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APPL[ ANT 
A RE 1 M 1 NT 

APPLr ANT 
IDENTIFI A T l 
T APPEAR N 
LEA I (type/print) 

•••• AREA 
• •• • : DE lUPTl N 

• • ti, . 

• . .. , . 

• •• BID 
• • • • ll 

M L .N . 

30 

APPLI ' T 
T ' l.1 . /1 

• l , NAT H.E F 
A,E T 
(type/prmt below) 

o~ ' ~fi 

T 4, 1998 
MI i RALL ~A • DID APPLI ATI 

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

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

Name 

Address 500 W. T[XAS, SU ITF 500 

City MlDLAND St.ate TX Zip 79701 
(Include +<I Code) 

Telephone ( 91 ~ 498-8600 

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

46 (If Applicable) 

Acres 
56 320 

Section/Tract Block/Tsp. __ _ ----- ----
(If Appliablc) 

fil Cash Bonus Enclosed (~------- (I} pc/print amoUllt below) 

@ Sales Fee Atwched (S) ___ (type/print amount below) 

$244.70 
----- -----

Thi Sales £ cc is I - 112% of the cash bonus as provided in cction 32. 11 0 of the 
Natural Resources ode as amended. 

APPL ( ANT (same as above) 
T l lA Rf·SOURCl . L.P. 

13 N AM NT LY ( ) 
Do Not include al ~ fee) 

{!} 16,313.60 
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~uztin, 'Otexng - -·--

OIL AND GAS LUSE 
O.M-"'1' 

WHEREAS, pur'IUMI to Ibo T-Nltllnl R.clourccl Code 0M,pca-a 32, 33, SI, aid Cllapc« 52, Sobdt.aplcn A-0 md H, (aid Code being bcrdoallcr rd'cmd IO IS N.R.C.). md -,bject to all 
Nia llld regubliom pnimulptc,d by Ibo CommJ..ianer o( Ibo Ocacral Lmd Office llld/(1( tbo School uod Bowel ~ thcrdo, llld all ocher ..,.,uc.t,lc .wuica and 1111codmcnts ID Aid 
N.JLC.. tho followlna -. to-wit: ' 

111 0, ~ON 4', BLOCK 5', P\lllLlC SCHOOL LAND SURVEY, llUVES COUNTY, TEXAS, COr<TAINING APPROXIMATELY 310 ACRES AS SHOWN ON not 
OFFICIAL MAP OP RUYES COUl'«Y ON F1LE IN nu: n:JCAS GF.NDlAL LANO OFFICE, AUSTIN, TEXAS, 

w-,-"-" bcinl duly adYcrtbcd, offered ((It lc8IC oo Ibo .Clil clly o{ Allru,t, lffl, Ill 10:00 o'doc:k LID~ by Ibo Commlaloncr o(the Ococnl Lmd OO"ICO of the s- o(Tcxas llld tho School 
Lmd 8-d ol the Sta1e o(TCXM, ((It tho ,olo Ind only purpo90 of prospcctlna Ind drillin& ((It, and producin1 on -1/(lt Pl tbM may be fOUlld and produc:ed from the lboYc dc:lc:ribcd 11tQ; and 

WHEJU!AS. after all bids llld ~ wbldl -. l'CCCMld up to Aid tlmo baw bccD cluly-.ida'cd by tho CommlllioDcr ol Ibo Ococnl Lmd Office llld Ibo School uod Dowd 111 • relJII­
IDCICWII dlcnd ID tho Ocacral 1.ADd Offioo, oo Ibo 4111 cllly ol Allplt, tm, bcrdnallcr Ibo "ctrocdw dllle• MM! It - (ound llld ddamincd thM 1TTAN RESOURCES, LP. wboao odck'CD la 
500 W. n:xAS, sum 500, MIDLAND, TX 79701 lud olTcnd tbc bicbat llld bc,t bid ((It a lcuc oftbo .-ca abow dctcn'bcd aid la, tbcrdoro, cntidod to recciw a 1-tbcr-= 

NOW, TllEJlEFOllE, I, Girty M..-o, ComrollPOOC'I' o(tho Ocacral Lind OOloo oltho Stai. o(Tcxas, bcrdoallcr ,omctlmca rc£on,d to• "Lc:aor; wboao addrcu b Austin. Texas, by vinue o( 
._ lllllaority \'eRDd In - llld ID coosldcndoo of the P')'lllCIIC by tho berdnafto- dcaiauic,cl I.-. Ibo aan ol Sa...,_ n-....t llaree BUDdred '1'lllrwn aad WIOO Oollan {Sl')llJO). 
receipt o( wbidl la bcm,y ~ llld ol the royaltic:I, COWDIIIIJ, ltlpuladou llld coodmoos -lainod llld ba'Cby .,,_s to bo paid.~ llld pcnormcd by 1-. do ba'Cby dcmue, 
V-. '-c llld Id 111110 tbo aboYo mcatioaod b4ddc,r tho exdllsiw risbt to pnllPCd f'or, produoo llld take on llld/or Pl from tho aforesaid area upoll tho followlnl tcnDJ lllld c:ooditlons. to-wit 

L R.tSDlVATION: Thero la bcRby cx:cqiccd Ind raa'W>d to Lcaaor tho fWI 1UC o( tho~ OOYmKI ba'Cby llld all ripta wilh rcspca to tbo rurfaoc IDd a,blunace dicreo{ ((It aQ)' llld 
all pwpo.ca c:xcq,c tbc»o pntcd llld ID tho cx:tcot bade pw,leld IO Lc:ucc, IOldhcr wltb tho rich-ts ol tn.,_ aod cgreu llld - o{ Aid lands by Lcaor lDd its miocnJ lcucca, for purix- o{ 
apl~a for ..ct prodl>cln& tho miDlnu which 1n not OOYCrod, or wblch may not be ooYcf'od In tho :Cuture. under the terms of thlt leaw. but wbJcb may be loclllod within the IW'UIOC bouodlflca ol 
the leMod -. All of tbo risbb In llld to the lcuod prc:mua rc:taincd by Leuor llld all oC tbo riabts lo llld to tho lcuod prcmi,a pwoted to Lascc bcreill aha11 be cxcrcbcd In IUl:h • manner tbM 
nddia' lhal1 ~y lntaf'cre with tho opcntloo, o{ the ocher. 

1. TlRM: Sul!jcc:t to tbc othcr prov{slom bcrcof; thiJ leate aba1l be Cor a tcnn oC fin (5) )Ur'S from the df ccliw dale bcn,of (,bc:rdD called "primary term j IDd III long tbcrcaftcr IS oil (It ps 
1J produc:ed lo p11yln1 qu111titlca from Aid wca. 

). Dill.AV RUff ALS: If DO wdJ be oommcoccd 00 tbc laad ba'Cby lcated 00 or before the IIIIIMOW}' dale of thiJ lcuc, thiJ lca,c lhall lt:nllln.Mc as to boch J*tia llllk:a tbc 1-00 (It 

before aid dlu lb.Ill pay or lielldcl- 10 the Commblloocr o{ Ibo Omcnl 1.ADd Office ol tho Sllllc al r- 111 AUSWI, Tcx:.M, tho aan o( OM Dollat (S 1.00). ptt Kn. wblda aball opcnto III taWII 
and_. tho privilcp ol dcfc:rri.q tbo commcnocmcm ol a well'"' twdYe (12) -tbs from Aid daa ln lilc& w llld upon like Pll)'DICIIIJ or lClldcn the oom-t of• wdl ~ be 
furtbcr- cld'med ((It lilce periods fL tbc - number fL maoths IUClllCSIMly cklriq Ibo primJry tcnn bcnot. 

4. PRODUCTION ROY AL TIJ!S: Sul>joc:t 10 the provi,IOOI for royall)' roc»ctiooa ICII out In a,~ (II) ol fhu ~ 4, llpOD productJon of oO and.'OI' ps. tbc 1..-~ ID pay 
or - 10 be paid to the Commlaianer o{ Ibo Ocncral Lmd Offioo Ill AUSWI, T CUI, fat' the UICI Ind bcnd'it o{ the StMe o( T cxu, cbinc tho ICnD bcroot. 

(A) OIL: N • royall)' Oii oil, wblcb IJ defi-1 Ill lnduciq all byclrocart,oas producod la • llquid form Ill Ibo mouth oC tho wdl llld abo all ooadcmllc, distillalc., lllld odlcr llquid 
by(k ocabom l'COOYa'od from on or ps nm throup a lCJ*lll.OI or other cqulpmall, as bcrcia.allcr prowicd. 115 l*1 al the p'OA producd,cn or the m.\;cc value thcreo( Ill tho opdoD o( the 1-, 
Sid vlhle io be dctamJ.ncd by I) tbo bl ghat po,ilcd ~ioc, ph.11 pranlum, I! Ill)', otr-crcd (It pild far oO, CO!idfflsile., dlJtillite., Cl' other liquid bydlocalboiu, iupoc:tivdy, ot • 1iko type llld pwvlty 
In tho ac--aJ area where producod MM! wbm 1"1111, or l) tho lllp,c.1 aw1c.ct prioo theroot olrcrcd or paid In lhc aaic:nl wca wbcre producod llld v.tiai nm, or 3) tho P"(IN proocods o( the we 
thcreo( ~ la tho arc-,r. t..-~ thlit bcforo MY pt produc:ed from tho laod ba'Cby leucd Is ,old, u,cd Ot' proocaod In a plant, It will be ND free o( COii IO LcSI« throup ID 

adcquato oil and pt aqwMOr ol ~'bo.11 type or ochc:r cqulpmm1 • led as df1dcot lO tho end that all llquld bydrocabooJ ~c from Ibo Pl by aach IIIC8DI will be recovcnd. Upon 
wrillal commt or~. tho~· that aach pt bo nm lhrouab aach • ~ (It oth« cqwpma,I ...., bo walw,d upon aach la1IU llld amdjdoo, as prcacn'bcd by Leuor. 

