gu through such plant 
under I processing 1grccmcn1 negoti11ed 11 inn,' length (0< if lhcrc b no such lhird petty, lhe rugbCJt pcn:cnt lhcn being spcc:lfied in proccumg 1gr,:cmcn11 0< cootracu lo I.be mduSlly), 
whichever b the greater. The rcspceove royaltiCJ on rCJiduc gu 111d oo liquid hydrocarbonJ shill be determined by I) lhe highCJt market price paid 0< offered for IDY p.s (or liquid 
hydrocarbons) of companblc quality in the general lfU 0< 2) the gross price paid or offered for such rwdue gu (0< the weighted 1vcragc gross selling price for the n:spca:ivc gradcJ of liquid 
bydrocarl>otu), whichever b the greater. in no ~t, however, shall the royalties p1yable under this paragraph be ICSJ lh111 lhe royalties which would have been due bad lhe ps not been 
proccsscd. 

(D) 011 I ER PROD CTS: AJ I royalty on Clfboo black, sulphw- or IDY other productJ produced or m111uflCtUJ'Cd from au (cxccpuoa liquid hydrocarooos) whether said gu be 
"culoghead, • "dry" 0< IDY other gas, by fISCtionating. bumina 0< 111y olhcr processing. 115 part of arou production of such products, or the market value thereof, 11 the optioo of Lessor, such 
mmet value to be determined u follows: 

(1) On the basis of the highest marltet price of each product, during the llllle month in which s:uch prodU<:1 b produced, 0< 
(2) On the buls of the 1vcrage arou sale price of cach prodU<:I f0< lhe same mooth in which such products 1re produced, whichever i, lhe greater. 

(E) V ARIA DLE ROY AL TY: (i) Subject 10 lhe other provisiOOJ of th!J lcuc, it i, hereby provided thll In the ~t productioo in p1ying quantities ii CSl.lblishcd punuaol lO the terms 
of lbiJ lease 1nd such production i1 brought on line ll!d ulcs lhcrcof lfC commenced within twenty-four (2•) months of lhe cfTcc:tive date hereof, lhe royalty rate provided bcrcin &ball be 
reduced to IS. 7S"/., Ind shall apply to each subsequent well drilled ll!d produced oo the land covered by this lcuc. Provided that, if dw-ing such twenty-four (2•) mooth term durioa which 
Lessee m1y cam I reduced royalty rate of IS. 7S"/. u herein provided, Lessee abould drill in good faith 111d complete lhe first well u I dry bole oo the lllld covered by lhiJ leuc, Lessee m1y 
receive I tbrcc (3) mooth extension of the term in which to cam I reduced royalty rate by gjvin1 IIOllice lO the Commbslooer of lhe Gcneral Lind Office, commencing driUina opcnl.iOOJ oo ID 

ldditiooal well prior to lhe expiration of such three (3) moolh period 111d prosc,cutiog diligently ll!d in good faith lhe drilling of such ldditiooal well 1nd complctlng umc liO tblt production in 
paying quantities is CSllblisbed Ind so tblt ruclt productioo b brought on line ll!d &ales thereof 1re commenced prior 10 the cxpinrloo of suclt three (3) month c:xtcnsion period. 

(u') lo the event production in p1ying quantities is established pursuant to the tcrmJ of Ibis lease 1Dd such productioo i, brought on line 1Dd ules thereof 1n1 commcoccd alter the 
expiration of twenty-four (24) months from the cfTcc:tive date hereof but prior to the cxpintJoo offorty-cight (41) months Crom the cfTcc:tive date hereof, the royalty rate provided herein shall be 
reduced 10 1'.37S'Y. 111d ahall ipply to each subsequent well dtilled 1Dd produced on the land covercd by this lease. Provided that, if during such twenty-four~) mooth la1D during which 
Lcsscc m1y = 1 reduced royalty l'lle of 19.375"/. u herein provided, Lessee abould drill lo good fallh and complete the first well u I dry bole oo the h111d covered by 1hu lcue, Lessee m1y 
rccdve I tbrcc (3) moolh c:xtcnsioo of lhc term in which to cam I reduc.cd royalty rate by giving notice lo the Commwlooer of lhc General Land Office, commcocioa drilling opcnl.ioa.s oo 1111 

additional well prior 10 the expiration of ruclt three (3) month period Ind prosecuting diligently 111dl in aood faith the drilling of such additional well 111d complctln1 ume IO that productioo in 
p1ying quantities Is established Ind so that such productioo IJ brought oo line 111d ules !hereof 1n1 commenced prior to the cxpinrloo of such three (3) mooth cxtcnsloo period. 

(JI) NO DEDUCTIONS: l..cSJec agrees that all royal Lies acc:ruing lO l..c:JJor under this lcuo shall be without dcductioo for the cost of producing. transporting. and othcrwlJc making the 
oil, gu Ind other products produced hereunder ready for ule or use. 

(C) ROY AL TY lN KIND: NO!Withlllnding 1Dytbing coolliocd bcrcio 10 lhc cootrwy, l..cslOt may, 11 111 opdoo, upon not less thin 60 dlys ootice to Lcucc, rcquin: 111 111y Lime or Oom 
time IO time lhll paymen1 of all or IDY royalties accruina to Lcuor under this lcuo be llllldo ia kind without dcductloo for the cost of producing. pthcring. IIOriog. ICpM&ling. trclWI&, 
dehydrating. compressing. processing, transporting 1nd otherwise maldn1 the oil, ps and other producu produced bcrcundcr ready for ule or use. Lcslor'a ris)u lO take ill royalty in lciod 
aball not dlmtnub or negate Lessol"a rightJ or Lcsscc'a obliptloa.s, ~er c:xprcs, or implied, under this IC1SC. 

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be ~eon my ps u m1y rq>rcJalt thi, lease's proponiooalC ahlfC of my fuel used lO proceas p.s produced 
bc:rc:undcr in 111y processing plant. NO!Withsllllding mytbing contained bc:rcin 10 Ibo contrary, Ind subjcQ lO the COlllCOI in writing of Ibo Commls.slooer of lhc General ILaDd Office, ~ 
mil)' n,cycle au f« au lll\ purposc:a on lhe lc.ucd prcmbcs 11\er the liquid by~ contained in the gu have been removed, and no royalties shall be payable oa tho PJ so recycled uni.ii 
such lime u the 11111e may thcrwler be produced 111d 10ld or used by l..cSJec in such manner u to entitle l..c:JJor to a royalty thereon under the royalty provisions of this IC1.SC. 

(I) MlNll'tfUM ROY ALTY: During IDY ye1r 11\er lhe c:xpiratioo of lhc pnmll)' term ofthb !cue, if this lcuc b maiollloed by productioo, the royaltics paid lO Lessor in no event aball 
be ICSJ than III lfOount equal 10 the total annual dcl1y n::otal herein provided; OlhcrwlJc, lhcre &ball be due Ind payable on or before the lut day of the mooth succeeding the annlvawy dale of 
this lease I sum equal lO the total annual n::otal less lhe lfDOUOt of royaltics paid during lhe prcc:cdina )'Cir, 

(J) MARGINAL PRODUCTION ROY AL TY: Upon Lcssec's written applicatioo, lhe School Lind Board m1y reduce lhe royalty rate ICI out in this p1t1grapb and/or lhe minimum 
royalty ICI out in subparagraph <I (I) 10 c:x1cnd lhe coooomio life of Ibis lcuo 111d ctlCOW'A&C rcoovcry of oU 0< gu tbll might otherwise remain unrecovcred. Any auch royalty rcductioo m\111 
cooform to the rcqulrcmen11 of 111y Sd>ool Land Boud adminlstratlvc rules oo this subject. Royalty mil)' not be reduced below the 1pplical>le lllllltory minimum. 

