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APPLICANT
AGREEMENT

APPLICANT
IDENTIFICATION
TO APPEAR ON
LEASE (type/print)

ez, AREA
++" * DESCRIPTION

L+ ++, BID
*'** SUBMISSION

039626

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

o — — —
- ——— — —_—
e W e e o e—

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

TITAN RESOURCES, L.P.

Name
Address 500 W. TEXAS, SUITE 500
City MIDLAND  gate TX Zip 79701
(Include +4 Code)
Telephone ( 91)  498-8600
Reeves Public School Land

County(ies) Survey/Area

56 . G SAppiaty 320
Block/Tsp. Section/Tract Acres

(If Applicable)
(A) Cash Bonus Enclosed ($) - __ (type/print amount below)
$16,313.60

(B) Sales Fee Attached (§) (type/print amount below)

$244.70

This Sales Fee is 1 - 1/2% of the cash bonus as provided in Section 32.110 of the
Natural Resources Code as amended.

MGL. NO.
30

APPLICANT
TAXLD. #

SIGNATURE OF
AGENT
(type/print below)

APPLICANT (same as above) BONUS AMOUNT ONLY (A)
TITAN RESOURCES, L.P. (Do Notinclude sales fee)

(s) 16,313.60

Cbors &

John E. Lodge
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Augtin, Texas
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OIL AND GAS LEASE
NO. M-99616

mmwuhhnnh-il.-e-Cochhqnnlz.n,Sl,MMSI.MA—D-d}L(-MMMMM»UNACJ.ndnbjoahll
rules and regulations promulgated by the Commissioner of the General Land Office snd/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to said
NR.C,, the following area, to-wit: ’

E/2 OF SECTION 46, BLOCK %6, PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS, CONTAINING AFFROXIMATELY 320 ACRES AS SHOWN ON THE
OFFICIAL MAP OF REEVES COUNTY ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

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

WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School Land Board st a regular
-dhwhh(h-iLﬂOMuhﬁﬁydmlmm&'mh‘-ﬂlnﬁdmummmu.mﬁ-h
500 W. TEXAS, SUITE 500, MIDLAND, TX 79701 had offered the highest and best bid for a lease of the area sbove described and is, therefore, entitied to receive a leass thereon:

m.mlhmm&huwo&odhdemmth-'l-u.'whutd&mhAnda.Tmbymd
the muthority vested in me aod in coasideration of the payment by the hereinafier designated Lessce, the sum of Sixteen Thousand Three Hundred Thirteen and 60/100 Dollars (516,313.60),
nﬂldﬂdhh&yw-ddhmmmdmwﬁwwhhﬂm&p-iwndbyl.-u.doh'dvyé-l-.
.-t.Mﬁh‘hh-ﬂnﬂﬁdﬁhdﬂnﬁﬂbmh.md&d%phthmemdmm

1. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all rights with respect to the surface and subsurface thereof for any and
llmwmwﬂhh“hﬁwumaﬂ-uﬁhmdMdendmuwwnﬂhMInuqh’pll’pﬂd
nﬂuh;h-dm&--h-inwﬂdan-ﬂmv-d.uwﬂdmuhmdhhmﬁhmdwmuﬂmhwm&mmd
the leased area. All of the rights in and to the leased premises retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner that
neither shall unduly interfere with the operations of the other.

2. TERM: Subject o the other provisions hereof, this lease shall be for a term of five (5) years from the effective date bereof (herein called “primary term”) and as long thereafier as oil or gas
is produced in paying quantities from said arca.

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

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

(A) OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
« hydrocarbons recovered from oil or gas run through a separator o other equipment, as hereinafter provided, 1/5 part of the gross production or the market value thereof, at the option of the Lessor,

such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and gravity
hhnﬂnmw&m“uz)hmwww&-dwﬂhm”ﬂnwh-wﬁmdudwb-ma!)hpumdum
thereof, whichever is the greater, Lessee agrees that before any gas produced from the land herebry leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that all liquid hydrocarboas recoverable from the gas by such means will be recovered. Upon
written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor.

(B) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above,
produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/ part of the gross
production or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where
produced and when run, or the gross price paid or offered to the producer, whichever is greater provided that the maximum pressure base in measuring the gas under this lease contract shall not st
whnd.ldﬁp_&wmhﬂm-dh—mt-twﬂhmtﬂ)mhﬁdﬂ.mnh-ﬂbmm‘hw:ln.-d
for specific gravity sccording to test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.




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

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

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

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

(ii) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought on line and sales thereof are commenced after the
expiration of tweaty-four (24) moaths from the effective date hereof but prior to the expiration of forty-cight (48) moaths from the effective date hereof, the royalty rate provided herein shall be
reduced 1o 19.375% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twenty-four (24) month term during which
Lessee may eamn a reduced royalty rate of 19.375% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may
m&nnhu(l)-aﬂmn-'udlhmhMbmanlumWMﬂathdhG-unlLndOﬂiu,mmndu&ﬂlh;opuﬁmm
additional well prior to the expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in
paying quantities is established and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period.