(B) NON-PROO:SSD> GAS: No a royalty oo any pt (lncludin1 Oared .. ). ... illdi b defined as all bydrocabooJ llld ~ IUbllanca DOC clcflllCd as on In IUbperappil (A) aboYC, 
producod from aQ)' -IJ 00 uid land ( cx_cq,t III provided herdn with respect IO p.1 proc-,c,d lo a plant ((It tho CXtr9CtiOD o/ p.sollnc. llquld byclroc:arboos or ocher producu) 1J5 plrt of tbc poll 
productioo or tho marbt value tbcrcot, 111 the opdon ol Ibo Lcaaor, aach value to be buod oo the biat,at marlcct prioc peld or offered ((It pt ol oompnblc quality lo the gcncnl lll'CI where 
produc:ed aod wbm 1"1111, or tho poa price pmd or offered IO tbc producer, .,.ulcbcva- Is IJ'C*t providod that tbc maxlmwn prc:uurc base In mcuurln1 tho Pl under thla •--tnct aha11 DOC III 
my limo cxccod 14.6J pouaclt pa- IC!"'" locb abeolut.o, ..ct tho 11-wd base ICIDpc,n,Nre lball be 8lX\Y (6'J) clesreca Fahrenbcit. awT'OCtioo to be made for prcaure ~. to 8o)llc'1 Lsw, IDd 
((It apcdfio pwvlty ~I to lelt made by Ibo Babnc;e Mctbod or by Ibo mOII approvocl IDClbod oflCSlilll bdn1 med by tho lnduJlry Ill the time ottallna. 



(C) PROCESSED CAS: M • royalty oo 111y ps processed lo a p,olloc plane or other plant for thc l'CCOYa)' of p,olloc or other liquid bydrocarl,ons, 1/5 pan of thc residue gu lnd 
tbc llquld bydlocm'boas CX1nlc:lcd or thc awlcct v1hic lhcroo(, II lhc opcloa oCthc Lcaor. All royalties clue bcrd.n shall be buod oo - hundred pcrccnc (100%) ofthc cotal plant produa.ioo of 
rc:llidale ps 111ributable ID ps pl'Oduccd &om dw lease, llld oo fifty pcrccac (50%) or chat pcrcc:oc acaulng io Lcuce, whlc.bcvcr Is thc greater, of cbc cotal plan.I produc:tioo of liquid 
kyd,ocnoa.s, attributable IO lhc ps produced Crom chiJ lcuc; provided lhal If llquld bydroc8tt,ou - f'CICO\l'crCd Crom ps proccqod ln • plane ln wblch 1-(or its parc:nt, aubsldluy or 
affillalc) owu an lncaat, chca lhc pcrccnup oppllcablc co llquld bydrocarbou shall be fifty pcrcczlt (50%) or the blabest pcrrmt acaulng co a third .-tr proccalog ps throu&b such plant 
eclor I procc:u.lng ap-ccmcot ocgocialc,d III rnnl lcllgui (or If there Is DO aid! third pany, lhc bigbat pcrccac chca being JpCC!tied lo proccuma aarccmcnts or cootracU ln the Industry), 
~ Is the IJUI«. The rcapoctlw royal tlca oo rcslduo ps and oo liquid bydroc:8,t>olu mall be clctcnnlocd by I) lhc blabcst marled price paid or offered for IDY gu (or liquid 
~ocmi,oas) of-1)9nblc qualicy ln the gcoaal erea cc l) the pou price paid or offered fee such residue au (or lhc wclabted avcrqe pou "11lng price for the rcspc,cuvc grade& of liquid 
ltydrc)cnons), wblcheYa" Is the peater. Ill DO CYCnl, bowcver, shall the royalties payable under this peraarapb be lcss than the royalties wblcb would haw been due had the au DOt been 
procaaod. 

(0) OTIIER PRODUCTS: M I royalcy oo c:arboo blade, aulphw- cc 111y otbcr producu produced or m111ufac(W'OCI from ps (cxccptina liquid bydrocatbons) whether aald ps be 
"casinpead, • "d,y" or any other ps, by frlctioaatina, burnlna or IDY other pmiaslng. 115 part of p-oa productioo of such produeu, or the maritct Vlluc then,of, 11 the optioo of Lcuor, such 
mmtd value co be detcrmlnod u follows: 

(1) On the bash oC cbc blahcst marut price oC each product. cluriq the 11111c month ID wblcb IUCb produc:t Is produced. or 
(2) On lhc bash oC cbe &YCl'IIC sroa sale price of each produc:t for the amc mooch lo wblcb IUCb producU arc produced; wblchevcr Is thc IJUI«. 

(E) V ARIADLE ROY AL TV: (I) Subjcc:t to the other provlslonJ of chla lease, it Is hereby provided th.at In the event productioo in paying quanticles iJ established punuanl lO the lams 
fll diil lcuc and IUCb productioa Is brou&ht oo line and aales thCl'COf we commenced wiclilil twcn1Y· four (l4) mooths of the dTcc:tlve date bCl'COf, the royall)' rate provided bcrdn lhall be 
~ '° 11. 75%, and aball apply co each ~ wdJ dn1lod IOd produced oo thc IIOd coYa-od by dw lcuc. Provided chat, If during aucb twcnty·four (l4) mooch tcnn dwina wblch 
r..- may &8111 I roduced royalty r'IIC ftl lL75% IJ bcrd4 pnJYidcd, t.ca- lhould drill ill p,d faith and -pic:Cc lhc fint well U I dry ltole 00 the Jand C0YaW by thia leau, Lcs,c,c ~ 
rwcciw a dnc ()) mootb c:xlell.don vllhc lalll In wbk:lt co_,., rcduood royalcy nitc by pving nocicc to lbc Comm.issioocr oCtbc Gcncral Lmd Office, oommcociJla dtillina opcntloos oo III 
.tditiooal well prior co lhc cxpirll.i.oo oC aucb three()) mouth period llld proscwting diligently llld in good faith thc drilling oC aucb additional well and completing aame ao that produ<:tioo lo 
P')'Ulg quaoticles Is Cllabllsbcd and ao that aucb producldoo Is brouabt oo line and aales thCl'COf arc commcocod price lO the c:x:pmtioo of such thrcc (3) mooth cxtcnsloo period. 

(u) Ill tbc evait procb:doa ill payloa quaotiti.cs is cstablisbcd l)W"IU8Dt to the ICnDJ of this lease and aucb producdoa is brought oo line lDd aales chcrcof arc commenced after the 
cxplntioo o( iwauy-Cour (1•) IDOlllhs &om lbc dfCClive date bcrcd but prior IO lhc cxplndoo o( foey-d&ht (0) months &om thc dfCClive date bcrco(, the royal I)' r'IIC provided bcrdn lhall be 
rcduood to 1'.375% llld aba1I epply IO each ~ well ikillcd and produced oo cbe land covu'CCI by dw lcuc.. Provided chat, If durln1 aucb twmty·four (l4) moo.th tcnn during which 
Lascc ~ es11 a rcduood royalty r'IIC oC 1,.375% u bcrdn pnJYidcd, Lascc lhould drill ID p,d faith and complele the lint well u a dry bole oo the land coVU'od by chla lease, 1-~ 
rooclw a thrcc ()) mood! c:xtauloo of thc ccrm ln wblcb to -.i a roducod royalcy rate by giving DOtioo co cbe Commwlooer of the Ococnl Land Office, commcocing drllllng opcntioos oo an 
addi.tlona.l well prior co lbc c:x:pmtioo of aucb thrcc (3) mooch period and prol(ICUtiq dill1cotly and in 1ood faith thc drilllna or IUCh additional well 111d completing aame ao tbll production In 
P')'Ull qumtities Is Cltlblldicd llld ao tblll such productioa II brou&ht oo line llld sales lhcroof ll'C commcoccd prior to the cq,lratioo of such thrcc (3) mooch cxtcnsloo period. 

(P) NO OIIDUCTIONS: Lascc oar- tblll all royalties acaulng to 1-under dw lcuc aba1I be without deduc:tloo for the cost of produdna, lrlllJpOrting. and othcrwiJe makinc the 
oil, ps and otb« p,oducts produced ltcmmdc:r reedy for aalc or ue. 

(C) ROY AL TV IN KIND: NotwithJtaodlnc aoytblog ooncaloed bc:rcln IO the COlllraly, r...es- ~.•its op(lm, upon DOt lcu than 60 ~ DOticc lO Lcucc, rcqulrc al 1111y tlmc or from 
time to time lb.It PQ'IIIClll o( all or m;y royalties acaulna to Laaor under this lease be !Dado ID kind without dodudioo for lhc cost of produclna, pthcrina, IIOrina, ~a. treating, 
~ comprcama, pwc:alaa. lnmpOrWI& me! othcrwiJO maldq the oil, pa Mid other produc:ts produced ba'CUlldcr reedy for aale or use. Lc:sso(1 right to calce Its royalcy ln kind 
lhall - dimlnuh cc oepto 1-'• rl&hts or 1-'1 obliptl.ooa. wbdb.cr c:xprca or impllod. uodcr this I.cue. 

(II) PLANT FUEL AND R.ECVCLED GAS: No royalty mall be payable oo m11Y pa as m.-y rcpracGI dw lcuc'a proportiona1e wno of any fuel uJOd to proccas au produced 
'--- la m;y prooeai.oa pi,at. Notwidwnding ~ CODlaillcd bcrdn to Ibo CODlnl)', IOd IIUbject to the COOICOI In writl.og of the Commlaioocr of the Ocncn1 Land Office. Leaec 
may NC)"do ps for ps Ii.ft purpo9CI oo lhc kuod p!'CIIWICI aLlcr lhc liquid bydn>cmt,ooa cootalncd ID lbc pa bavc been removed, Mid no royalties aba1I be payable oo lbc ps ao rcc:yded until 
IUC:l time • lbc - may tbaufta' be produced and IOld or ucd by 1-la aucb - as IO entitle Laaor to a royalty ~ Wider cbe royalty provlsloos of this lease. 