S. ROYALlY PAYMENTS AND REPORTS: All royalties DOI liken in kind ahall be paid 10 the Commwloner oflhe General Land Office II Austin, Tau, in the following manna: 
Payment of royalty oo produ.ctioo or oil ll!d g:u aha1I be u provided in the rules act forth in the Tau R.ca!Jtcr. R.ulcs CWTCOtly provide tbll royalty oo oil Is due ll!d must be rccclvcd io the 

Ocneral Land Office oo OI' before the 5th dly of the ,ecor,d moolh auccecdin1 the mooth o( produclioo, and royalty on p.s IJ due Ind must be received in tho General Land Office on or before 
lhe ISlh dly o( the secood mooth succc,cdjng the month of production, 1CC01Dpe.nied by the affidlvil of the owner, manager or other 1uthoriud 1genl, completed in the form and mmmcr 
prcsc:n'bcd by the General Land Office ll!d showing the CJ'OP 11111ount Ind dispositioo of all oil andl ps produced Ind lhc market value of lhc oil and gas, logctber with I copy of all doc:wnenll, 
records or reportJ confmnin1 the groc., production. dispositioo and iuricet value includlna au meter read.inas, pipclinc R>Ceipu, p.s line recelpU ll!d olhcr cbecb or mcmonoda of 11111ount 
produQcd and pul into pipelines, tanks, or poolJ and au lines or p, stora&c. IOd 111y other rq>OIU or records which the Gcncral Land Office may require to YUify the arou production, 
dispocitioo ll!d mll'ket value. lo all c.ues the authority of I ma.nqcr or agent 10 ICt for the Lcucc bcrc:in must be med in the Gcncral Land Office. Each royalty payment &ha1J be ICCOmpe.rued 
by 1 ~ $ b, achcdulc, IWDDllfY 0< other rcmltllllce advice showing by lhc usllJ)cd General Llllld Office lease number the lfDOUOl of royal1Y bdn1 paid oa each !cue. l( Lcsscc pays biJ 
~ ct1,ir before thirty (30) days 11\er the royalty payment wu due, then Lcsscc owes I penalty of 5% oa the royalty or ru.oo, whichever is p-c11cr. A royalty payment which is ovr:r thirty 
(30} • lite ahall lOCl'IIO I penalty of 10% oflhe royalty due or ru.oo whichever Is greater. lo lddltloo 10 1 penalty, royalties ahall lOCl'IIO lntaUI 11 1 rate or 12% per yew; IUcb intcre1t will 
be~ ~ 8 when lhe royalty Is alxty (60) dlys overdue. Affidlvlll ll!d aupportlng doc:wnenu which lfC not filed when due &ball incur a penalty in ID 1mount act by the General Land 
OfficeJK!mioistratlvc rule wblch b cffcc:tive on the date when lhe affidlvitJ or aupportlng documenll were due. The Lessee abalJ bclr all responsibility for plyina or awsing royaltics to be 
paid u ~ bed by the due date provided herein. Payment of the ddinquc:ocy penalty shall in DO way operate IO prohibit lhe Swe'a right of forfciwro u provided by law oor ICI to porlpOOC 
lhc c:tat\2,3 t,wcb royalties were originally due. The lbove penalty provlsloos &ball noc ipply in casa of title ditputc u to the S111c'1 portloo of lhe royalty 0< to tbll portloo of the royalty lo 
~! ti to fair market value . 

• 
\'! t ..(}~ ERVf.S, CONTRACTS AND 0111ER RECORDS: Lcssco ahall annually furniah the Commlssloocr of lhc General Land Office wilh IIJ best possible cstlmatc of oil ll!d au 

rcsc:rv;s underlying lhla lease 0< allOClble to this lcuo and &ball fumlsb aald Commlsaloocr with copies of all cootnocU under which gu i, ,old or proccsscd IOd all subsequent ap-ecmenll ll!d 
IIIDCIJ.dmcnlJ to such cootrlCIJ wilhin thirty (30) dlys alter entering Into or maldng IUch coo~ agreemenll or lfDendments. Such contnclJ Ind agrccmenll when n,ccivcd by the General 
i:...d' W .:.ahall be held in confidence by the General Land Office unless othcrwlJC 1Utborizcd by Lcucc. All other contnocU Ind records pcrtainioa to lhc productioo, trmsportadoo, aale anJ 
mlrMAf of the oil ll!d gas produced on &aid prcrolscs, includio1 the boob and ICCOWIII, rccdpU ll!d diJdw'aes of all wells, tanks, pools, mctcn, and pipelines &ball II all times be subject lO 
lnffii~ ~ cu.minltioo by the Commiuiooer of the General Land Office, the Auorncy Gcncra.L, the Govern«, or the rcprCJC11lllivc of 111y of them. 
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(D) ORJ LLI 'C R£CORD : Wnucu DOtJce of all opcnuoru oo lhiJ lease &ball be aubm,tu:d to the Commlmoocr of the Gc:ncnl Land Office by Lcsscc or opcntor live (5) dlya before 
spud date, woricova-, rc-cnll')I, tcmponry abandoomcru or plug and ebandoruncnl o( ony wdl or ,.ells. Suda wnttcrl DOtJce lO the Gc:ncnl Land Office &ball u,ch,de eop1es of Raiiro.d 
Commissioo formJ for applicaooo lO dnll Coples of we.II Luu, complctlon re.pons Ind plu131111 reports &ball be aupphcd lO the Gc:ncnl Land Office II the bme they are filed with the Tcxaa 
Railroad Comm1uioo Lcssoc ahall supply the Gc:ncnl und Office with any ttCOrds, memoranda. IICCOWIIS, rq,oru, cvrungs Ind corca, or other mform11100 rcl111ve to the operatioo of the 
aboYo-dacnocd pmn,sa, which may be rcqueaud by the Ocncnl Land Office, 111 adcb11on 10 those bcre10 aprusly pnmded for Leu« $hall have on dc:cuical and/or radi01C11v11y aurvcy 
made on the bore-bole accdoai, Crom the base of the awf1ee eas1111 to the local dcpch or --11. of all ,.d is dnllcd oo the above dt.scnocd pmntsa and ahall 1nnm111 a true copy of the log of cacb 
survey on each --11 to the Gcocnl Land Offioe within fit\ecn (IS) dly1 after the mwo1 of aald aurvcy 

(q PENAL TI ES: Lcsscc ahall mcur a pcnaliy whenever re.pons, docwncnu or other materials are not filed III the Ocncnl Land Office "'hen due The pcnaliy for Ille fihng shall be act 
by the Ocncnl Land Office adminiJU'allve rule wblch is dfcdlve oo the dale wbcu the matenala WO'C due UI the Ocncnl Land Office. 

7. R£T AINED A CREA CE: No1whlu1a11ding any provuloo of this lease 10 the cootnry, after a wdl produang or capable of prodUct11g oil or gas b.u been compleled oo the leased 
pmniscs, Lcsscc shall cxCTClsc the diligcncc of a re&.IOIUbly prudent operator III drilling such adcbtion.al wdl or --111 as may be reasonably necessary for the proper dc:velopmcnt of the leased 
pRmiscs and in mat\:C'llng the prodl.lCl.ioo thereon. 