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

(G) ROYALTY IN KIND: Notwithstanding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice to Lessee, require at any time or from
uuuumdawmmmummmmumhmmmﬂhuudmmmmmh;.
dehydrating, compressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor's right to take its royalty in kind
shall not diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease.

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to process gas produced
hereunder in any processing plant. Notwithstanding snything contained berein to the contrary, and subject o the consent in writing of the Commissioner of the General Land Office, Lessee
nmphpnmuhwmﬁhwmmdhhplhwh-m-dmmyﬂﬂuﬂbemu&ﬂnwdddﬂ
such time as the same may thereafier be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon under the royalty provisions of this lease.

() MINIMUM ROYALTY: During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall
be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary date of
this lease & sum equal to the total annual rental less the amount of royalties paid during the preceding year.

(J) MARGINAL PRODUCTION ROYALTY: Upon Lessee’s written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
mﬁﬂhwlmuﬂ&m%dﬂuﬂmmdﬂaphwmmmAny-duvylkyndwdanuﬂ
conform to the requirements of sy School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum.

5. ROYALTY PAYMENTS AND REPORTS: All royalties not taken in kind shall be paid to the Commissioner of the General Land Office st Austin, Texas, in the following manner:

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before
hln“‘hm-ﬂm&-ﬂdmmwhmdhw.wumwmmﬂ“hhhd-—:
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disposition and market value. In all cases the suthority of & manager or agent to act for the Lessoe herein must be filed in the General Land Office. Each royalty payment shall be accompanied
by & check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his
royalty oa or before thirty (30) days afier the royalty peyment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty
(30) days late shall sccrue a penalty of 10% of the royalty due or $25.00 whichever is greater, In addition 1o a penalty, royalties shall accrue interest at & rate of 12% per year; such interest will
begin sccruing when the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land
Office administrative rule which is effective on the date when the affidavits or supporting documents were due. The Lessec shall bear all responsibility for paying or causing royalties to be
paid as prescribed by the due date provided herein, Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone
the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as o the State's portion of the royalty or to that portion of the royalty in
dispute as to fair market value.

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually fumish the Commissioner of the General Land Office with its best possible estimate of oil and gas
mmmuumuwmummmmmmdmwmuuuupuwawumwwd
mudmmwmmmmqwmummum Such contracts and agreements when received by the General
Land Office shall be held in confidence by the General Land Office unless otherwise suthorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and
-.Hi.dhdl.l‘-m-ﬂmmuhﬁdmﬁﬂ&wﬂﬂmmmnd*&hhﬂndh—hwh
inspection and examination by the Commissioner of the General Land Office, the Attorney General, the Govemnor, or the representative of any of them.




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

(C) PENALTIES: Lessec shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when due. The penalty for late filing shall be set
'bylhOmﬁiMWMNtheﬁqﬁwuhmmmwﬂlmduhmwI.mdolﬁce.

7. RETAINED ACREAGE: w&msuymmdmmumm.m-mm.««mamat«mmmomﬂaodmmw
mmmwmﬂwdawmwhﬁmmﬁwMaMumuwymr«memwmdmm
peemises and in marketing the production thereon.

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then termifiate as to all of the leased premises,
m(l)nmm-éaﬂwumbhofpo&m;hmmdlmmmmpﬂMﬁMth(bﬂm-m-
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producing pooled unit pursuant 1o Natural R Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to & proration
ﬂh-ﬂ-ﬂprndnh;-dludcﬂnndundmnhﬁmn{uuuhudmhﬁmnmen«mqumcy,uuthwmmMNﬂniryhmwm. Within
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continued operation of the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a
surface lease from the Land Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

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

‘-lnd-d“lﬂlm-wwbwﬂmihmdﬂypﬂnm&mmmmmpuclhemol} If such amount is paid, this lease shall

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

{C) IDENTIFICATION AND FILING: The surface acreage retained hercunder as 1o cach well shall, as nearly as peactical, be in the form of a square with the well located in the center
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or
ﬂ—mmmmﬁwwhhnWhMMMmMMWIWd‘mmmwmmhw-ﬂw
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such designation shall be binding upon Lessee for all purposes. If at any time after the effective date of the partial termination provisions hereof, the applicable field rules are changed or the
ﬂcﬂwmmndﬂdwﬂhmhmmuﬂﬂw-ﬂhhm“ﬁlmmmm-hdwlﬂ
thereafier allocated to said well or wells for production purposes.