(I) MINIMUM ROYALTY: During my,,_ allcr Ibo cq,lratioa aflbe pruiury term of this leasc, lf dw lcuc Is m•intaf-S by producldm, thc royalties paid co Lcuor ID DO =t &bell 
be lea II.. • MDOUDI. equal to lbc IO(aJ 11111\W delay rental bcrdn provided; ochcrwlsc, dia-c aball be duo llld ~c oo or bdorc thc lul cl-,, of thc moo th auoccodin1 thc annlvcnmy dale of 
du, lealc I NII equal IO lbc cotal IIIIUW rcotal lcss the IIDOUDt o( royalties p&ld durlna the prooodina year. 

(J) MAJlCINAL PllODUCTION ROY AL TV: Upoo Lcs,cc'a wri.11c11 l!pplla,tloa. the School Land ao.-d may reduce lhc royalty n1e 1<1 out ln thla pen,npb oodlor the m.lnim1UJ1 
royalcy IICt out la aubp.nanc)b 4 (I) co CX1clld lbc economic: life fll dw lcuc and -.nae rocowsy oC oil or ps tblll ml&ht ochcrwi.,e remain lll1l'llOOVa"od Any aucb royalty rcducti.oo must 
-Cotm IO lbc roqairaDal.U of my Sd>ool Lllld Bon ..:1m1DiJcn1M Nies oo Chia aubjoct. Royall)' may DOI be rcduood below lbc applicable IUIUUII')' minimum. 

S. llOV ALTY PA VMENTS AND REPORTS: All royalties not cakm lo khld aba1l be paid co tho Commluioott oflhc Gcncra1 Lind Office a1 Austin, Tc.1W, ln the following maru>er: 

~ of roy.ity OD producdoo o( oil llld pa ehall be II provided la lbc nalcs 11Ct for1b ID die Tc:us Rqislcr. R.ulca currently provide lhll royalcy oo oil Is due llld mUII be rcoclved ill lbc 
0-.:. Land Offioo oo or before die Sch cl-,, fll cbo ,oooad moalb IUOCo«liq lbc mooch fll prodocuoa, and royalcy oo ps II due, llld must be rccc:1-' ID lhc Ocncnl 1.-1 Offioc oo or bdorc 
.,. 156 ~ fll die ,oooac1 moalb •oooeedina tbe moalb of procb:tloa. -pclcd by lbc .mct,,vi1 ftl die°"""""• mwccr cc oChcr todborlzcd aacoc. COl!lpl.cud ill the Corm aod -
pr-,,ibed by die Gmcnl LIOd omoe and abowlq tbc sroa amoulll and dupcmtioo mall oa and p, produced and lhc matbc value of the oil llld ps. to&dbcr with • copy of all documcats, 
ncordl or rq,oru coafirm.bl& lhc pou procb:tloa. dupolitioo IDd matbc value lncludlq pa meter readings, plpdlnc rcccipu. pa line rcoclpts llld other cbecb or mcmonode vl 1111oun1 
podlM)ed and put lalo plpcUncs, llD.b, cc pools and ps l.iDCa or pa llOrlCc. and mQY o(hcr rq,oru or roc:ordl wblch the Gcncral Land Office may rcqulrc co vu{{y lhc poa producdoo., 
~ IDd matbc val11e. In all cues lbc Mllborny of a m.magu or aaa,t to IICt for the~ berdo mlllt be ft.loci In the Ocncn1 Lmd Office. Each royalty P«)'IIICOt ehall be eocompmicd 
by a diedc llUb, edledulc, IUIIUII.W)' or o(hcr rcmitl.lDCC advice lbowiq by tbc uslpicd Ocncn1 Land Office lease number the emount of royelcy bclna paid oo each lcue. 1f Leaec ~ bis 
l'O)WtYoo orbcCorc lblrty(JO) dayo atlcrlhe royalcy p.ymc:a1 wq duc, lbco 1-owa a pcnalcy ofS% oo tho royalty or ru.oo, wblcheYa" Is arc-er, A royalty P«)'lllcot which Is ow:rlblrty 
(30) ~ 1* mall ecc:nao a penalty ol 10% otthe royalty due or n.s.oo wb1cbcYcr Ii lfCilcf. Iii idditloD io a pcnalr;y, l'O)'lldcs aball llCCnle lntcres111 1 r111c of 12% pa-yer, such ln.tere11 will 
bepi eocnma wbco lbc royalt)' Is Gxty (60) ~ ownluc. AJildmtl md aupporti.ng documcotl which we DOI filed wbco due, aba1l lnaa a pcnalty lo ID amount Id by the Ocncnl Lind 
Office odmllll.llnd..., Nie wblds II dfcctlve oo tho dlllc wbc:11 the ollidmi. or ~ documents wen, due. The 1-abalJ bear 111 rc,poruibllil)' fee ~8 or c:auslna royalties to be 
plid • praa,.1>cd by lhc duo dlll.c provided bercia.. hymcol of tho ddlnquc:ocy pcoalty shall In DO ~ ~ lO prohibit lhc Staid, riabt ol forfdturc u provided by law nor eel to postpone 
lbc dllc oo wbldl royalties wen, orlglne1ly due.. The above pcnalt)' provisions shall DOt l!pl)ly ID c:uca of title dupulc as to the Staid, portioo of cbe royalty or co that portioo of the royalty In 
dupu1c II IO Calr ,nllla,t va.lllC. 

'- (A) RES£RVES, CONTRACTS AND 011CE.R RECORDS: ~ aba1111111ually furubbi lhc Commlulooct vllbc OcocnJ Land Office with its beat poalble catinwc of oil llld ps 
rcecna mdcrlyina Chia lcuo or alloc:able IO this I.cue and ehall funwb uld Commlllioacr wllb ooplc, of all coocr-.c:u under wbldl ps Is aold or proccqod and all 1Ublcqucot ap-ccmcnts lOd 
- r *'-" to mcb - witbla lblrty (30) ~ ol\cr entering Imo or making mcb coo~ -crccmcoi. or amc:odmcota. S;>cb coocncu IOd acrc,cmCIIII wbc:11 n,c:dved by lhc Ocncnl 
Land on-- ehall be held • a.6dcocc by tbc Gmcnl LIOd Office ml~ odiawlao auiborb,ccl by i.-. All ocbcr oootncta and roc:ordl patabil.na lO the producdm, enuponadm, aale aod 
.-bCiag al lbc otl Mid pi produced 00 ,aid prem.1-. lncJIMllng lbc boob md IIOOOUDII, roc:dpta and ducbaraca o( all wd!J, lanb, poou, m<1Cn, and pipcll.oca lhall II all times be IUbj«:t lO 
liilpec:doa md c:umllllldOD by lhc Comml.woocr al fbc Ocacn1 LIOd Office, lbc AJlaDley Ococnl, lhc Oovcraor, or lhc reprcacnWive of any oC them. 
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(BJ DRJ LUNG RECORDS: Wrillen noclcc al all opa1llioas oa tbl.s lcue shall be lllbmiucd IO the Commwioocr of lbc OcocRI Land Office by Lwcc or opcntor 6vc, (S) days before 
~ ct.c, wor1aM>r, ,-:ocry, lclD,pOnry .-doamCDl « pluc ood .i-doamCII( of 1ftY wdl « wdls. Suc:b wriu.c:o noclcc IO the Gcocn1 Land Office lh&IJ locllldc copies of R.ailro.d 
Comm.laloa fon,u fo,- epplladoa IO drill. Coples al well tau, oomplcdoa rq,oru ood plugginc rcporu &hall be IIUlll)llcd to lbc Gc:ocnJ Land Office al cbe time Ibey .-c filed with cbc Tew 
11.milroed Commluloa. Lessee llhall IIUlll)ly lbc Gmcnl und Offtce with 111y rooonls, mcmonoda, eooounts, reports, cuulnp aod COf'C&, or other lnfomwioa rc.latiYC to lbc opcntloa of tbc 
lboYo-dcacnl>cd prcmlJCS, which may be rcqucSlcd by tbc OcocRI und Office, In addldoa to mosc herein expressly provided for. l..cacc ahalJ have ao docuical and/o,- radioeedvil)' IVtvey 

a.de oa lbc boto-holc ~ oa., &om lbc bucollbc IUl"!acc culna IO the IOUI dqlCh of well, ofall wdls ~eel oo the ebow dclcr11>cd premucs IOd ahall cnnsmi1 a true copy oftbe lo& of each 
..vey oa cach wdl IO the Gmcnl I.Mid Olftce wilhin 6ftcco (IS)~ al\cr lbc makincolAkl IUl'll'e)', 

{C) PENAL Tl ES: Lcucc ....,_. Incur a pawcy wbc:oeYCI' reports, docwncnts « ochc:, malcriau o.re - filed ill tbc 0cacra1 und omcc wtica due. Tbc pawl)' r« 1ai.c fi!lQg ahalJ be rct 
"1 the Ocncnl Land Offtce aclmlo.ucndv,e rule whlcb ls dJ'cc:dv,e oo tbc date wbca the malenah ~ due in the Ocn.cnl Land Ofiioe. 

7. RETAINED ACREAGE: Notwilhslandl.nc .. y provbloo of thiJ lease to the cootrlly, 11\cr • wdl produdn1 « caplblc of producing oil « ps bas been oompldod oo tbc leased 
premises, l...csscc ahaU c:xc:rcuc lbc dillccnce of a l'CIJOUbly pnidcnt opcnl« in ~liDa such odditloaal well « wdlJ u may be rcuooably nccaary fo,- tbc proper deYClopmcn1 of the leased 

prcmlJCS and in marbt1.111 lbc production lhcrcoa. 