(A) VERTICAL: lo the c:vait lhis lease Is in force and dfect rwo (2) ycan aJler the c:xplralloo dato of the primary or extended term i1 shall then tcrmtllltc u to all of the leased prcmbca. 
EXCEPT ( I) •o IICt'CI IWTOWJdina each on --u capable of produdng in paylna quantities and 320 ecrct IIWT'llWMlina cacb p.s --u capable of producing In paylnJ quantities (lndudina a shut· 
in oil or p.s --u as provided in Paragnpb 11 bawl). or a ,.di upoo which Lcsacc is then cnpaed lo continuous ckillina or rcworlcing operations, or (2) the nwnbcr of acres Included in a 
produclna pooled unit punuanl lO Natural Raourccs Code Scc:doru 52 151-52.153, or (3) such srwer or lesser nwnbcr of aau u m.y then be allocalcd for production pwl)OICI IO a prcndoo 
unit for cacb such producing wdl unda the rules and rcaulations of the lwlroad Commiuioo of Tcus, or 111y successor qcocy, or other govemmcutal authomy havin& jumdic:tlon. Within 
90 dly, of a partial 1crminatioa of lhiJ lease In accordanoe with this au~ and upon peymcu1 of the minimum filing fee act by Gcrlcra1 Land omce rules ui dTce1 • the time ol the 
partia1 1a111inadon, Lc:ucc $hall have the right lO nbtala a aarface lease for lngrw and cgrw on and ecroa the tamlaaled portloa of the leased premises u may be rcasooably DCICC$III')' for the 
continued opcndoo of the portions or the lease rcawninJ in force and dfocc. If Lcuee fails to apply for a arl1ee lease withUI the 90 day period rpec,ficd above, Lcssc,c may apply for • 
our<- lease from the Laod Omoe, but the Land Commlssloocr bu the ducrc:tioo to grant or deny -.b applJadoo and to act the fee for such surf1ee lease. 

(B) IIORlZONTAL: lo the evait lhis 1eue b In force and dfce1 two (2) ycan afler the eiq,uadoo dale olthe pnmary or CXICrlded lam 11 ahall f'urlhcr lcrmilWC as IO all depths bdow 
100 feet bdow the tocal clq,lb drilled (betdna.f\« "dccpcr depths") In cacb well locaud oo acreage~ In Pvaanq,b 7 (A) above, unless oo or before two (2) years a.f\a the primary or 
extended 1am Lcsacc pays an mD0\1111 equal lO onc>half (1/2) o( the boous oripnally paid u oonsldcradoa for thb lease (u specified oo pqo I hereof). If such amount Is paid, thb lease sha1I 
be In force and dTcct u lO JUCb dccpcr depths, and aaid tenninatloo ahall be ddaycd few an additional period of two (2) ycan and ao Ions thereafu:r u on or p.s lJ produecd In peylng quantilles 
Crom JUCb dccpcr depths cowrcd by this lease. 

(q lDENTIPlCATION ANO fllLlNC: Tbc swflCC aauge rculncd bemuldc:r u lO cecb well ahall, u nearly u pnc:tical, be in the form of a square with tho wdJ localed in the c.cnl.cr 

tbercof, or IUcb olher shape u may be approved by the School Land Ooard. Wlthlo thley (30) dlys all.er pa,tlal tenninatloo. of this lc:ue u provided herein, Lcuce &ball cxccvtc and record • 
rclcuo or releases cootalnlna a utW'actocy kpl dc:scriplioo of the acreage and/or depths DOI retained bcrcundc:r. The recorded rclcaJC, or a ocrtified copy of same, aball be filed In the OcnenJ 
Lmd Offioc, 11C00111pcied b)' Ibo lillna fee prcso;bed by the OcnenJ Land omcc rut .. In dTCCI oo the dale the rclc:ue is ftlcd. If Leaee fails or rd'uscs to cxccvt.e and record such rclc:ue or 
rel- within ~ (90) day, aft« bd.og requested to do ao by the Gc:ncnl Land OOioc, then the Commissioner at bu IOle diJcn:tion may dcsi£D&LC by wrincu ltutrumcut tho acreap and/or 
dqichJ to be released bemmdcr and record ouch lmuumen.t at Lessee's cxpcnsc In the county or countiai "''bcro the lease Is localed md in the official records of the OcnenJ Land Office aod 
such dc:slpotioo shall be blndloa upon Lessee for all purpoecs. If II any time afler the dToctivo date of the partia1 lennlnatloo provWoo.s bercoC. the applicable field rules 11re cbanaed or the 
wdJ or wdls located ~ WC recLusffied IO that less acrcage Is thereafu:r allocalcd IO Aid wdJ or wcJJ.a for produc:tloo purposes. this lc:ue shall thc:rcvpoa <crm.laale .. IO all actta(e DOI 

thcrcallcr allocalcd to aald well or wdls for produc:doa purJ101CS. 

I. OFFSET WELLS: If on and/or gas ahould be produced In oommcrdal quantities from a wdJ IOCIIICd oo land privatdy owned or oo Swc land leased 11 • lesser royalty, wblch well 1J 
wilhl.D ooe tbousmd (1,000) 'feet ol lbc area l.ocludcd bcrcln., or which wdJ b ~ the area oovcrod by thb lease, the Lessee aba1l, within li.xty (60) day, afler IUCb Initial produc:tloo !tom 
the dnlebla wdl or tho well ioa.cd within °"" tbousmd ( 1,000) feet from the ..... ooYCrOd by dw l.euo bcp.a In ,ood faith and pra.eeulc dillsauly the drl.lll.n& of., oi&d wdl oo the .,... 
cowrcd b)' this lease, Ind aid, offid wdl sball bo ckillcd to such dcpch u ml)' be -,, to prcYCl1I the undue cln.io.aae of the area oova-cd by lhiJ lease, and the 1-. manager or dn1lcr 
sball uc all means necessary in a eood Caith dTort lO malcc web ofrsct wdJ produce oU and/or ps In oommcrdal quantities. Only upoo the delamlnadoo of the Commlssioocr and with bu 
wri11t:11 -i,proval. may tho peyment of a compensatory royalty Alisfy the obliptloo to ckiU III olud wdJ or wdls roquiRd under this Pwqn,pb. 

, . DRY IIOLfJCESSATION OP PRODUCTION DURING PRJMARY TI:AAI: 1J', durin& tho primary 1crm hereof and prior to dlJcovay and produc:tloo of oll or p.s oo aald 1md, 
Lessee abould ckiU a dry bole or boles ~ or Lr during the primary 1crm hereof and at\cr the dlJcovay and acruaJ produc:tloa of on or p.s from the leased premises such poouc:tloo thcrcof 
should oeue Crom aoy cause, this lease shall DOI tcrmlnale Lr oo or before the expiration of aixty (60) day, from dato of complc:tloo of said dry bole or owadon of produc:tloo Lcuee 
oommcoccs additional drilllng or rcworidn.a op<nt!on, thCl'COD, or pays or tcndcn the next annual delay rental in the same manner as provided lo this lease. I!, during the wt y- o{ tho 
primary term°' within aixty (60) day1 prior tb=to, a dry bole be completed and abaodoned, or tho produc:tlon of on or p.s should cease for any cause, Lessee'• rigbu aba1I remain In full force 
aod dTcc:c without funher opcndon, until the oq:,lntloo of the primary term; and If Lcuce lw DOI raumed production In peylng quantities II the c:xpintioa of the primary term, Lcssee may 
maintain dils 1cuc by ~I additional ckiUlng or rcworidna operation, punuan1 lO ~ I 0, IIS!na the oq:,lntloo of the primary term u the dale of owadoo of production unda 
l'lnp,lpb I 0. Sbowd tho firlC well or ,ny ..,blcqucnt wdJ ckilled on the aboYc dclc:n1>od land be oompletod u a sh111-ui oll or p.s well within the primary lCnD bcrcoC. Lcac,o may l'CIUIDO 

~ ol tho -...i rclllal la tho ume IIUlltlCf u provlded bcrdo oo or before tho rcotal payln1 dD followiq thc a.plratloa ol li.xty (60) day, from the dale of oomplc:tloo of .di shut-in on 
or ps wdl Ind ~ tho f'alhre IO make ..x:11 il"Ylllcnt. lhlJ lease ahal.l lplO CllClo lcr1ll.loac.e. t{ at Ibo c:xpiratioa of the primary term or any time thercaJlo- a sh111-io oil or gas wdJ is toe.led oo 
Ibo lc:acd premises pqmcnu may be ma6c lD acoordlDoc with the abut-ID provlsiolls bcn,ol. 