8. OFFSET WELLS: Hoﬂ-ﬂcnﬂmumtmﬂmﬁwl“ﬂwmHMMGQMHMI:WW,M:&&
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shall wse all means necessary in & good faith cffort 1o make such offset well produce oil and/or gas in commercial quantitics. Ounly upon the determination of the Commissioner and with his
*MmhmdnwwwumuMummummmum

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term hereof and prior to discovery and production of oil or gas on said land,
L_wu.mu«u—muummmnwuﬂumdmmddummuu—umuww
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mmmwmmhsm.umw-huhmmmdih—uwapMMhmhn If, during the last year of the
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Paragraph 10. Mﬁhﬂcwmﬂm-ﬁmwuhwslmmapﬂv&umnhﬁl-wwm
m‘b‘dhh_l-—-wmuubdnﬁu-dMMthﬁdﬂddﬂy(&)ﬁitwhﬂde—iﬁd-ﬁﬂ-hdl
cﬂﬂﬂwhmu-ﬁdmﬂuﬂbﬂmw. If at the expiration of the primary term o sy time thereafier & shut-in ofl or gas well is located oo
uu-—umqumummummw.

10. CESSATION, DRILLING, AND REWORKING: :muw«um-‘mﬂuaupmuummmmwm
t—qmuhuumuu—u—-—ummumm-&hm(mmmamuuwu_ﬁhu
force and effect for 80 long as such operstions continue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. I such drilling or reworking
mﬁhuwddcmumm-—ﬁhum&m&»m-duuhmmummhwmwmd
mdupﬂmcmdwmh-&-wwunmwh. If the drilling or reworking operations result in the completion of » well
..“ﬂhhﬂﬂ“lh“m%%unﬂmﬂmﬁhdﬁ(ﬂ)“lﬂ.‘ncﬂlﬁdhdh!dlni&yhd&-dﬂihm
ﬂ_ﬁhﬁuumummm‘cm&.mhMMﬂhuMwmmuﬂthdny(w)dwl Lessee
shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

11. SHUT-IN ROYALTIES: hmdﬂnmW'uqﬂﬂhmm-ﬂmwuﬂmmhwmhmduﬂ
and gas. l-qhun-uwdumnﬁumummuuumwumum.mwdmdcphm
ﬂﬂ-hhﬂuuumhduphmmMhhﬁddﬂﬂcmmwhﬁdswm-—umm-awduw
m--ﬂﬂhwh“wpudddhuMuuhh’lm-mhdﬂwdmdwphmm To be effective,
neihllidd-hdcﬂmmhpﬂuwh&x(l)hwdt-ph-ynﬂ)ﬂmmulmmbmdcuhhum“m
60 days after Lessce completes a drilling or reworking operation in sccordance with the lease provisions; whichever date |s latest. If the shut-in oil or gas royalty is paid, the lease shall be
Whhlmhﬂﬂumﬂ-d&-ldtclnuﬁlpuuduy-ﬁ_hnddﬁph.ymuﬁuummdh-mm&
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one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

12. COMPENSATORY ROYALTIES: If.mﬁlp-‘lod.eh-ahhqlhdﬂbvmnf&“‘hnﬂcwm.cﬂuplhnﬂndwhmm
from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drainage is occurring, the right to continue to

3



maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may
-hﬁhlnul’cthlmnmldwmwmmeummmmhhmdMWMMdmfmnIbewelluu'u.h
drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is 0 be paid moanthly to the
Commissioner beginning on or before the last day of the moath following the moath in which the oil or gas is produced from the well causing the drainage or that is completed in the same
producing reservoir and located within one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in
oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the
obligation of reasonable development nor the obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the
Commissioner's written approval, the payment of compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue
penalty and interest in accordance with Paragraph § of this lease.

13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office written application to the
Commissioner of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000,00) if this lease covers six hundred forty
(ﬂo)uuwhuudwmwmm.ﬂoo.m)irmhInuom:memdthdmdM(MO)mndlheCmmiuimduﬂ.hwﬁﬁn;.mmdﬁhhnfmn&iﬂy(”)
day period from and after the expiration of the primary term and so long thereafier as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling
operations are being conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such
spplication and payment, the Commissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafter as oil o
gas is produced in paying quantities; provided, however, that this lease shall not be extended for more than a total of three hundred ninety (390) days from and after the expiration of the
primary term unless production in paying quantities has been obtained.

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

15. POLLUTION: In developing this arca, Lessce shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal

B wetlands, natural waterways, rivers and impounded water shall be prevented by the use of contsinment facilities sufficient to prevent spillage, seepage or ground water contamination. In the

mofpoudnl.lalaednlluullmdhﬁwhmmMMwmmthmhﬂmmpﬁﬁcdmm

(A) UPLANDS: Lessee shall build and maintain fences around its slush, sump, and drainage pits and tank batteries 5o as to protect livestock against loss, damage or injury; and upon
completion or sbandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon.