(A) VERTICAL: la cbc - dllJ lease ii lo force aod dTCCI IWO (2) ,._.. al\.cr lbc cxpll'ltloa d8&c of tbc pnmary o,-cx1-lcd term it &hall lhco lcnlWWc u IO all o(cbc leased prcm.iJCS, 
BXCEPT (l ) 40 acres mrroundinc eech oO well caplble of produdnc In payloc quanddc, IOd 320 acres llltTOWldiq each p1 wdl caplblc of produdDc In ~I quandli01 (bicludiq a ah111-
la oil o,- p1 wdl u provided In ~ 11 bawl), or • well upoa whicb l...csscc ls then cnpged la coolinllOUS drillio1 or rcwor1do1 opcntlocu. or (l) tbc oumba of IO'U b>cllldcd In a 
produdaa pooled unit pumwrt IO Nllllnl Ruourcca Code Soctioru Sl. IS 1-52.1 SJ, « (3) IUCh greatct or I~ numba of acrca u may then bo allocated for productloo purpo5CS to a proration 
..it for cach IUCh producing well under the rule, 111d rc.guladoru of the Railroad Commluloo of Texas, or any succcuor qcocy, « olbcr govaumcotal 111thorhy havin1 }IINdlcdoa Within 
,o dlo'a o( 1 .,.uat termbudoo of tbl.s lcue In lJCCOl'daacc with tbl.s wbpenqapb and 1,poa ~mt of the minimum filina fee let by Ocncral und Offioc: rule1 In cffcc:1 at the time of the 
,_,w ........_ i.- lhlll ti.YO the richt to obtalo • -<ace lcue f« locrca ood ear- oa and aaou tbe tcn:nlnatcd porlioo ol the lcuod prembes u may be rcuoaably _,. for the 
-.-1 opcndoa ol tbc portioa1 ol ibe lcue raubalq ID force and dl'oc:t. lf Leace W1a to apply for a ~ lcue within ibe 90 day period lll)OCWCd &bow., Lcuce may apply for a 
-<ace lcac &om Che I.Mid Off1«,, bvt tbc und Commluloocr lw cbc diJc:n:tioa to pwll or deny IUdl appllcatloo and to Id tbc fee (or IIUch JUrUOC '-. 

(B) nORIWNT AL: la thc evcot tb1J leuc u lo force aod etrcc:1 two (l) years al\cr the c:xplradon date o< thc pri.mary or CXICOdod term It ahall funhc:r lallllnatc u to all depths below 
100 feel bdow lbc total dqlCh «iUcd (hcrdnal\cr "docpcr depdu") lo each well loc8lcd oa .auae rc.Cllncd lo Pwqrapb 7 (A) a.boYe, unlca oa or before two (l) yews after the primary « 

• cx1aMiod 1cr1a Leace ~ an mD011D1 equal to oo.o,b.alf ( Ill) o( the boa111 oricinally paid u coosldcndoo for this lcue (u l!)CCUicd 00 Pill" I bcrool). lf such mDOIIDI ls paid, tbl.s lase shall 
be In force and dl'cc:1 11 to IIUch docpcr depdu. ood aald tcnnliudoa lb.all be ~ for an oddidooal period of two (l) ,._.a and eo Iona thcrcal\cr u oil or gas ls produocd In ~ q111111ilic, 
&om IIUch dcq,cr depdu oow.rcd by tbl.s lase. 

(C) IDtNTITICA no AND FIUNG: The IUrUOC acreage recal-s bcrcundcr u to each well shall, u ocar1y u pRCClcal. bo In tbc fonD o( I aqu.rc wilb the well located In the OCOlcr 
lbcrco( « IUdl ochc:, abape II may be appro\'Od by lbc School Land Boerd. Within thirty (30) ~ all.er .,.ual term.lnauoll.oldw lcue U provided bcrclJI, t...cucc rhalJ CDCUIC and record a 
,dale « nilcuCI coatalnlq II ad.aactory lcpl dc9crlpcioo of Che acreage flJdlor dcpdu DOC l'CWllcd bcRundc:r. The recorded rdca,c, or a certi.6cd oopy of umc., lb.all bo filed lo lbc Gena-al 
Land Office, acoompaoicd by tbc fillq foe prucribcd by lbc Ocncral I.Mid Office rules In dfcc:t oa tho dl&c the re.lease ls filed.. lf Leucc W1a or rc.fUJC:1 to excc:U1c IDd rcoord IIUch rdcuo or 
..._ wilWD .IDc,ty ('90) dlo'a after' bdna l'CqllCllcd to do eo by ibe Ocncnl Land omce, thc:a the Commwloacr a1 lw IOlc duoc:raioa may dCIIJD* by wriuca Ul.ltnDcDt tbc acirQCo flJdlor 
4c,pdla 1D lie racacd MftUllda' IDd rcoord IUcb lnstnimcnt It Lcucd1 c:q,cnJC In lhc OOlllltY or OOlllWCI wbef'e tbc lcue U located IDd In tbc offidal records oltho Gena-al Land Office and 
_. dcelparioe lblll be blDdiAa llpOO t...cucc fo,- all pvrpc»c1. U' II any lime al\.cr lbc dTOCIUYC dal.c of the partial tamlJlllioo provisions b=oC, the applicable field rules ..., c:hlllpl oc Cbe 
..... « .... loclilcd ~ - roclaaificd IO that lea acreage ls lbcratler allOCIICCI to Aki well or wdJJ fo,- prodocd.oa purpoeca. tbl.s lcalC rhall cbcrcupoa tcnlWIIIC u to all acrcagc DOC 
~ alloclilcd to Aid -.U « wdJJ for produc:doo JIUll)OlCt. 

L OFPSET WILLS: lf oil flJdlflf ps abovld be produced In oommcrclal qlUll!tilic, &om • well Joe.led oa lmd priV81dy owood or oa Slllc lmd leased II a lcucr royal1Y, wbk.b well ls 
...._ - -.--S (l,000) foct o{tbc area locllldcd locrdA, « .tilch wdJ u dnin1oa the area OOV'Cf'Od by tbl.s 1cuc., the t...cucc aba1l. wilhin alJd;y (60) • al\cr IIUch lnl.tiall prodocdoa from 
......... .,. or .. wdl loailod widwl oac lboaand (1,000) feel &om tbc area oowrod by dw lcuo bqla ID rood Caldl and J11-* dillcaidY tbc drillloa ol an on- wdl oa tbc area 
_._ 1,J 611 ic-, md IUdl on- wdJ aba11 bo drilled to IUdl dq,(11 11 may be -,, to prwcat tbc andllC chllllp o( Cbc area OOV'Cf'Od by Ilda lmN, IDd tbc I-. ......, or ddllcr 
.. - all - rmy 18 a aood faldl dfon IO IIUlb aach om.. wdl ~ oil rod/or p1 la ooauncrdal qu.aalilka. Only "!)CNI tbc ddc:r:mlDalloo of Che Commluloocr ood wtCh lw 
..,.._ ~ may tbc psymeae of a ooml)fflSIIIOrY royalty Ads:(y lbc obllptloo IO drill an o«.d wdl or wdJJ rcquircd uadcr tbl.s Poncrac>b-

, . DRY HOLVCZSSATION OF PRODUCTION DURING P1UMAJW TEllM: lf, duriq tbc primary tam bcn,of and prior to ducovay ood productloa of oil or p1 oa Aki lood, 
i.-~ 6'111 a &)' llolc or loola lbcrcoa. or 1( duriq Chc primary ICnD lacrcol ood all.er Cbe ducova)' ood ac:wa1 productioo ol oil or ps &om Ille lcucd prcmbcs a.ch productioo tbcrcof 
...ci - tr- -, -.. dill leuc lb.all IIOt ICnDiutc 1( 09 or before Che cxplntioa ot ~ (60) ~ &om dau ol oomplcdoa of Aki &)' llolc or CCIAtloa ol productioo Lcucc 
c c IIICIII additlollll ltillloa or ~ opendou lbcrcoa. or ~ or -soi lbc DCX1 IMIW dday rc:ntal ID lbc - - II provided in Cb1J lcalC. u: duriq lbc lllt ,_. o( tbc 
priiury 11:na or wldmi alJd;y (60) ~ prior tbemo, 1 &)' bole be ooaq>lded and abandoned. or tbc productioo ol o[J or ps abould oeac fo,- aQY CIIIJe, Le:ace'1 riabU lhalJ ranalD in flall force 
-s di«- widaoat l'w1bcr- Of)Cll1ldou -1 Che aplndoa o( Che......,. am; and 1( 1-...... DOC raumod productioo ID ~ qumtilic, II tbc cxplntloa ol tbc pruury lcl'lll, .._ .,,..., 
.... .i, lwe by_...,., addidcaa1 ltillia.a or rcwor1dq opcniiou pnuaal IO J'nar1lpb 10, Ulll Che cxpinlloll o( Cbc pri.mary la'ID II tbc dale o( CCISIIDOII o( producdoa mMkr 
.......,.... 10. Sboald Chc &. wdl or-, •,bac,qgcnc well~ oa die aboYe dc:lc:ribcd lwt bo compl$d II a lhut-aa oil or p1 wdJ wtdwa lbc pruury ICnD lacrcol, 1--.y ,-me 
~ ot .. -.i .-.I la Ilic w w • provided_.. oa or bdorc lbc raul ~-. (ollowlq tbc cq,lndoa al IDCI;)' (60) dlo'a &om Ibo dale at oompledoa of_.. .... oil 
• .. wdl -S .,. .. &lhn ID sub IUdl peym,eat. tut leuc lhall lpao fla, lenDlnlle. ll II Ibo aplndoa ol Chc primary- or my time tberelfter • ...... oil « ps _.. &. loc:mcd oa 
tie 1.-d .,._.- ...,..._. m.11)' be m.clo in lJCCOl'daacc whh Cbc llhut.la provulou bcn,of. 