10. CESSATION, OIULLINC, AND REWORKING: If. afler the c:xpiratioo of tho primary liCl1II, production of on or ps &om the leased prcml-. aft« 0000 oblaincd, should ccue 
&c. my -. lbls 1cuc lhall DOI knn1- lf Lcssee comm- addidooal clrillilla or rcworidn.a opcndoo, wilhlo li.xty (60) day, afler .di cessadoa. aod this 1cuc aball rem.am la full 
(oroe aod d!cc:c for ao loo& u -ii opcrMlona contlnuo In eood faith aod In wntbnanlike IMMO' wlthoul IDlcm,pdons IOWlo& more than aiXI)' (60) claya. If JUC:la drilliag or rewor1da& 
opcndms -11 in the producdoo of on or ps, the 1casc sha1I remain in full force and cfi'cd for IO Ion. U on or Pl U produced from the leased prcmlses i.D ~ quanti.tics or Pll)'IDCDl ol 
1111111..a ~ ~ wdJ royalties or~= of c:ompcnsatory royalties Is mldc u provided bcrdll or u provided by i.w. If the drilliq or rcwondna opcntion.s rcswt ba thc oompletloa of a wdJ 
as a ~~Ibo 1cuc will DOt lCnDinatc Lr the Lcssee oommcncea additlonal dt!lllna or reworldn• openitloru within aixty (60) dly, afler the complctioo of tho wdJ u a dry bole, and this lc:ue 
shall ~ • dTcct ao long u t.- oootinucs ckiUlng or rewondaa opcnlions In eood faith and ui a -1aunlib mat111Cr without ln1c:nupdon.a lOtallng more than aixty (60) day,. Lcasce 
aball ,Jl;t writ!cn DOlice lO the Gc:ncnl Land Office within thirty (30) day1 of any owadoo of produc:tloo • 

• 
11. SWW.JN ROYALTIES: For pUIJIC*a of this paragnpb, ·--u· mca.n.s ony well that bu bcca assigned a --u nwnbcr by the IU!c agency havingjurisdlc:tloo ova-tho productioo of on 

and 91,.f • 1f1Y time after the expiration ol the primary term of a lease that, until bd.og shut lo, wu being maintained lo force and dToc:t, a well c.pable of produclnJ oil or ps lo paying 
quantities iJ lped on the lcascd prcmJ.aes, bu! oil or au Is not bd.og prodllCCd for lack of iultablc productloo Cacllltles or laclc of a suitable marlcec. thcu Lessee may pay u • shut·in oil or ps 
royai.,..- 1 equal lO double the annual rental provided In the lase, bu! not lea than S 1,200 a yur for each well capable of producing oil or gas in paying quantitlcs. To be dToctlve, 
each ulltiaJ abT11-in on or ps royalty must be paid on or before: (I) the cxplration of tho primary ICl1ll, (2) 60 day, at\cr the Lessee ceasa 10 produce oO or p.s Crom the leased prcmbca. or (3) 
60 day, ti\cr Lessoc completes • drilling or rewondaa operation in acoordance with the 1eue provision,; whichever dale IJ latest. If the shut-ID on or p.s royalty IJ paid. the lcuc sh&!I be 
consld.M• be • producin.1 lease and the payment shall cxtcod the 1a111 of the lease ror a period ot ~rear from LM tt'd o' v ~ •'Y 1=. °'" '"'c ~: fir:< cl.")' t'f the 'DOOlh foUowiq the 
mo,11\"" '1111& productloo ocued. and. aJ\cr Iha, If oo suitable productlon facilities or IUltablc marbt for Ibo oil or gas cxlsu, Lcuee may cxlClld the lease for four moro IUOCCU!YO pc:riod.s ol 
one (I) yur ~ paylna the J111De IIJIOWII cac:b yur oo or befono the cxplratloo of ach sh111-in yur . ...... 

11. -C0MtF.NSATORV ROYALTI ES: If, durlna the period the lease ls l<<p< In dTcc:t by peyment olthe ah111-ui oD or ps royalty, 0tl or ps u eold and dcliYa"ed io paylna quantities 
Crom • --ti located within ooe thouJaOd (1,000) feet of the le.ued pc-..nlsa and completed lo the oame producina reservoir, or lo any case In which dralnasc iJ ooevrrlna, the risl>t to cootinoc lO 
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ma1ntain the lease by paytng the sbut-ui o.l or gu royalty sb&ll cease, but the lease &ball mn&10 elTcc:uve for the rcm&1Ddcr of the year for wtuch the royalty lw bcc:11 pa,d The Lcucc may 
maintain the lease for four more succ:c:ssivc ye.vs by LcssN pa)'lng compcru&1ory royalty It the royalty n1tc provuied u, the lease of the man.ct value of producuon from the ,.ell causuia the 
dramage or wlueh Is complctod UI the same produc101 l'CKTVOlr and w,thu, one thousand ( 1,000) feet of the leased pmnisa The compcru&1ory royalty iJ to be pa1d monthly io the 
Commissioner bcpnrung on or before the lasl day of the month follOWUI& the mooth 111 which the o.l or gu IJ produced from the ,.ell C&UlUII the clraiM&e or thal u completed m the same 
producio& l'UCn'OII and loca1od v., tlwi one thousand ( 1,000) feet of the leased pttmlKS, if the compcnwory royalty pa1d in any 12-month pcnod u u, an amount lea dw, the 11111UAI &but-u, 
oJ or gas royalty, LcssN &ball pay an amount equal 10 the cbfTcrcoce w.thio tluny (30) days from the end of the 12-month pcnod, md none of these provuionJ w,11 ~hc,.-e Leuce o( the 
obHpuoo of rusooable development nor the obhgatioo IO dnll offict ,.ellJ as provided ill N R.C Secuoo 52 034, however, at the dctcnninatJon of the Commlssaoncr, and with the 
CommiJSlooct's "'"''en approval, the payment of compensatory royaluCJ ihall u uJfy the obhpuoo IO drill offset v.clls CoropeoJ&lory royaliy paymcnu wttich 1re no1 umdy paid v.,11 accnie 
pen.all)' and interest ID IIOCOl'danee with Paragnpl, 5 of thu lcasc 

13. EXTENSIONS: If, at the cxpuarioo of the primary tcnn of thiJ lc.uc, produclJoo of o.1 or ps 1w not been obwned oo the leased prcmiJcs but drilhn& opcralJOIIJ arc bcm1 cooduc:tcd 
thcrooo lo good f.&1th and In a good and wooonanM.e manner, LeJScc may, oo or before the c:xptration of the pnmary lctm, file m the GcnenJ Land Office wnllCD appl1ca1100 io the 
CommlJSiooer of the Ocncnl Land Office for a thirty (JO) day cxtenJion of this lcasc, acc:omparucd by payment of Throe ThouJ&nd Dollan (SJ,000.00) 1f thiJ lcue coven Wt hundred forty 
(6'10) acres or less and Six Thousand OoUan (S6,000.00) If this lease llOYcn more than dx hundred forty (6'10) acrcs and the Commlu looer &ball, In wnuna. extend this lease for a thirty (30) 
day period from and after the cxplntion or the primary tc:rm and JO long thcreal\cr as oil or gas ls produced In payln1 qua.ntitiCJ; provided further, that Laseo may, IO long as such drillina 
operaliODJ arc being conducted make like application and payment during any thirty (30) day exteodcd period for an addnlooal extension of thirty (30) days and, upon receipt of such 
application and payment. thc CoromiJSioner shall, in writing. apln extend thlJ lease so that same a.hall ~ in force for such additional thirty (30) day period and 10 Iona there.after u oil or 
gu iJ produced in paying quantities; provided, hov.evcr, that this lease shall noc be extended for more than • local of three hundred ninety (390) days from and after the cxpuarioo of the 
primary lCl'm unleu production in paying quantltiCJ lw been obwncd. 