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

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

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

16. IDENTIFICATION MARKERS: Lessce shall ercct, at a distance not 1o exceed twenty-five (25) foet from each well on the premises covered by this lease, a legible sign on which
shall be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same bease or where wells on two or more leases are connected to the same
tank battery, whether by individual flow line connections direct 1o the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly
identified st all times, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not 10 exceed three (3) feet from such tank or header connection.
Said signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lease.

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

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

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

20. PORFEITURE: If Lessee shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make
any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations
adopted by the Commissioner of the General Land Office, or if Lessoe should fuil to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the
General Land Office, the School Land Board, or the Railroad Commission, or refuse the proper suthority sccess to the records pertaining o operations, or if Lessee or an suthorized agent
should knowingly fail or refuse to give comrect information to the proper suthority, or knowingly fail or refuse to fumish the General Land Office a correct log of any well, or if Lessee shall
knowingly violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights scquired under
this lease ghall be subject to forfeiture by the Commissioner, and he sfiall forfeit same when sufficicatly informed of the facts which authorize a forfeiture, and when forfeited the arca shall
again be subject to lease 1o the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the automatic
termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the
rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and
regulations that may be adopted relative hereto.
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21. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in NR.C.
Sections 52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee.

12, APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and smendments thereto, promulgated by the Commissioner of
the General Land Office governing drilling and producing operations on Permanent Free School Land specifically including any rules promulgated that relate to plans of operations, payment of
royaltics, and auditing procedures, and shall be subject 1o all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the
Office's audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other
mu&-uumdnmummﬂu-ﬂuuuwﬂ-—-ﬁummw-wmmat,mauruwua@.u
Lessoc shall be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from
the Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest
dredged bottom edge of any channel, slip, or tuming basin which has been authorized by the United States as a federal project for future construction, whichever is nearer.

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

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing
ol and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental suthority, then while so
prevented, Lessoe's obligation 10 comply with such covenant shall be suspended upon proper and satisfactory proof presented 1o the Commissioner of the General Land Office in of
Lessec's contention and Lessee shall not be lisble for damages for failure o comply therewith (except in the event of lease operations suspended as provided in the rules and
adopted by the School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or
gas from the leased premises; provided, however, that nothing herein shall be construed to suspend the payment of rentals during the primary or extended term, nor to abridge Lessee's right 1o a
suspension under any applicable statute of this State.

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

26, REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by
the School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, st any time afler the expiration of the primary term or the extended term, this lease covers &
lesser number of acres than the total amount described herein, payments that are made on & per acre basis hereunder shall be reduced according 1o the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on & per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of scres
outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of scres actually retained and covered by this lease.

17. SUCCESSORS AND ASSIGNS: mmmumwuﬁumnuum“um“mwc
nssigns of Lessee hercin.

28. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest is encountered during the activities suthorized by this lease, Lessee will immediately cease
activities and will immediately notify the General Land Office and the Texas Historical Commission so that adequate measures may be undertaken to protect or recover such discoveries or
findings, as sppropriste. Lessce is expressly placed on notice of the National Historical Preservation Act of 1966 (PD-89-66, 80 Statute 915; 16 US.CA. 470). Lessee shall comply with the
Antiquitics Code of Texas, Chapter 191, Natural Resources Code, as amended.

19. VENUE: Lessor and lessee, including lessee’s successors and assigns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied,
regarding interpretation of this lease, or relating in any way 1o this lease or to applicable case law, statutes, or administrative rules, shall be in & court of competent jurisdiction located in Travis
County, State of Texas.

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code, this lease must be filed of record in the office of the County Clerk in any county in which all or say part of the
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall socompany the certified copies sent to the General Land Office.
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STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

BEFORE ME, the undersigned suthority, on this day p Ily d

i

known 1o me to be the person whose name is subscribed to the foregoing instrument, as of

and acknowledged to me that he executed the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.
Given under my hand and seal of office this the day of , 19

Notary Public in and for '

STATE OF

(INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF,

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

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

Given under my hand and seal of office this the day of .19

Notary Public in and for




September 17, 1998

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

Dear Mr. Lodge:

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

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

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

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

Sincerely,

Robert B. Hatter, Director
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OIL AND GAS LEASE
NO. M-99626

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapier 52, Subchapters A-D and H, (said Code being bereinafier referred to as NR.C.), and subject to all
mamwwumumwumw«ms&wmmmm.«mmwmmummn-d
NR.C,, the following area, to-wit:

E/2 OF SECTION 46, BLOCK 56, PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS, CONTAINING APPROXIMATELY 320 ACRES AS SHOWN ON THE
OFFICIAL MAP OF REEVES COUNTY ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

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

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

NOW, THEREFORE, |, Garry Mauro, Commissioner of the General Land Office of the State of Texas, hereinafier sometimes referred to as "Lessor,” whose address is Austin, Texas, by virtue of
the suthority vested in me and in consideration of the payment by the bereinafler designated Lessee, the sum of Sixteen Thousand Three Hundred Thirteen and 60/100 Dollars ($16,313.60),
mthWWMd&lmmmnﬂmmdeﬂhhmmndpafwmdbyl.uu.dohuvbyus.
grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and conditions, to-wit:

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

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

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

 1eM@DUCTION ROYALTIES: Subject to the provisions for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees 1o pay
or Yauldto be paid to the Commissioner of the General Land Office in Austin, Texas, for the use and benefit of the State of Texas, during the term hereof:
Saew
o-ﬂ)oOlL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 1/5 part of the gross production or the market value thereof, at the option of the Lessor,
nﬁvﬂubhhnudby|)dnhi|bupmdpna.ph-mifuy,Muﬂhdmegumwwmw of a like type and gravity
area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the sale
mlt!,whichmhhlnl- Lessece agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
Wﬂﬂpmdmﬂmﬂqwaohmulﬂudﬂd-whmdhnﬂHqudhy&wﬁboumﬂobmhpbynchmmﬂhw Upon
Busent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor.

*® (B) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above,
Mﬁmnywdlumdlnd(uup(-wﬁbdhummﬁwmpwoemdulphlfumeumolwmhqudmwamm)lf!plﬂnftlnpnn
predumtion or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general arca where

producedyand when run, or the gross price paid or offered to the producer, whichever is greater provided that the maximum p base in ing the gas under this lease contract shall not at
ml.;m'llumwmmwu;ud&.wbummdwhnmlw) Fahrenhei ion to be made for pressure according 1o Boyle's Law, and
for speci mumﬁumumwumMuhdahhmwwdme&ddmlmlwwmmumm«m;

True and Correet
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Original filed in
Reeves County
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(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/5 part of the residue gas and
the liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) of the total plant production of
residue gas attributable to gas produced from this lease, and on fifty percent (50%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid
hydrocarbons, attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or
affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant
under a processing agreement negotiated at arms’ length (or if there is no such third party, the highest percent then being specified in pre ing agn or 15 in the industry),
whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid
hydrocarbons) of comparable quality in the general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid
hydrocarbons), whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been
processed.

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

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

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

(ii) hmmmtmwﬁuhmﬂwmuumdﬂlmdnd:pmdnuimhhw;htmﬁmmdniumﬂeofnmmmudnh-h
expiration of twenty-four (24) months from the effective date hereof but prior 1o the expiration of forty-eight (48) months from the effective date hereof, the royalty rate provided herein shall be
reduced to 19.375% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twenty-four (24) month term during which
memaMmﬂymdlMﬂuwmmwﬁnhmﬁlﬁ-dmpleuhﬁrnwllundryhnlemmeludmdbyﬁhhu.unum
receive a three (3) month extension of the term in which 1o earn a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an
additional well prior to the expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in
paying quantities is established and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period.

mmomucnous:mwummmummmmmummmmaamm-ﬂmmm
oil, gas and other products produced hereunder ready for sale or use.

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

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to process gas produced
hereunder in any processing plant. mewnum.umnm“uhmmumwmummmmw
-qmydepnirluliﬁwuhmmwhwwwhhphwbmmvd.ndmmﬂﬁuhﬂbcpqﬂeuﬁnmnmyﬂdﬂﬂ
such time as the same may thereafter be produced and sold or used by Lessee in such manner as 1o entitle Lessor to a royalty thereon under the royalty provisions of this lease.

(1) MINIMUM ROYALTY: Duiuuyywlﬁlhuphﬁuofﬁlph.ymdﬁahau.ifﬂ:lﬂnh-dnﬁudbypmhmydﬁﬂpddmlmuhmmﬁn
bcl-lhn-lme@ihﬂlotalmnddd.lymdwmmmmuhﬂmﬂnzwmhuhdMMMMmud
this lease & sum equal to the total annual rental less the amount of royalties paid during the preceding year.

{J) MARGINAL PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
myilyllluihﬂp.npwhl(l)bmdlhmhWndﬁhhﬂdmmydﬂﬂmmd#mmmmﬂwyﬂqmw
conform to the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before
IhIﬁhﬂh-ﬂﬂ-ﬁ;h“dmwwhmdhm.wumwnﬂmﬂuﬂihh-ﬂm
prescribed by the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents,
recogds g0 Yeports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount
produedhd put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production,
disposisiensand market value. In all cases the authority of 8 manager or agent to act for the Lessoe herein must be filed in the General Land Office. Each royalty payment shall be accompanied
by gk b, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease, If Lesseo pays his
mpcmmmmmuwwnuhI‘—m.p-ndmu&.mumm.mum. A royalty payment which is over thirty
m)mm“.mulmdummummmum.hﬁhuam.muwmm-.mdamwmmmwm
begin when the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land
OffR# A8ministrative rule which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be
paid by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone
the %82 38 $hich royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State’s portion of the royalty or to that portion of the royalty in
disputgas to fair market value.

& IANESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually furish the Commissioner of the General Land Office with its best possible estimate of oil and gas
reser®®\fderlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas is sold or pr d and all subsequent agreements and
to such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General
be held in contidence by the General Land Office unless otherwise suthorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and
marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to
inspection and examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them. T Band CO”BG‘
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(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissi of the General Land Office by Lessee or operator five (5) days before
spud date, workover, re-entry, temporary abandoament or plug and sbandonment of any well or wells. Such written notice 1o the General Land Office shall include copies of Railroad
Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the
above-described premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each
survey on each well to the General Land Office within fifteen (15) days after the making of said survey,

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

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

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

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

from such deeper depths covered by this lease.
|
|

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

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

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term hereof and prior to discovery and production of oil or gas on said land,

Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof

should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee

commences additional drilling or reworking operations thercon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the

primary term or within sixty (60) days prior thereto, a dry hole be completed and sbandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force

and effect without further operations until the expiration of the primary term; and if Lessee has not resumed production in paying quantities st the expiration of the primary term, Lessce may

maintain this lease by conducting additional drilling or reworking operations pursuant to Paragraph 10, using the expiration of the primary term as the date of cessation of production under

Paragraph 10. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may resume

‘ payment of the annual rental in the same manner as provided berein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such ghut-in oil

or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time thereafier a shut-in oil or gas well is located on
the leased premises payments may be made in accordance with the shut-in provisions hereof.

‘ 10. TION, DRILLING, AND REWORKING: If, after the expiration of the primary term, production of oil or gas from the leased premises, after once obtained, should cease
fromeanny cauee, this lease shall not terminate if Lessoe commences additional drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full
force Hnd%eMect for 30 long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking
mwﬂhthoﬂﬂmhhﬂMmﬂlhMfawnddﬁdfﬂnhu.oﬂﬂmhpnﬁadﬁwhumhmmcmd

orgas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well
a3 a dryhwole, the lease will not terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days afier the completion of the well as a dry hole, and this lease
Mm effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee
shall gives notice to the General Land Office within thirty (30) days of any cessation of production.
1L, IN ROYALTIES: For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
and ges. any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in force and effect, & well capable of producing oil or gas in paying
quantitigs is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas
mmmmumummwhmmm“mmsuoo-mhmmmammaphmmﬁu To be effective,
cache shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3)
60 da%¥ fftr Lessce completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. If the shut-in oil or gas royalty is paid, the lcase shall be
be a producing lease and the payment shall extend the term of the leass for a period of one year from the end of the primary term, or from the first day of the month following the
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of
one (1) year by paying the same amount each year on or before the expiration of each shut-in year,

12. COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities
ﬁunl!nlllowodwiﬂ:inMM(I.OOO)fouofhquodwuni.luMmﬂuﬂhhmmm,uhwmhmmhmhﬁﬂbmh
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maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid The Lessee may
maintain the lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the
drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased p The compensatory royalty is to be paid monthly to the
Commissioner beginning on or before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same
producing reservoir and located within one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in
oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the
obligation of reasonable development nor the obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the
Commissioner's written approval, the payment of compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue
penalty and interest in sccordance with Paragraph 5 of this lease.

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

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

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

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

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

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

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

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which
shall be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same
tank battery, whether by individual flow line connections direct to the tank or tanks or by use of a multiple header system, each line between cach well and such tank or header shall be legibly
identified at all times, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not 1o exceed three (3) feet from such tank or header connection.
Said signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lease.

17. ASSIGNMENTS: The lease may be transferred at any time. All transfers must reference the lease by the file number and must be recorded in the county where the area is located, and
the recorded transfer or a copy certified to by the County Clerk of the county where the transfer is recorded must be filed in the General Land Office within ninety (90) days of the execution
date, as provided by N.R.C. Section 52.026, sccompanied by the filing fee prescribed by the General Land Office rules in effect on the date of receipt by the General Land Office of such
transfer or certified copy thereof. Every transferee shall d 10 all rights and be subject to all obligations, liabilities, and penalties owed 1o the State by the original lessee or any prior
transferee of the lease, including any liabilities to the state for unpaid royalties.