11. cu.,ATION, Dll.llLINC, AND REWORKING: I( all.cr tbc cxplntioa ol tbc pruury tarm, productioo ol oO or p1 &om tbc teated prcml.sa, all.cr oa,ce obtaiDed. ~ ocuc 
6- -,-. tut 1we ab.a 110t ...._ lf.._ - additlollll ~ or rewor1dq opcniiou wldmi IDCI;)' (60) dlo'a all.cr mda ccmdoa, and Clw 1euc aball,.... ID f\all 
tine -S 6ci1 t:,r lO loq • -* opcniiou coadme la rood &itb ood ID wor1anlll1lk.c - wffbout ...,,..,ciou IDtlliq m«e lbal IDCI;)' (60) days. lf • .uiiq or reworidq 
opcndcm _. i. Chc pn,ducciom ol oil or pa, tbc lcac aball raula ID f\all force and di'«- for ao ~ 11 oil or ps u producod &om tbc leacd .,.__ in ~ qumtitica or~ of 
... oil or p1 wdl ,oy,ildca or psymem ol ~ royalda II a.adc II provided herein or 111 provided by law. lf tbc ckilliq « rcwor1dq opendou l'CIUit ID tbc oom.p&c,doa ol I wdl 
•, «Y Ide, Chc lwe wOI IIOt ....,._ lflbc r.-oom- additloaal drillio1 « rcwoodlll opcntlon, wtthlo alxey (60) ~ all.cr dic oompledoa olebe well u a ~ i.olc, and dw lcuc 
.a ,_.. i. .tr«- ao loq 11 1-coado.llCI ~ or rcwor1dq opendou ID eood faith ood la a worlan.aolib ...-widiollt IDtcmlpdou totalhla more lb.aa al.xt)' (60) da)"I. Lcucc 
aball pYC wrlam IIOtloe ID die Ocncnl I.Mid Office wlth!D thirty (30) ~ of any OCIJltioa of prodllcdoo. 

IL SIIUT-lN ROYAL1U.S: Forpu,poeca ol tbl.s pwacnph. "wdl" - aQYwell lhll lw bocra aalpicd a well D11111ba by tbc 1t.11,c, aamey b.aviqjuri.ldkldon awrlhc prodoc,tioa ololl 
and pa. If • -, lime Illar Chc aplndoo ol tbc primary ICl'm ol I leuc lbll, mil bdq llhut in, wu bdna maiacafncd ID foroo IDd dfcct, • wdl ~ ol produdna oil f1f p1 In ~ 
,pntidca u loclilcd oa lbc lcacd prombCI. but oil « p1 u IIOt bdna produced for lac:lc of mltablc productioo facilities or lac:lc ol I lllltablc ~ 1bco Lcucc IIU!)' ~ a • illlllt-aa oO f1f ps 
royall)' an __. equal 10 doub&c the IM1W l'CDUII provided ID the lcuc., but 110t lea Ihm S 1,200 a,_- for ced, well ~ o( produdq oO o,- p1 iD ~ qvmlhica.. To be ctrcc:dvc, 
.da lnkial ..... oil or p1 1,oyalty mut be paid oa or before: ( I) lbc cxplntioa of the, pruury la'm,, (l) 60 • al\cr tho i..a- oca,c:s to ~ oil or p1 &om Ibo lcucd prcml.sa, or (3) 
60 dlo'a after 1-oompldcl a *1l1lq « rcwor1dq opendoa ID acoordallcc with die lcue provlllou; willcheYCr dale u lalat. If die llhut-ui oil or ps royal1Y u paid, lbc lcuc aba!I bo 
~ IO be a produdq '-md Chc psymeae aball cx1ald tbc -o(lbc lcuc (or a period ol-ye.- &om lbc end oltbc primary IICnll, or &om lbc lint day ofdio moadl foilowlq 1bc 
--6 i. ,iWdl productioo caNd, md, all.cr lbll, I( ao aaltablc productioo r.cruties f1f mlublc mar'c.et for the oil or ps c:xlJta, Leace IIU!)' c:xtmd tbc lcuc for four more IUCCCUIYC pcrlods ol 
-(1) ,--by pmyiDa tbc-c mDOUDI acb ,_. on or before tbc cxplndoa olcacb llhut.la 'fa'. 

11. COMnNSATORY ROYALnF..S: I(. duri.nc lbc period the lcue II ~ lo dfed by ~au oflbc obvt-ui oil o,- p1 royall)', oO or p1 u aold aad dellva-ed la~ qumtidca 
6-- 1 wdl located withlD ooc dioumd (1,000) feel oldie lcucd prcmlxs lDd oompleud la the - produdq l"CICrYOlr, or ID my cue In wblcb dnlnacc ls CMX:Umll&, the richt to COCIWIIIC IO 
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-i.- die lease by paylac cbc abut-in ou or ps royall)' ahall cease. but cbc lcuc ahall ran&lll dfccdYC for the ran&llldcr oC I.he yur for which the royall)' lw bcco paid. The Lcsscc may 
aolacalo die lease for four more IUCCCmYC yan by Lessee l)IYUII COCllpcnsalOry royall)' 11 the royalty rate provided in cbc lease oC the marlcc( value of producdoo from the well causing the 
draiaage or wblch la comp«eled in cbc umc procludq reservoir and within one lhousand ( 1,000) fed of the leased prc:mlsca. The compcnsalOry royalty la IO be pald monlhly IO the 
Ccauniuioocr bccinning oo or bdorc the last day of the mooth following the mODth in which the oil or gu IJ produced from the well causing the cninage or th.al la COOIJ)lcted in the umc 
procb:iq reservoir and loc.ated within ooc dlousmd (1,000) fed of the leased prc:m(Ka; iCthc compcrual«y royally paid In any ll-iDOOth period la in ao amowil lea thao the annual abut-in 
oil or ps royall)', Leuec lha1I pay • IIDIOWII c,qual IO the d.lTcrcocc with.in thirty (30) days from cbc end oC the ll-<DOOth pcrlod; and DOOC o( these provuloos will rdlCYC Lessee oC lhe 
obllplioo ol reuooable ckYclopmcot aor cbc obUpliOD to dnll olTsd wdla u provided la N.R.C. SccdOD Sl.03~; bowc-.u, It the dcterm!natiOD of the Commiaiona, and with the 
Commbdood• written approval, cbc payment of compcnsotory royaltict ahall udsfy the obl,plioo lO «kill ot'rsct wdla Com.-satory royalty paymcnll which ore DOC timely paid wlll llCCl'lle 
i-a'IY ood intercs1 in accordance with Pvaanpb S oC this lease. 

ll. EXTENSIONS: LC, at the cq,lratioo o( the primary lam o( this lcuc, produc:oOD o( OU Of cu hu DOC bcco obtal.ocd 00 the leased prc:m.laca but drilllnc opcndona lll"C being cooduc.ted 
~ In good Calth and la • good and woncmanlib inmncr, Leucc mll)', oa or before the cxpl,atioa of the primary lam, me in the GcmnJ Land Office wriuea applicatioo '° the 
Commlaslaicr of the Gaicra1 L8Dd Office for • thirty (30) day CXlmsion of this lease, accompanied by paymau of Three Thousand Dollars (SJ,000.00) u this lease c:ovcrs dx hundred Corty 
(~) acre, or lea and Six Thousaod Dollara ($6,000 00) lt thla lcuc coven more than aix hundred f~ (6'40) acres and the Commissioner ahall, la writina, cxtmd this lea:sc for a thi,ty (30) 
day pc:riod from and aJ\cr the cxplradoo oC the primaty lam and IO loci& there&ller u 0t1 or PJ is p'Oduccd in ~g quantities; provided further, th.al Lessee may, IO long u such drilling 
opcntlona ""' being cooduc:tcd mak:e like ippllcatloo and payment during any thirty (30) day Q'lclldcd period for ao adwtiooal cxtcnsiOD of thirty (30) daya and, upoo rcccipl of such 
AA>llQ!iOD and payment, the CommisslODer ahall, in writin1, agalo extend thla lease eo th.al umc aball remain in force for such additiooal thirty (30) day period and ao loog tbercaller u oil or 
au is produced in payloc quantities; providod, bowcva-, th.al this lcuc ahall DOC be extended for more than a lOtal of three hundred Dincty (390) days from and after I.he cxpiratiOD of the 
primary 1a111 unlea produc:tioa in paylac quantities lw bcco obtal.ocd 

14. USE OF WATER; SURFACE: Leuec ahall have the nglu 10 use Water produced OD Aid land acccuary (or opcntloru bcmmdcr and eolcly upoo the leased premises; prov1dod, 
i.o-wr, Lcace ahal1 DOC w.c potable water or Water suitable for liYCSlodc or lnipdoo purJlOICS Cor -er Oood opcndoru without the prior wnuai COOSCDl of Leasor. Subject to ill oblipliOD 
to IN'1 ..!ace damacca. Lcacc ahal1 have the riglu IO 11SC ao much of the 1U1UCC o( the land th.I may be rcuooably IICCCSSII)' Cor drilling and opcntina wc1IJ and ll'1lllSporti.o and marketing 
tbc producdoo thc:rdhlm, IUdi u.sc IO be cooductcd under cooditiOOJ o( least 11\iury IO tho IUl'fecc of the land. Lcace ahall pay sunacc damages lo an amowit set by the Ococnl Land Office 
foe achcdule wblcb IJ clTec:live oo the date wbco the acdvil)' rcquirlna cbc paymcol of 1WUCC damages OCCW'I 

15. POLLlTJlO : Ill dcYcloplq this we., Lcsscc ahall use the hlcbesl dcpw or~ and all proper afcpard, '° prevent polludoo. Without hmiti.aa the forc&Otlll, pollutiOD of~ 
wctl.wla, unnl watcrw1ly&,, riva1 and llllpoundcd water lhall be prcvcnlCd by the uac o( oool&i.am.CDt Cacilities sufildcot IO prevent apntagc. acq>1ge or ground Water cootaminatioo. lo the 
eYCOI ol pollutioo. Leucc ahalJ IISC all mQQI • ill diJpOAJ IO recapture all e«apcd hydrocarboos or other pollulltlt and &hall be rcspoos,'ble for all dama,e IO public and JWivatc propcnlcs., 

(A) UPLANDS: Lcuoc &ball bulld and malntain fCDCCS around ill slush, IWtlp, and dninagc pill and taolc batteries IO u IO protcQC UVCltOClc against loss, damlge or 11\iwy; and upoo 
oomplcdoo or abandoomcot ol my well or wdlJ, Leucc lhal1 fill and lcvd all slush pill and ocllara and complct.cly clean 11p the drilling site of all rubbbb thc:rcoa.. 