14. US£ OF WATER; SURFAC£: Lessee ihall have the nghl 10 use Wiier produc:ed on aid land nc,ccssary for opcnllODJ hereunder and lold y upon the lcued prcmlscs; provided, 
bowcvcr, Lcsscc ah&ll noc use potable wata or wala awl.Ible for hYCltOCk or lmpuon pu,po5CI fOI' waler Oood opcnllonJ without the prior wnuen cooscot of Lcuor. Subject IO ,u obliplion 
to pey awfacc dam11c:,, Lcsscc &ball have the rl&ht IO use JO much of the awface of the land thal may be rcuoaably nccasa,y for dril.lina and opc:rlliq wdlJ and tnnsporUD& and maitc:tlq 
the production therefrom, auch use IO be conducted under ooocbtlODJ of least Injury IO tho awface of the land. Lcsscc sb&ll pay awfacc dama&cs In an amount act by the Ocnc:ral Land Office 
fee tcbcdule wblcb ia ctTccuve on the dale wbco tho IICtivity rcqw.nn1 the paymcol nf IWface dama&ca OCCW'I • 

IS. POLLtrnON: Ill dc:vcloping thiJ area, Leucc ihall use the hl&hcsl delJl'O of care and all proper aafe,uards ID prcvcol pollution. Without limiuq lhc fcneoinl, polluuon of coasw 
wct1aods, DIIUl'al watctWll)'I, riven and Impounded, water ah&ll be preva,lod by the use of conl&iament Caclhlics IUfficient to prcvCDI l!)l11.ace. ICCplllO or ptJUDd Wiila c:ontamlnatloa. ID tho 
CYCIII of pollution, Lcssee sha1J use all mcanJ at iu dJspoul to rcc:apture all ctc:aped bydroc:arboas or Olha pollutant and sb&ll be rapoosible for all dama&e to public and prl vale propc:nlcs. 

(A) UPLANDS: Lcsscc &ball bufld and maintain fc:nc.a around ilJ dush, sump, and drmnqc plu and tank beuaic, JO u IO pr'OICCt Uvaiock api.a.a1 loa, damqe or Injury; and upon 
complc:don or t.bandonmClll of any wdl or - u.. Lcuee &ball fill and level all aluah plu and ccllara and compleldy clean up tho drlllin& lite of all rubbish thereon. 

(D) SUDMERCED LANDS: No dlJCbaric of ,olld WUIC or gwbl&e sb&ll be allowed Into Swe watcra from any drillina or support YCJSCls, producdon pllllonn, aew or supply i-t, 
lw&c, jack-up rig or olh« oqulpmcnl located oo tho lcued area. Solid wuto sb&ll lncludo but sb&ll noc be lim.ilod IO cont.alncn, oqulpmc:c.t, rubbuh, plutlc, &lau. and any other mao-<nade 
non-blodccn,dable items. A dgn must be dJJplayed In a hl&h lnlffio area on all vascu and IIWUICd pllllorms awing. · Duchatge of all)' IOIJd wute or prbqc Into Swe Watcn from vaxlJ 
or platforms Lt atrictly problhilod and may aubjoct • State ofTcx.u lease to forfcilUte." Such sw.cment &ball be ID lcttaing of at leut t • in aiu. 

(q RIVERS: To I.be extent ncccssary lO prevail pollution, the proviJIOIIJ found In aubsoctioru (a) and (b) of thb panp-aph sb&ll alm apply to riven and rlYa'bcds. 

(0) PENAL TV: Failure io comply whh the requlrcmcou of thiJ provision may iuult In lhc mulmum pen.all)' allowed by law locludina forfcit1n ofthc lease. Lca;ce sb&ll be liable for 
lhc damages cawed by such failure and any co.u and cxpcruca Incurred In clC&1UJ1g ll'C&I affoctcd by the dlJc:barsod WUIC. 

1'- ll)£NTI Fl TION MA.RKJ:RS: Leucc ah&ll erect, at I dJataocc oot lO cxccod twa>tys-6YO (15) fee( 0-- each wdl OD lhc prcm.iJcs OOYa'od by thiJ lc:ue, • lc11'ble alp OD which 
sb&ll be atal.od the name o( the operator, the I cue dcdcnadon and thc well number. WbcR two or more wdls on the same leue or wbcro wd1a on two or more 1cuC1 IR OOGlloctcd to the same 
Wile beuay, ,-.1>c:ther by Individual Oow Une connecdODJ dJrcct to lhc tank or tlllkJ or by use ol • multiple header ,ystem. each 1.in.e bdwcc:o each -U and audl Wik or bc:adcr sb&ll be lcp'bly 
Identified at all times, either by I firm ly auacbcd Ill or plate or an ldcnti6catlon propetly p&intcd on such line It • dlmncc oot to ~ three (3) fee( en.a such tank or bcadcr COGDCCdoa 
Said signs. tap, plateJ or other klcntlficatlon awiccra sb&ll be malnlai.ocd ID a lep'ble condition dttoushout lhc lam ofthb lcue. 

17. ICNM ENl'S: The leue Ill.I)' be tnnJfcmd at any time. AU ll"IIIISf'cn must ~ fc:n:ncc the leue by the Ii.lo number and mUII be rcconlcd i.n the COWi\)' "''bcR the area b localed, and 
the rooordod tnnsfer or a oopy catlfied io by tbe Couniy Ocrli: of tbe COWII)' where the tnnafer la rcconlcd mllll bo Ii.led i.n lhc Oc:ncnJ Land Offioe wilhln IWlc:C)' (90) day, of the accwon 
dale, as provided by N.R.C. Seotion Sl.016, accompanied by the filln& foe presaibod by lhc Oc,oc,raJ Land Office rulca In dTOC( OD lhc dale of rocdpc by the Oaicr.i Land Office of such 
tnnJfer or certified oopy thereof. Evay tnnSfcrec ah&ll auc:cccd to al l rl&hu and be subjccl to all obllptiona, UabWtlea, and penalties owed IO lhc Swe by the orlswJ lea.tee or 1111)' prior 
tnrufcrec of the leuc, lodudlng aoy liabtu tles to the 1t11e for unpaid royal ti ca. 

II. R£UASf.S: Lcsscc Ill.I)' rdcue the ri&hlJ cran.ted bcmmdc:r to the Sweat any time by rccordlq the release i.n the COWi\)' wbcrc thiJ area Lt rinwcd and filla& the recorded release or 
ccrti.6ed oopy o( same ID lhe Oc:ncral Land Office wilhlo alncty (90) day, al\cr lu c.x.ccutlon IICCOlllparuod by lhc Ci.liq fee prcacnl>ed by the GcnenJ Land Office rules ID cfTCC( on the dale of 
iwdpc by the Ococral Laod Office of auch rel cue or certified copy thereof. Such ~ lcue will oot have the dJ"OC( or relcasin1 Lea.scc from any Uabilll)' thcrcloforc ICQ'\led In fnu of the Si.le. 