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

19. LIEN: In sccordance with N.R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid
royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition 1o the lien provided by N.R.C. Section 52.136 and any
th-m“hnﬂ”“hﬂ““hﬂ%hhwmﬂMMIﬂymhlﬂu
from dheaale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the
prodyciignor processing of such leased minerals in order 10 secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or

may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or

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

and reford such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee bereby represents that there are no prior or superior liens arising from and

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

+ If Lessee shall fail or refuse to make the payment of any sum within thirty (30) days afler it becomes due, or if Lessee or an authorized agent should knowingly make
any return of false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations
by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the
Gep& 81994 Office, the School Land Board, or the Railroad Commission, or refuse the proper authority access to the records pertaining to operations, or if Lessee or an suthorized agent
shoukdlmewingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall
knowingly yiolate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under
i, § be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which suthorize » forfeiture, and when forfeited the area shall
again be 10 lease to the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the automatic
termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the
rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions «umudummhg-cpé”ect
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21. RIVERBED TRACTS: In the cvent this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C.
Sections 52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee

12. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of
the General Land Office governing drilling and producing operations on Permanent Free School Land specifically including any rules promulgated that relate to plans of operations, payment of
royalties, and auditing procedures, and shall be subject 10 all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, 1o be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office’s audit billing notice and sudit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and 52.137 through 52.140. In the event this lcase covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other
purpose incident to the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Lessee shall be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from
the Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest
M;dbamedasduyd:md,dip.amuiu;bﬁnwﬁduhubeum«iudby&euwsmuulfduﬂmjedfmﬁmnmm.wﬁﬁmism.

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the casing or any part of the equipment from
qmw,uwmuwumm"ummdmmwaumuwomﬂau-me;uM|m.ﬁmm
mm«mmumwwwmmummmmlummwm.m,WMumm
by Lessce and used by Lessee in the development and producti of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly
filled and all broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative.

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing
oﬂn&uwmmﬂmnﬁhgoodfhiﬂ:.bymdw.mmmﬁtu.md(bdwnyaﬁu.m«nmhﬁonn{mﬂlu&uﬁy.wwhﬂcw
Mlm’lowﬂiuhmﬁywilhmwmuwwmﬁmmwbhwamwLndoﬂluinnwmd
Lessee's contention and Lessee shall not be liable for damages for failure to comply therewith (except in the event of lease operations suspended as provided in the rules and regulations
.dopl.edbymWMMM&MN]MMMM»I@;-Mhmwmy-whmu.ﬁm&ﬂmmmmm;dlﬂw
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_ suspension under any applicable statute of this State.

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

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by
the School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, at any time after the expiration of the primary term or the extended term, this lease covers a
lesser number of acres than the total smount described herein, payments that are made oo & per acre basis hercunder shall be reduced according to the number of acres pooled, released,
MuMMntﬂqunwnhﬁa-ﬂ.hmdﬁshhﬁ;hMmMbudcﬂledbmdwhmbwdm
outside the boundaries of & pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

28, ANTIQUITIES CODE: humuqmdwawmammummummmmwm
activities and will immediately notify the General Land Office and the Texas Historical C: ission so that adeq may be undertaken to or such di eries or

findings, as appropriate. Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; IGUS.CTL#?G).LMMM&&&
Antiquities Code of Texas, Chapter 191, Natural Resources Code, as amended.

29. VENUE: L-z-dlenu.hdndul-ldlnw-cnndﬁmmwhmhwm-ﬁ;udumﬂmmmwam
MdeMamhmwmﬁhhmwthhW.MGmmnﬂhhlmdwmwim
County, State of Texas.

30. LEASE FILING: mmﬁm’dbe'ln.BulCu.Co&.&khulmuhﬂNdmdhudﬁudmcmﬂdhmmyhwhidllllu-ypmdﬂa
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies seat to the General Land Office.
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Texas.

TITAN RESOURCES, L.P., By and Through Ilts
‘ Ceneral Partner, TITAN RESOURCES |, INC.7

LESSEE M
BY:

Dan P. Colwel

TITLE: -
DATE: September 25, 1998
IN TESTIMONY WHEREOF, witness the signature of the C issi of the General Land Office of the State of Texas under the seal of the General Land Office.

COMMISSIONER OF
OF THE STATE OF

‘ A LA (CORPORATION ACKNOWLEDGMENT)
COUNTY OF___M|DLAND
BEFORE ME, the undersigned suthority, on this day personally sppeared___ UAN P COLWELL

known to me to be the person whose name is subscribed to the foregoing instrument, as V| CE PRESIDENT - LAND of TITAN RESOURCES 1, INC.,
General Partner of TITAN RESQURCES, L.P.

and acknowledged to me that he executed the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

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

MARYLYN GIBBS
NOTARY PUBLIC
] STATE OF TEXAS &
My Comm. Exp. 12-16-2000§

’l’?. .F (INDIVIDUAL ACKNOWLEDGMENT)
.o
| OF
. e
e »
-

Before me, the undersigned authority, on this day personally sppeared

foame to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the
e §or the purposes and consideration therein expressed.