(B) SUBt,reRC&D LANDS: No cuc:ursc ol ac,,Lid waste or p,bqe llbaJ.I be aJ1owcd loto SQl.c watcn from any clril.ll.oi « IUpport -11, production pl.al.Corm, crew or &upply boat, 
beric, jedc-iip ria Of cdMr oqu:lpmcal loQtod Oii lbc lcuod area. SoUd - llbaJ.I IDclude but ohall DOC be Umitod IO OOOt.aula'I, oqulpmeot, rubblab. plutic, class. and any ocher malHtlAdc 
~lldablc ltans. A 11111 mu bo ~ In a hlgb tnJiic area oo all -1, and m.aoncd plac{omu l(atUI&, ~Di.cbarso oC any eolld wutc or p,baie into Slllc Wal.crl from vcuelJ 
or pl,doniu is llrictly prolu'lxtod and~ IUbjcct a Slate olTcx.u 1cuc IO for(d1ure.• Such llalCmCDl &hall be in lcucri,ic o( at least 1 • in dzc. 

(C) RJVERS: To lbc cx1cl1t-,, to prcvcnl pollution. fhc providoru found In 1ub.cctioo.l (a) and (b) of this paragraph ahall alJo ipply to riven and rivubcdl. 

(D) PF.NALTY: Faihirc to oomply with tbc rcquircmcnll oCthls provl.aoo ~ rault In the m.axlmvm pcnall)' allowed by law includin& CorCdturc oftbc 1cuc. L.eucc abalJ be liable r« 
.. "-aca cal9Cd by -i, CailUR aad 911)' COltl and cxpCDJCI '-Ted in clcatiq area, a1Icelcd by the dl.scursed WUIC. 

16. ID!NTlFICA TION MAJUCE.RS: Lcucc ahal1 crocC, at a dllC:IDcc DOt to c:xcood twca()'-live {lS) fcct from cacb well oo cbc pn:muc:a COV\nd by this lcuc, a lcp"ble sign OD which 
.a bo ltltod tbc - ol d,c opc:nmr, die 1cuc dcslpatiOD and tbc wdl oumbcr. Whcro two or more wdla OD die Ame 1cuc or wbc:re wdla OD two or more leases ll'C cooncctcd IO die ume 
tmlc lNacry, wbcChcr' by illdividual flow lino ooanccdom din:,c:t to lbc I.Ink or tmb or by uo aC a multiple bc.clc:r l)'lltm. cacb line ~ each well lOd aucb tank or header ahall be lc11'bly 
ldaitiBod • all times. dlbcr by • fin:oO' IIUCbcd tac or plate or • ldcatlfic:lliOD properly palDlcd OD aucb lino • a diJI.IDCC DOC to c:xcood three {3) Ced from aucb tank or bc.clc:r cocmocdoo. 
s.ld lips, tap, pi8la or ocbcr- ldc:ntificatioa 1DMUn &hall be maintained lo a lcs,'ble cooditioo throughout the lam oC thil lease. 

17. ASSIGNMENTS: the lc:uo IU)' be trlDd'cmd • •Y tim~ AlJ lraDS{cn IIIIIJl rcCcrcocc tbc 1cuc by the file ovmbcr and mwt be rcoordc,cl in the counl)' where lhc ..-ca is localed, and 
.. ~ trmJf« or I oopy ccrtifiod to by tbc Covnty Ocrt o( cbc oowuy wbc:re the irmsCer is rwordod mUII be filed lo the OcncnJ Lllld Office wltblD nl.oc(y ('90) daya of the c:xccutloo 
..... • provided by N .R.C. S«:tloa 51.026, IIOOOOlpanlcd by lhc !ilJnc Coo preacn'bod by the Oancn1 Lind Office Nlca lo dtoct on d,o dalo o( rccdpc by tbc GcncraJ t.....d ()ffi()C of ...ch 
lnllller or certified copy lbcn,oC. E~ ll'lllsfcrcc ahal1 auooccd to all rigbll and be subjcc:c to all obllplioo.a, liabilities, and penalties ~ IO the Stale by the oricinaJ kucc or 111y prlor 
-.Cerceo( doe !cue, lndodiq my liabilltia to cbc lblO Cor ,mpeld royalties.. 

11. R.ULAS!Sl I.- tUY rdcuc tbc ricbll anotcd IM:mmdcr to the Sade • aqy time by rocotdiq die rckuc lo die COUD,1y wbc:re thil area u dllialCd and fili.oc the rcoordc,cl release or 
oerti6od copy ol - lo die Oc:acn1 L8Dd Office withlo alDC(y ('90) days aft.er Ill cxcc:udoo 101X11Dp1111cd by the fili.oc fco l)fa(fibcd by cbc Oc:acn1 Land Office rulca In dfce( OD the dale oC 
rocc,q,t by tbc Ocncra1 L8Dd Office ol ad rdcuc or ccrtifiod oopy lbcrcaC. Soch rdcuc will llOt UYC tbc dfoet o( rdcuiai Leucc from 111:J llabllity tbmcoforc eocnacd In fM>r o( lbc Scale. 

1'. ur..N: ID accordaocc wldl N.LC. Socdoa Sl.136, tbc ScJU lhalJ laa¥C a firac lic:o ..- all oil ood cu produced from tbc area COV\nd by thlJ lcuc to aocure l)IO'IIICDt o( all ,mpeld 
JC7fwl,,y aad oCber _, ot-,. due IU)' booomc due mcScr tbla leuc. 8 y aoocptmoc aC tbla lcaM. Leucc er-ta tbc Stile, la additioa to lbc lic:o proyidcd by N JLC. Socdoa Sl.136 and 111:J 
o6er ~ "*'>' llai.. • cq,raa ooatt8cCUal lica oa llld accuri(y ittccrm ID all lcucd IIUlla'IU lo DI ~ Crom die lcucd prcmI,cs, all proceeds wbJcb ~ .ocruc to L.eucc 
t-om 6c Alo aC-* le-s aiDa'II&, wbciCbcl' IUda procoods aro lrdd by 1..- or by a lbltd '*'>', aad all flxllrca oo ood mlpl'OYClllcnll lO cbc lcuod prcmJx:a ucd in OODDcctiOD with the 
prodllodoa « prooeaioc ol ad lcucd .i--.u lo order to aocure die IN')'IDCIII aC all royaltlca « ocher amounta due or to booomc due aodcr- thlJ lcuc and to aocure l)IO'lllcot ol my damacca or 
loa lbat Lcaor Ill.II)' adf_er by -.. ol Leuec'a bRach of my OOYcNDI or cooditioa ol thil lcuc, wbcdia- Clqll'CSI or lmpllod. Thia lico DI acourity inlO'eal ~ be forccloscd with or 
widl,o,ot oourt pl'OQCOdioca lo die mmncr provldcd lo the nt10 I, Chapter 9 oflbc Tcxu Ouslocu llld Comm.croc ~ Leslee l&J'CCS th.It die Commlssloocr ~ rcqulrc Lcsscc IO CXCQIIC 

DI l'90Cl'd IIICil lmlrumcoU U ~ be raJOll.lbly ooocaary IO acblowlcd&c. llladJ 0C pcrfoa thil liai. Lcucc bc:rcby rqJl'"CtC!lll tb8t there ll'e DO JWior OC' IIUpCrior Uen.J lriling from 111d 
rcudq to 1-'1 acdvldca upoo tbc ~bed propcrty or from Lc:uoc'1 acquuldoa o( thlJ 1cuc. Sbould the Commluloocr III IDY time dc:tennloc th.I thlJ rq,rcacawloo 1J DOC !Ne, 

dico die Commhsioo« ~ clcclarc thil lcuc Corfdtcd u provided bcrdn. 