1'. LIEN: In .ccordanee with N..R.C. Section 51.136, the Sl&lo ihall have • fint Uc:c. upon all oil and pi produced from the area OOYa'od by thiJ lcue to ICQll'C ~enl ol all unpaid 
royalty and ocher ,wru ol'money thlt Ill.I)' become due under thiJ lcaJ<:. Dy llOCq)llllCC ofthlJ lcaJe, Leucc gn,>lJ th.o Sl&lc, In additloa ID the lien provided by N.R.C. Section 52. 136 and any 
other applicable IUltlltory Ucn, ., cxprcu C()(ltrac:tual l.ic:c. on and accurity interest in all leucd m.lncn1s la and cxtractcd from lhc leucd prcmiJca. all prooccdJ wbJch may aocrue to Leucc 
liom die Jaie or IUdt lcucd mlncnl.i.. wtietbcr such procccds 1R bcld by Lea.scc or by • third party, and all fixtures oo and improvements to the leased pranlscs u.scd in coancctloo with the 
producdon or proocssin.1 of such leased m.incnlJ In order to ICQll'C the payment o( all royalties or odicr 81DOUDIJ duo or ID become due uodcr thlJ lcuc and IO IICCW"O paymart of any damAges or 
lost~~ ml!)' suffer by ~ of Lessee', breach ol any oovaia,nt or conditlon of thlJ !cue, wbdhcr cxprcu or Implied. Thb Uen and accurity IDtcrcsi Ill.I)' bo fOl'CCM»cd with or 
witheut ~ procc,cdinp In the m11111Cr provided In tho Title I, Oiapu:r 9 o( the Tew OUJlacu and Commerce Code. Lcucc agrc,c:s thlt tho Commisslona may rcqulrc Lessee to CUQltc 

and _. IUdl lnslruma1u as mJ!Y be l'C&JOOll>ly a-,. to acknowledge, lll1lch or pcrfoc:( dut Uen. i.- bcrcby rcprc:IClllJ that there 1R ao prior or superior Uma wiauJ& from and 
~iLw Cc-,c•, ectivltics upon tbe abovo-dc.aibcd propcny or from LctJee'a acquisition oflhb lc.uo.. Sbowd tho CommJ.uloncr It..,>' ti.me dclcrmlno thal thlJ rcprexol&lion lJ DOt true, 

lhc:c. die Commissioner may declare thlJ lcue forfeited u provided bc:rdn 

10. ·~rnJR.£: If Lea.sec ah&1I fail or rcfllJc to m.alcc the payment o( any sum wilhln lhl.rty (30) day, al\cr it booomca due, or If Leucc or ao aulhoriz.cd aac:c.1 &bouJd lcaowlngly make 
a11, fl!A raurn or fal.ae rqlOft OODCCllWII production or drilll.na. or If Leucc ah&1I Cail or rcflllO 1111 drill any ofl'.ad -U or wd1a i.n cood faith as required by law and the rules and rcsulatiooJ 
~ ~ Commwioncr of the GcnenJ Land Offic:e, or If Lessee abould Cail to file rcpons in the manocr required by law or fail to ooaiply with rulca and ~pl!JODI promwpted by the 
~ ~ OITl()C, the School Land Board, or the Rallrolll! Commwlon. or rclllJc the proper authority acccsa to the rccordJ pcrtalniaa to opcratlon.s. or II Leucc or III aulhoriz.cd aacni 
ahoul~ l.:nowlnafy fail or refuse to give COCTec:t lllfonnatloo to the proper aulhorll)', or lcaowUlgly fall or refuse to rW"ll.!Jh the GcnenJ Land Offioe a oomct l<>s of any well, or If l...cssce ah&1l 
knowfn&l, viol&lc any of the maia1a1 provWocu of thiJ !cue, or If thiJ lcuc Lt auigncd and the gnment lJ oot Ii.lad in the Oc:ncnJ Land Office u rcquucd by law, the ri&htJ acquired under 
thia VJ.: ..,.JI be aubj«t io forfd l\lrc by tho Commwioner, and ho ahall forfeit aame wbc:c. aufficicotly Informed or the ra.cu which aulborir.c a forfdtW"C, and wbc:c. forfdlod the area &ball 
aplll~~bjccl to lease to the hl&h~ bidder, under the same ~ gulatiOOJ oontrollin1 the original sale of leasea. llowcvcr, aothi.n& bt:rdJi ah&1J be COIISlnlod as walvm1 lhc aulOl'IWJO 
tcnnilUllloe of thb lea.so by opcndoo of law or by ru.soo of any spoclal limiullon ariJing hcrcundcr. ForfciturCJ may be act aside and thiJ 1euc and all rlghu thcrcundcr rdnstated before the 
r1N .. o't\lothcr intervene upon oatls!~ evidcooo to the Comml.uloncr of the Oaicnl Land Office of fulUte compliance with the proviJlons of the law and of thlJ lase and thsrulca and t 
rcguladoru that may be ac1optcc1 ~1at1ve hettto. l rue aAEI u tHftl~ 
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i i . RIV£RO ED TRACTS: In the event this lease CO\,-a, a nvc:rbc:d. Lcsscc is hereby spcctfic:ally granted tbc n&111 of cm=t domain and coodcmaatioo as provulcd form N R.C. 
Sections n .09'2·52 093, as a pan of the COMldcntioa m0vtn110 Lessor for tbc eovawlts hacui made by Lesa« 

21. AJ>PLI OLE LAWS ANO DRILLING RESTRICT101',S: Thu lease &hall be 1Ub)Cd to all NIU and RauJatJons, and amcodments lhcrdo, promulpu,d by lhc Commauaontt of 
tbc Gcncnl Land Offic:c: IO\crtUDI dnlhn1 and produan1 opcrat1oos oo Pcrmancot Free Sc:bool Land ,pccafically meludina any nalu promulpied Iha! rdatc to plans of opuauoru, payment of 
royalties, and auditing proc.cdurcs. and ahall be JUbJCCI 10 all other valid mtu1cs, Nies, RaulatJoru, ordcn and ordJnanccs llw may affect opcnu,ocu under the provisions of tlm lease W1thc11n 
limiting the gcncrtlaty of the foregOUI&, Lc:ucc h=by agrees, by the acc:cpcancc of th.is lease, to be bound by and subject 10 all llal\lto,y and Rgulatory proVISioos Rlaun1 lo the Geocnl I.and 
Office's audit billing ooclce and audit bcanngs procedures Saad provu,oos ate CWT'Clllly found al 31 Tcus Administratave Code, Oiapter • . and Tcxa.s Natunl Rcsourcc:I Code Sections 52.135 
and 52.137 through 52 1•0. In the""""' thu lease coven land francluK<I or leased or othcrwiJc u.sed by • navl1atloo dutrict or by the Urutcd Swcs for the purpose of a.avlaatJoo or other 
pwpose lncldco110 the operation of I pen. then Lc:ucc &hall not be entitled to enter or possess auch land without pnor approval u provided under Sectioo 61 117 of the Texas Water Code, but 
Lessee &hall be entitled 10 develop such land for 011 and gu by dircctiooal drilling; provided, bowcva', that oo surface dnll1ng IOQlion may be nearer lha.n 660 feet and ,pcclaJ pcrmwloo from 
the Commissioner of the Gcncnl I.and Office Is nc«ssary 10 make any surface IOQlioo ne¥tr than 2,160 feet mcuurod at right angles from the ncares1 bu.lldiud hnc or from the ncarcs1 

dredged bottom edge of any ch1DDCI, alip, or turning basin which bu been autboriud by the United SWcs u • fcdcral proJCCI for future c.onstrucllon, v...luchevcr la ncarc:r 

lJ. REMOVAL OP EQUIPMENT': Upoo the tcnnlnatioo ofthb lease for any cause, Lc:ucc lhall llOI, In any =t. be permitted 10 remove the casina or any pan of the equipment Crom 
any producing. dry, or abandooed wdl or ,..dLJ without the wrhu:a CIOClJCDI of the Commlsslooer of tho Gaw:nJ I.and Office or bu authoruod rcprcscalllllvc, nor ahaJ.l l..caec, without the 
written CODJCOJ of aid CommwlODCt or bu aulhoru.cd rcprcscawive remove from the leased pranues tho CUUII or 111y ocher equipment, ma1cnal, machlnay, appliaaca or property owned 
by Lc:ucc and used by Lcsscc In the development and productioo or oil or ps thcrcfrom uaul all dry or ablndoocd ,..ells have been pluucd and unul all slush or refuse l)IIJ have bcca properly 
filled and all broken or dlJCanlcd lumber, macluncry, or dcbru &hall have bcca mnovcd from the premises IO the aatisfac:uoo of the AJd CommiJJIOIICf or his autborw,d rcprescaWlve. 