#2400 Given under my hand and seal of office this the day of 19
-
LR L]
seee’ Notary Public in and for
.:.‘.5

True and Correct
copy of
Original filed in
| - Reeves County

S Clerks Office .
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Lease Number Book/Vol Page Encry County / Parish State

TX259-389-167-000~-00 595 346 (002886 REEVES TX

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

Legal Description

E/2 of Section 46, Block S6, Public School Land Survey, Reeves County, Texas, containing approximately 320 acres as shown on the

Official Map of Reeves County on file in the Texas GCeneral Land Office. Austin, Texas

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-99626

| QHU55315
Payee (8) \JAELUunL Number Amount

State of Texas {ﬂ(}<320.00

General Land Office
1700 N. Congress Avenue
A%Sﬁ&n, TX 78701

-

et S ’/ﬂzm éﬁ sources| LP |
R?J‘tPeriOd Beg. 08/04/1999 DELAY RENTAL CHECR % 100439

INSTRUCTI®NS TO DEPOSITORY: You have been designated as depository for the above described payment Please credit the proceeds
ther o?.@j the parties named and in the amounts indicated Should any difficulty of any nature arise. DO NOT RETURN our check, but
make ;hc deposit to the credit of the party named in a special account, and advise ues as soon as possible for further instructions.

100439







Check #101251 v 7. Jo es L P. [ 2 /
‘ State

Property 1d /| MMS Eff. Date. “Recording County/Parish
TX299-389-167-000-00 08/04/1998 | 10/12/98 BK 595 PG 346 ENTRY 002886 TEXAS Reeves
M-99626
Property Name / Lessor

Commissioner of the General Land Office of the State of Texas

E/2 of Section 46, Block 56, Public School Land Survey, Reeves County, Texas, containing approximately 320 acres as HW or‘rthg Official Map of Reeves
County on file in the Texas General Land Office, Austin, Texas “v D44 O 0

%32—0’”

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the
Commissioner of the General Land Office Federal Tax Withheld
1700 N. Congress Avenue 0.00
Austin, TX 78701 Account Number
Total Bank Charges
0.00
| Payment | Period Payment Amount Bank Service Property Property
‘Due Date | (in months) Description Due Charges Sub-Type Sub-I1d
08/04/2000 12 Delay Rental 320.00 0.00
S ik W | Lea l 0.00] 0.00| 1
oFae Ty .
2 . = -3 E—)
T L T3 l 0.00] 0.00] |
~ = >
e po.: - o w
. - o il
oslag 17 JIET o= | B | 0.00 ] 0.00 [ |
- C 58] -
fu 17 lgr 3| = | 0.00 | 0.00 | |
. |eee = | -
o | '!

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us |mmediatelyN 0 1 O 1 2 5 1
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Check # 102584

Property Id / MMS Eff. Date Recording State County/Parish
TX299-389-167- 000 00 08/04/1998 | 10/12/98 BK 595 PG 346 ENTRY 002886 Texas Reeves
M-99626
Property Name / Lessor
Commissioner of the General Land Office of the State of Texas
Property Legal Description

E/2 of Section 46, Block 56, Public School Land Survey, Reeves County, Texas, containing approximately 320 acres as shown on the Official Map of Reeves
County on file in the Texas General Land Office, Austin, Texas

Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the Commissioner of the General Land Office
1700 N. Congress Avenue Federal Tax Withheld
Austin, TX 78701 0.00
Account Number
R ¥ ———
U./'( L 0.00
Payment | Period Amount | Bank Service Property Property
Due Date | (In months) Duerlpuon Due Charges Sub-Type Sub-1d
08/04/2001 12 DELAY RENTAL 320.00 0.00
11| | | 0.00] 0.00 I : —
I I l [ | ! /V) \ -
!/ 0.00 0.00 7
>
/1] | | 0.00 | 0.00 N Tes o
Ull49577 o ...
11 ] [ I 0.00] 0.00] Vil W o El
A JOU

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us |mmed|atw 0 1 0 2 5 8 4
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Check #9901488

TX299.389 167- oob 00 | 08/04/1998 | 10/12/98 BK 595 PG 346 ENTRY 002886 e ‘., Tous’, Reeves
M-99626 s - _.'
® L “en
~Property Name / Lessor
Commissioner of the General Land Office of the State of Texas
Description

E/2 of Section 46, Block 56, Public School Land Survey, Reeves County, Téxas, containing approximately 320 acres as shown on the Official Map of Reeves
County on file in the Texas General Land Office, Austin, Texas

02042318

Payee Name & Address
State of Texas, acting by and through the Commissioner of the General Land Office
1700 N. Congress Avenue Federal mm"“w ;
Austin, TX 78701 0.00
"} Account Number
Total Bank Ch
0.00
08/04/2002 12 DELAY RENTAL 320.00 0.00
/1] [ e [ 0.00] 0.00] [
-3
11 A = | 0.00 0.00] [
i ©.-
77 ] & [ 0.00] 0.00] [ AN
F 4
\ / = (76
1 Ly = | 0.00] 0.00] [ A

Instructions to depog’t'ojry: you' have been designated as depository for the above described payment(s). Please credit the proceeds thg@(mw
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately. 8
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