10. FORJIUI'1Jll&1 U Leaaoc mall Cail or tduac IO aab tbc Jl'IYUlCOl o( 1DY ..., wilhlo thirty (30) days al\cr It bccomca due, « iC Leucc or Ml autborlr.cd a,;:nt abow'd knowi.n&IY make 
OflY falMl rdllnl « falMl report OODCa'IWII producdoo or drilliq, or If Leucc sh.all Cail or rdulc to drill 111.Y olTsd well or wc1IJ In good faith u roqulrcd by law and die ruJca and rcsuwlocu 
8dopccd by tbc Commluioocrofthe CkocnJ Land omoc, or lfLcucc lbould Cail to me rc:pons lo the lllAIIII« roqulrcd by law or Cail IO comply with rules and rqulal.iOOJ promulgated by the 
Ocncn1 1..-1 omoc, the Sdlool Lllld 8--d, or tbc R.al1ro.d Commlaioo, « rcCuac lbc proper autboril)' .ceca IO the rooorda pcrtai,,Jq '° opcntloo.a, or If Leuec or an avthoriz.cd accnt 
slioald lcoowloclY Cail or rduao to &Ive OOU'CCl laformatioo IO the proper lllfboricy, or lcoowloclY Call or refuse to funwh die Oc:acn1 L8Dd Office I comet lot o( IIIY well. or If l...cAcc ahall 
lalowtqly \'lolltc my oltbc autcrial provi.dou olthil lcuc, or lflhu 1cuc IJ uslpcd DI cbc aul,cnmc:at IJ IIOt filed lo tbc OcDcnl Land Officc u roqulrcd by law, cbc righll ecqu1rcd uodc:r 
.it ie.e mall be IIJbjc,ct to forfdlln by lbc Ccaunialoocr, DI 11,c '6arl forfeit - 1l!bcD ..nioicody Informed ol lbc C-.. wblcb llllborlm a CorCdlllrC, aod wbc:e forCdtod lbc area mall 
lpi,a be IIJbjc,ct to lcuc to the lucbesl bidder, ecic:r the umc rccubdoru oooCJOllinc tbc oripul aalo ol leuc:a. llowna-, IIOlhloc bcrdn lha1J be oacutnlcd u wal-vin& the IUIOalJltlc 
ICnalutioo of thil lcuc by opcntloo oC law or by -- o( •Y apcdaJ limlwloo IIUUII bcmmdor. ForCdtwu may be oct ulde and thil 1cuc and all rigbll cbcrcund« rdnslalCd bdore lhe 
ripa ol IDOCbcr' lo~ lll>OO utl,!accory mdeooc '° the Commwloocr or the Ococn1 Land Office oC future compllaocc with the provuiOOJ or the law and of thla lcuc and the Nlca and 
rcculadoru that ~ be .cloptod rdllli YC bcrcto. 
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Jl. RJVl!JUIED TRACTS: Ill lbc eva11 lhlJ lease -.. 1 riwrbcd. Lc:ace b bcrcby lpCClfically pmted lbc ngbt of mw,cn1 domain md ooodonalllClO u proYldcd fOI' ID N..R..C. 
~ Sl09l-Sl.09l. u • put oldieCODlidcnuoa mcMllC to Lcuor r. die-cs 11.ada ...ic by Lcaoc 

1l. AJ>PLICABL£ LAWS AND DRILUNC RESTlUCTIO : TbiJ lease &ball be .ubjccc lo &II Nies and rccullllOns, and amcodmcatJ tbcmo, promulptcd by die Comm~ of 
lhc Ocncral Land Office sovcnun, drillina and producing opcntloaa oo Pamancat Free Sdiool Land IJ*'lfically lndudu!a a,iy Nies promulgated tluil rclalG 1o pl1111 of opcnti.oiu, payment or 
,vy.ldca. encl tuditiq proccclura. encl abalJ be .ubjccc lo tlJ ocher valid IWIIICS, Nies, l'qlilAoona, ordc:n lftd onhnanccs Iha( m.,- alfoc:c opc,'ltlOGI lllldar' the proviJloaa oflh!. lease. Without 
lillhiq lbc ~ of lbc fcngou11. Lcuce hcrd,y aareca, by lbc ~ ol lhlJ lcaJC, to be bound by and .ubjc,c:t to all lUMOr)' llld rcgubloty proviJiooJ rcllliq 1o lbc Gc:ocnJ l.aad 
OtrlOC'I audit bOU.. IIO(icc ltld eudlt bearinp procc,duru. Said provisloaa ll'e c:urrcntly found 11 31 TCUJ Admio.lslrllJve Coclc. OiailCcr •• and Tcx.u Nanni Raourca Codo Soc:ciOOI S2. I 3S I 
.ct Sl.137 tbroup Sl . 140 . In lbc CYalt lb.ls lase C)OVa'I land hodwcd OI' leucd °' othctwlJc vscd by a navlptloo dlmct or by the Unltcd Statea fet' the putpOk or navlpuoo °' ocbcr f 
purpo,,c lnddclll to lbc opcntloa of a pon. dica Lcsscc aball DOl be entitled lo enter or ix-- IUdi land without prior approval u provided under Sectioo 61 117 o( the Tcx.u Wiler but 
1-,hail be entitled to dcwJop ,..,di l...t (Ct' Ol1 and P, by daroc:clonal drilllq: pnMdcd. liowcvo-, cblit DO ..t.cc *'1llo, locedoo mq be - than 660 feet ud lpOCial pan,uuloa £iun 
lhc Commluloncr ol the Ocacnl Led Office b-,. to male any sunaoc localioo - lb.mi 2.160 fed mCIM"fld 81 rislu "'"Cl l'rooa the IICIRll ball.head liDe °' ma the -
*edged bottom edge of any channel, al1p, °' lllr'lllq bUln which h.u bcca autboriz.od by the Ullitcd Swa u • fcdcnJ project for futvre COOllnlCUon, whlcbewr II DCal'Cf 

U . R.EMOV AL OF EQUIPM F.NT: Upon the tcnninadoo ol this lease for IQ)' CUIC, Lcace shall 801, ID my eveot. be pcnnlucd to .-ovc die cuq or my pmt o1 tbc oqulpmcal (no 

,ay procllM:ini. dry, or obwioncd wdl or -.IIJ wichout the wriuca -- ol tbc Comm I wooer of die Gcocnl Land OITIOC or Iii, authoruod rq,ramllllve, w aall i.-, without tbc 
..cea OOIIJml of uid Commluioocr °' his authoru.od rcprclalUtive remove l'rooa the leuod pranlsca the CUUII OI' my ocbcr c,quipmcat. material., maduncry, ~ °' propc:r1)' owned 
..,. a.- and ucd by Leucc in lbc development and productloa of oil °' p, therefrom 11t1UI all dry°' abMdonod wdls have bcca plugged and 11t1til all alush °' rcfu,c, pitJ bavc bcca p,opa1y 
flllcd encl all brolm °' dnc:8rdcd lumba-, machinery, or debris mall have bcca ranoved from the prcmlsca to the Atid'act100 oftbe Aid Commlssioacf or his autboriz.od rqn:ICIIWJve 

l4. FORCE MAJtUll£: Should Lcsscc be prevailed &om oomplyina with a,iy c:xprus or implied c:iovetW'lt or tlUJ lcaJC, &om coodllctulc dnUta, opcndoo.s dicrooa. or: from producm1 
.a ~or pa ~ a11cr dfon made In eood railh. by rcuoo of w , rcb<llion, rioc.s, wilc.c:s, firca, acts of Ood °' any orda, Nie°' rcsubdoo of eowrnmental autboricy, lhca wtule ao 
,--.I. 1-'1 obllpdoo '° oomply with lld - lhall be IUspc,ndcd llpOO proper wt Alb{_,- pn,o( prac:lltcd to tbc Commlalooa- ol tbc Ocncnl Led Office In IUJ'POl1 o( 
i.-'1 c,oacmdoo llld Lcsscc lhall DOl be liable fet' ~ (Ct' failure IO ocmply lbcrcwi.dl ( except la die CYmt ol lease opcntion, IUspc,ndcd u provided la tbe Nies llld rcc,daliou 
edopccd by the Sc:bool Land Dowd); and dila lcue abalJ be CXlmdod wblJe lftd IO loaa U Lcace iJ ~ by any aodl C8llJO, from dnlll.111, ~ opcntiou or prodllaq o{I -1/0t' 
am &om tbc leucd prcmlJa; provided, bowcva', lhat oochlna bcrdll'tball be COllJU\ICd 10 ~ tbc paymCIII of rastalJ dunJla tbc pnmlf)' or CXlmdod lam, DOC 10 abridp Lcac,c'1 risbt to a 
ll&llpmlloll Wldc:r' aoy -.,plbble .-Ute ol lh!J SWo. 

15. t.f.AR St:CURJTV1 lcace lhall lab tbc blghcal dcan,c of QR llld &II proper Afqvanh to~ uid prcmba llld 10 pr'CYCOt did\ al oil, pl, llld ocher hydrocmbou produced 
&om uid lcue. 1lw lndudca, but b not limited to, the inJtallaioo of &II -,, cqvipmc:at. aeau, loda, °' ochCI' approprl111e protce:tJv. devica oa or 81 all - poilllJ 81 die leue'1 • 
prodllcdca. pdicriq encl ltOnge l}'1lallJ where the.ft of hydroca,bons an occur. Lcsscc lha1l be liable '°' the lou or any hydrocarbons resulting from the.I\ and lhall p11y the State of Tcx.u 
~ tbcrooa u provided hcrdn on &II oil, gu OI' other h~ IOII by rcuoo or tbcl\. 

1'. llDUCTION OF I' A YMENTS: IC, dwiAa Ibo primaty 1CrCD. a portloa o( tbc lllld OOYU'Od by dll., lcue I, lndudod with.In die bouDdariCI of a pooled ua.it dut h.u bcca IJllll'OYCd by 
.. Sdlool Land eo.nt la -,,dmoc with Nlllllnl Raourcca Codo Scc:doaa Sl.lSI-Sl. lSl, or If. ll aoy time after the cxplntion orlhe pnnwy 1a111 °' the c:xtelldod 1cn11, tbb i-~ a 
.._. -.bcr' ol Kra .._ tbe IO(al -t dc.cn'bod licrda, p11Y111CDI.I that are m.dc OD a per ~ bub ba'CUlldcr aball be reduced ecconliJi& to die mmbc:r ol acrca pooled, rclcuod, 
w,wda..S, °' odoarwue .--od, IO duil ~ dccctmlocd oo a per acre buu lilldcr die knlU ofthb lcue duriq die primary taa lhal.l be calcwalcd buod ~ lbc 1111mba- ol acrca 
_.. .. boundaries ol , pooled mit, °'• If aft.er tbc cxpirMioo ol tbc primlf)' 1a1a, tbe -ba- o1- acawly rcWnod llld OOYU'Od by itu. 1-

J7. SUCCtSSORS AND ASSIC : The oowmnts, conditiOOI md -,rccmcntJ OOlltaiacd bcrdA aball CX1Clld to aod be blndlaa vpoo tbc lldn, cxccwn, edmlnlllnlon. IRIOCCUOr1 or: 
...... o{ Lcace herein. 