U. FORCE MAJEUR.£1 Should Lcuce be prevented Crom complytnl with any cxprcu or implied coveoaot or this lcuc, from cooduc:IIJI& drilwl& opcn.lJODJ th.,_, or Crom producin1 
oO tNJJor ps thcrcfrom, after effort made In good fa1th, by reuoo of war, Rbcllion, rioc:s, llrilca, fires, ICU o( God or any order, nale or rc,ulllloo of govaumcalll authonty, then while JO 

invented. Lcuce'1 obllptloo to comply with IUCh ClOYCDlnl ahaJ.l be auspcndcd upoo proper and alUiac:IOty proof prc:KDted to the Comml.uioacr of the Gcacnl Land Office ui support of 
Lc:sscc'1 contention and Lessee &hall not be liable ror cwnages for failure to comply therewith (accpt In tho event of lease operations IUJJ)CDded u provided In the rules and RculatiOOJ 
adopted by the School Land Board); and this lease &hall be extended wlu1c and JO 1001 u Lc:ucc Is pm,'U!lcd, by any such cause. Crom dnlhng. rcwoo.:lna opcratlOOJ or producing oil and/or 
gu from the leased premises; provided, however, that nothing herein-shall be coosuucd to auspcnd the payment of Rallla durio1 the primary or extended term, nor to abriqc Lessee'• right lO a 
IUJl)CIUloo under any applicable awutc or thil State. 

15. LE.ASE SEC'UlUTV: Lcuce &hall Llk:c the blghCII degree of c:aro and aU proper aaJ'cguards to prolCCI aid prcmiscs and to prevent thcf\ of oil, ps. and other bydroc:arbocu produced 
Crom aaid lcuo. TblJ Includes, but u DOI llmited to, the IDllalladon of Ill ococssuy equipment, acal.a, loclcs, or other appropriate protoctlve devices oo or Ill all 11CCCS1 points al the leuc'1 
producdon, plbcrlng and storage l)'llcms where: the.I\ or bydroca,1>ou can occur. Lessee ahaJ.l be liable for the lou of any bydrocatboos rc,ultin1 Crom thcJ\ and ahaJ.l pay the Swo ofTcxu 
royalties thcrcoo u provided herein oo 1U otl, ps or other bydroca,1>ou lost by reuoa of tbd\. 

U.. R£D cnON OP PAYMENTS: If, dwin1 the primary tam, 1 portioo of the land covered by thil lease i.l lncludcd W1tlun the bowidariea ofa pooled unit that bu bcca approved by 
tbc School Land Board In~ with Na1unl Raourca Code Scctioos Sl.151-$2.ISl, or IC. at any time aJla the expiration of the pnmary 1crm or the cxlaldcd lam, this lease coven a 
~ number of acres dwl the IOW amount dcsai'bcd bcrcin, payments that arc made on a per acre bus bc:mmdcr lhall be reduced accordio1 to the number ol acres pooled, released, 
airrcodcrcd, or Olhawl.to acvercd, JO that ~cats determined oo • per aac bus under the lcr1M of this lease durina the primary lcnD ahaJ.l be calculatod be.scd upon the number of acres 
outside tbc boundaric, of a pooled unit, or, If ailcr the cxpi.ratioo or the primary tam, the number of 8CR:I IClllally rctainod and covered by th.is lease. 

17. SUCCESSORS AND 
assigns of Lc:ucc herein. 

tCN : Tho COYC'IW!ts., coodltiOOJ and asr-nenu coo.talnod bcrcln &hall extend to and be binding upoo the bdn, cxocuton, adminlstraloB. succcuon or 

2l. ANTJQumES CODE: In the cvait that any feature oC arcbcoloaJc:al or bl.storical lola'CII Is enoountercd durin1 the activltlcs authorized by this lease, Lessee will immediately ccuo 
activitio and will lmmodiatdy notlfy the General Land Office aod tho Tc:xas llistorical Commladoo ao that adequate mcaswu may be undcrtala:o lO prolCCI or l'CCOYU' such diJcovaics or 
findings, u appropriate. Lessee Is c:,q,rc:ssly placed oo ooclce of the National Historical Prucrvadoo Act of 1966 (P0~9-66, SO Statute 91S; 16 U.S.C.A. H O). Lei.see ab.all comply with the 
Antiquities Code ofTc:x:as, Oiapter 19 1, Na1UBI R.cso=a Code, as amended. 

1'. VEN\JE: Lcaor and lca.scc, Including l«-'1 11UCCC1JOn and assigns. bcrcby llgrc,e thlll \o'Clluo for any dilputc ...wn, out of a provisioo or this lease, whether cxprcsa or implied, 
rcprdin1 lnlcll)RUlloo of th.is lcuc, or rclalina In aoy way to thiJ lease or to llpl)ljcablc cuo law, IUl:lltca, or edminisuuive nalca, ahaJ.l be In a ooun of compctcDtjuriadldioa IOCl1cd In 1'r1vu 
Cowey, Swe o(Tcxu. 

JG. Lt.AS£ Flt.INC: Punuant to Olaptcr 9 of the Tex. Ou&. & Com. Code, th.is lease must be filed o(rcoord In the office of the County Cale In llllY ooun(y ill which all or any pen oltbc 
kascd prcmlJcs Is located. rand cc:rufied copies lhcrcof must be filed In the Gaw:nJ I.And Office. lbo prucribcd lilul& fee lhall -,peny the ocrtilied coplc, KDl 10 the Ocncral Land Office. 

••• • • • • •• 
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True and Correst 
copy of 

Original filed in 
Reeves County 

Clerks Ott•ce 



l 1. EXECUTION: ThlJ oil and gas lcasc must be 11gncd and aclcnowlcdgcd by the Lessee bc:forc 1t 1s filed of record m the county records and "'the GcncnJ Land Offic:e of the Sta1e of 
Texas. 

TITAN RESOURCES , L.P., By and Through Its :~:.42~;~c 
Dan P. olwe 

TITLE: Yi ce Pcesi dent - Land 

DATE: September 25, 1998 

IN T£ST1 MONY Wll ER.EOP, witness the signature of the Commluloocr of the Gcncnl Land Offic:e of the State of Teiw under the sc.al of the General Land Offic:e. 

STATE OF __ ..:..TE::.:Xc:.:.A.:..::S=--------

COUNTY OF _ _.uM.ul Pwl...cAwNU,IQ ____ _ 

PP OVEO 

O ltnlS~ Ucal 
DC 
SD 
Euc: __ 

(CORPORATION A CKNOWLEDCll1£N11 

DEFORE ME, the undersigned authority, 00 thb day pcnooally appearcc1. __ D_A_N_P_. _C_O_L_W_E_L_L ___________ _ 
.. 

known 1a me to be the pcnoo whose name iJ subscribed to the forceolna instrument, as, _ _;_V.:..I C::.;E=-.:.P..:.R:..:E:..:S..:.l.::.D.::.EN.:..T.:.__-........:LA::..:c..N.::.D _____ of TI TAN RESOURCES I , I NC. , 

_c_e_n_e_ra_l_P_a_r_t_n_e_r_o_f _T_I_T_A_N_R_E_SO_U_R_C_E_S..;:,_L_. _P_. __________ aod IClmowtcdgcd to me that be executed the wne 

f°' the purposes and c:oo:sldcntioo therein cxprcsscd, In the capacity ,wed, and u the llCt and deed of uld oorporatloo. 

Given under my hand aod sc.al of office thb thc. _ ___,e;2.;;..5.;;..;th.;...__day of _.....:.:Se:::.iP:..:t:=e::..:;mb:..:e:..:.r ___ 

7

_~--~..;,'-~--:;,J ~ 
N~¥/--------------

STATE OF·----------- (INDIVIDUAL ACKNOWL£0Cl't1El'(T) 

~~ OP __________ _ 

• • • ~ • Dcf'Ol'C me, the undersigned authority, oo thb day pcnooal.ly appeared, _________________ __ _ .... ' 
~ ~ IOlne to be the pa'IOCU wb°"' name# arc aublaibcd to the foregoing instrument, and ocknowlcdged IO me that they executed the 
wna f°' the purposes and coosidcntloo therein cxprcsscd. ... "' • ·-~· 

• .. . ... .. 
• • 
• . . . . 

• • ..... 
• ...... 

• • 

Given under my hand and sc.al of office thb the. ______ day of ____________ __, 19 ___ _ 

6 

N~ Public In and(°'- ----- ------

True and 5eFFt1bt 
copy of 

Ong,nal filed In 
Reeves County 

Clerks Ott\.ce · 
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Lease Numbe r Book/V, l Page Entry County I ParUh Stat 

TX299-389 165-000-00 59 5 3 34 002 884 REEVES TX 

llSC Nau I State o f Texas I • aee Date I 08 /0 4 / 98 

Legal Dascr1pt1on 

Section 13, DlOC"k 56, Public School !..And Survey Reeves unty Texas, n• ,ntng approximately 64 acres aa shown on the ortic . 

Map or Reeves County on tile in the Texaa General t.anu tr e Auet1n, Texae 

PROSPECT TX299 PARAGON 

f yec (a l 

State o f Texas 
Ge neral Land Offic e 
1700 N. 
Au, ~· n, 

Congress Avenue 
TX 78701 

INDIAN/ST/FED . 'I· tt •: 

oao 55- ,-. .., .., j { 

.. ) 

Ac rit N !nber Amount 

CtuX 64 0 . 0 0 

. . . .. . .... . . . .. . --rz-{an f!.esou ,ces LP 
Rij: ~. Period Beg. 08/04/1999 DELAY RENTAL OIECK # 1 0 0 4 3 7 

IN '•• - • N ro DEPO _ T r.Y You have been uee1ynated ae depoe.tory !or tt,e abOve described payment Please cred1:. the proceeds 
tt<., • ,. the part1 a named nl 1n the alll()unte ind! ated Shoulcl any d1U1 ulty or ll"IY nature arise, DO NOT RETURN our check, but 
n 11. ,• , 11 • i epo1lt to the c1edit or the p11rty ni1mert In a ep 1 .. 1 a counr no 11<1v11e us ae soon as possible tor further 1nstrucuons 

.. . . .... 
100437 
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Check # 1012'19 
Property Id I MMS Eff. Date Recording Information State County / Parish 

TX299-389-165-000-00 08/04/1998 10/12/98 BK 595 PG 334 ENTRY 002884 TEXAS Reeves 

M 99624 

Property Name / Lessor 

Commissioner of the General Land Office of the State of Texas 

Property Legal Description 

Section 33, Block 56, Public school Land Survey, Reeves County, Texas, containing approximately 640 acres as shown on ttie Offiaal Map of Reeves 
County on me 1n the Texas General Land Office, Austin, Texas 

no 61389 
_, 

v {/ 

Payee Name & Address SSN/Tax Isl Number 

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

Total Bank Charaes 
•••• 0.00 • . 

Pa~irient Period Payment Amount Bank Service Property Property 

oa~:~~~ (1n monUls) Description Due Charges Sub-Type Sub-Id 

08/~ /2000 12 Delay Rental 640.00 0.00 . ······ . . 
/. I 0.00 0.00 

• 
• 

• • . 1·L 0.00 0.00 ... 
I I 0.00 0.00 

I I 0.00 0.00 

Instructions to depos1tory: you have been designated as depos1tory for the above descnbed payment(s). Please credit the proceeds thereof to the partt 
named and 1n the amounts Indicated. Should any difficulty anse, make Ule deposit 1n a special account, and contact us 1mmed1atel'N ~ 1 Q 12 4 ~ 



····. · .... 
····. · .... . 
=···:· . . 

••• . . . . . . . 
• • • • 



Check # 102582 
Property Id / MMS Eff. Date Recording Information State County / Parish 

TX299-389-165-000-00 08/04/1998 10/12/98 BK 595 PG 334 ENTRY 002884 Texas Reeves 

M 99624 

Property Name / Lessor 

Commissioner of the General Land Office of the State of Texas 

Property Legal Descr iption 

Section 33, Block 56, Public School Land Survey, Reeves County, Texas, containing approximately 640 acres as shown on the Official Map of Reeves 
County on file In the Texas General Land Office, Austin, Texas 

LPlWe R(7 <...JJU,(U.S Lr 
Payee Name & Address SSN/ Tax Id Number 

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

Account Number 

Total Bank Charges 
0.00 

Payment Period Payment Amount Bank Service Property Property 

Due Date (In months) Descrlptlon Due Charges Sub-Type Sub-Id 

08/04/2001 12 DELAY RENT AL 640.00 0.00 

••• . 
L_ ' . ·-

I I 0.00 0.00 I _J 
.. 

I ......- -

I I 0.00 0.00 ----• • • 
ri1n11a~ha 

.. . 
• 

I I 0.00 0.00 - - •• • • 

v , In 
r;u .... 

I • . 
I I 0.00 0.00 " tr '-+ v • 

f I 

Instructions to depository: you have been designated as depository for the above descnbed payment(s). Please credit the proceeds thereof to the parties 
named and in the amounts indicated. Should any difficulty anse, make the deposit 1n a speoal account, and contact us 1mmed1at~ ~ 1 Q 2 5 8 2 
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Check # 9901486 
Property ld I "1MS Eff. Date Recording Information State County I Parish 

TX299-389-1 US-000-00 08/ 04/ 1998 10/12/98 BK 595 PG 334 ENTRY 002884 ... . 
!°~39' . Reeves . • • • . . . . 

M 99624 • • . . . • . . . . . • . . • •• . 
Property Name / Lessor 

Commissioner of the General Land Office of the State of Texas 

Property Legal Description 

Section 33, Block 56, Public School Land Survey, Reeves County, Texas, containing approximately 640 acres as shown on the Offloal Map of Reeves 
County on file in the Texas General Land Office, Austin, Texas 

0204~3 12 

Payee Name & Address SSN/Tax Id Number 

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

/?I 
0.00 

Account Number 

Total Bank Charaes 
0.00 

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

08/ 04/2002 12 DELAY RENTAL 640.00 0.00 

I I -. 0.00 0.00 
~ 

; 
I I 0.00 0.00 ~"\ 

0- v -

- I I I 
I I I 0.00 0.00 ,, I I 

I' u I -. 
I I 0.00 0.00 

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds ther,i;o~o the parties 
named and In the amounts indicated. Should any difficulty anse, make the deposit In a special account, and contact us Immediately. ~ j Q 14 8 6 
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