21. AN11QUITIZS C'OO : ID tbe CYCllt tbat my fc:sl'ln ol arcaco1oeka1 or hlJu,rica1 iut:rell II enco11111Cred duriq tbe ICtlvitlcs IUtborizcd by thb lease, Lcs,cc will lmmcdilldy ccaJC 

dvllm-S wOJ .._,feld,y 80Cily die Ocncnl t.wt Office encl lbc Texas Jwcorical Commillloo IIO th.at ~ mcuurca m-.y be uodaulcai to~ or l'COCMII' ..udl ~cs or: 
....... • ~ 1.- t, c:iqnaly placed oo aodco oltbe Htlllooal ln.corie.t l'rclavlidoo AL:1. o( 1966 (P0-19..U, IO SIIMo 915; 16 U.S.CA. 00). Lcuco lball oomply with tbc 
~ Code otT...._ 0up.cr 191, Nawral ~ Code,, u amaadod. 

n. vr.NUt: t.-or .i lcstee. IDcludinc lcuoc'1 IQOCalOl1 md wilJIS. hereby qroe lhlt vmue roe 111.y cliJputc arislnc 0111 or , provlJloo ol dila lcaJC, wbdba' cxpua or implied. 
,...,.. 1attapdldol, olthb leuc, or rd.a(lq lo my "Y to dw lcue °' 10 "l)pllcablc cue law, IUWla, °' ~ rulc:s, ab.all be lo a oowt olormpd,Cllljurbclic:doa ioc.i.cd ID Travis 
eo.cy, ~ o/Tcm. 

30. Lt.ASE FlLINC: "'--t 10 ~ 9 oldie Tex. Bu. • Com. Coc1c. dw leuo mllll be filed olrooord In die office oldie Coun(y Ocrtc lo my 0011114Y in wbidt all°' my pmt olcbe 
bled praa'- t, loc8lcd, IDd ca1illod ooplcs tbcrco( mu be filed la cbe Omcnl Land Office. The prc:scnocd filina fee aball llCOOllll*lY the certified ooplc:a 11CD1 10 the Omcnl Land ()(f10C. 
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J L EXECUOON: 1\1s oil and ps lute mUJt be 11IJIC(I and edcnowlcdaecl by the Lessee before ,111 filed or ttCOtd III the coun1y records and iD the GcncnJ Land Office or the State or 

Texas. 
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DATE: _____________ _ 
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t:3 
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ooceots~ 
Lqt] 

DC 
0 

£:uc - --

STATltOP _________ _ _ 
(CORPORATION ACKNOWL£0CMENT) 

COUNIY OP _________ _ 

BC:ORB ME, lhc uadcnlp,c,d 11Utbority, on thb day pcnonally appeared'---------------------
lalowll III M Ill~ lhc pcnoa wlloao 111111c la aiblcnlxd IO cbc foreroln& ln.111umai1, u. ________________ o. f 

------------------------------aocl lld:Dowlcdged to me that be c:xccutccl the woe 

Givai undcr my hand IDd ICa1 of office dliJ the ______ day of _____________ _, 19 ____ _ 

Hoary PvbUo ia aocl for. ____________ _ 

STATE 0 1' __________ _ 
((NDJVIDUAL ACKNOWL£0CMF..N1) 

COUNIY OF __________ _ 

Odore me, lhe undcnilJIC(l autboricy, oo this day pcnonally appeared. ____________________ _ 

bown IO me to be the pcnoOJ whole umc, arc sublcribcd to the forecolna UUU\IIDC01. and acknowledged to me that they executed the 
- e for the putpOICI and ooosldcndoo lhcrdll cxprcascd. 

Oiw:n under my b&od and IC&l of office this tbe, _____ __;day of _____________ _, 19 ____ _ 

Hoary Public in llld for _________ ___ _ 
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September 17, 1998 

Mr. John E. Lodge 
Titan Resources, L.P. 
50 W. Texas, uite 500 
Midland, TX 7970 I 

Dear Mr. Lodge: 

Thank you fo r partjcipating in the tate of Texas Oil and Gas Lease ale held on August 4, 1998. 
I am pleased to inform you that the William Herbert Hunt Trust Estate was the rugh bidder on 
M L . 0 . 1-36 wruch have been assigned the lease number M-98598 through M-99632. 

The lease agreements are enclosed and wi ll serve as your receipt for the amount of your bid. 
These leases must be signed and acknowledged by the lessee, and then recorded in the County 
Clerk's office of the county or countjes in which lands covered by the lease are located. After 
signing and record ing 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), wruch 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, Oi l Well Status Report; W-12, Inclination Report; 
Electrical Logs (any scale and witrun fi fieen (15) days after they are made); Directional urveys. 

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

Sincerely, 

Robert B. Hatler, Director 
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·. t, ~tare or <?re.t 
Lt:ak Fo~~ It~ Rt:\fbdl I 
G - 111/JV 

S!( ustin , '01:eXll S - - ·- - -

0 1 L AND GAS LEASE 
NO. M-9961' 

Wl lEREAS, pul"IUMI to tho Tau Nlt\lnll R.aourca Codo O:i.plcrs 32, 33, $ I, md Oiapta- 52, Subchaplcn A· O IIOd 11, (uld Codo bdllg bcrcinallcr refcm,d to u N.ILC.). eod JUbject IO all 
Nlcs and n:gulalloru promulpted by tho Commlaioacr of the Ocnc:ral La,,d Office md/or tho School lADd Dowd pu,.....i tbCR10, and all Olh..-~· Jtll\lla llld amcodmcntJ IO Aid 
N..R.C., lho follow!ng wea, io-wit ' 

fJl OP SECTION<!', BLOCK~ PUBLIC SCHOOL LAND SURvtY, REEVES COUNTY, TEXAS, CONTAlNlNG APPROXIMATELY 310 ACRES AS SHOWN ON TILE 
OFFICIAL MAP OF REEVES COUNTY ON FlU IN 111£ TEXAS Gl'.J'fERA.L LAND OFFICE, AUSTI.N, TEXAS, 

wu, aJ\cr bdna duly ld-w:rwed, offered for lease oo tho 4th clay of AucuYt, 1991, 81 10:00 o"dock a.m., by tho Commlalooer of Ibo Ococral 1.-1 Office of Ibo Swo of Texas IDd tho School 
Lmd .Ooerd of tho Swo ofTeus, for tho IOlo and ooly putpON of prolpCCl.ing lllld drillina for, lllld producing oil udlor ps bl may bo found Ind produced Crom the llboYe cbcn'bcd area; 11111 

Wl !ER.BAS. aJlc:r all bids 80d rcmi!IJIDCa which were roceJ\IC'd up to uld lime luivo been duly considered by tho Commlssloocr of Ibo Oencral Laod Office llld the School Land Oowd 81 a n:aw­
mcc1ing tbcR,ofin tho Oaicnl Land Office, oo tho 4th day of Aurwt, 1"8, bcrcinal\cr Ibo "dfec:dw elm" and it was fOIIIXI and dctcrmillcd lhAl TITAN RESOtIB L.P. whose addrqa iJ 
~ W. TEXAS, sum:~. MIDLAND, TX 79701 had ocretod the hl&hcst md best bid for a leue of the area lbovo delcribod and ls, t.bcrc{ore, entitled to rccdvo I lcasc lhcreoo: 

NOW, TI !EREFORB, 1, Garry MIIUro, Commlaloocr of tho Gcncra1 Laod Office of tho Slllo ofTcw, bcrdnaftcr IOUletuncs rcfcm,d to 11 '1.alor," wbclec ldclress b Austin, Teus, by VU11le or 
tho autboril)' Yaled In mo llld In coosldcndoo or tho paymail by tho bcrdllal\c:r deslpatod 1..-ce, the sum of Shtttn Tbousa.nd Tbn:c llundrrd Tblrttta aJ>CI 60/1 00 Oollan (Sl ',31.l.60). 
receipt of which IJ bcrcby ICblowiedeod Ind of the royalties. oowmotJ, stipulltioos Ind oonditioo.s oootaincd 11111 hereby •arced to bo paid, obeavod IOd performed by 1.-. do bcrcby dcmiJc. 
vent. lease 111d let 111110 the above menlioocd blddct the exclusive riabt io pnllpCCI (or, produce IOd take oil llld/or ps Clem the afcn:wd 111Ca upon tbe following la1IU and ooodltions, l(>o.w!t 

1. RESERVATION: 1bcro IJ bcrcby excepted and rescr-i 10 Lessor Ibo Ml usc o(the property covcrod hereby 80d all ripts with rc:rpca to the 1U1UCC Ind JUblurfaco tbcrcoffor my llld 
all pwpo,c:s except lbOIO gn,nlCd and to lhc cx1a11 bereui (11'11lltd to Lc:stcc, iogctber wilh the righu or lop-c:u and epaa and u. o( uid IIDda by Lestor llld its mlDcnl ia-, for purJ>OICI of 
exploring for and producing tho mincralJ ... blch arc oot covered, or which may oot bo coYa'ed In the f\lNI'\\ under Ibo tams of this 1-, but ,..blch nuy bo loc:Med witbln the llll'face bcxmdarics of 
tho lca,od area. All of Ibo risbts Ill llld to tho teaed pn:miJcs retained by l..c:uor and a1J or Ibo ripts III and to the teaed pn:misca IJ"llllod lO 1-bcrcill shall bo cxcrcucd In ,ucb I mallncr tblt 
neither shall unwly inlaf cre with the opcntiom of the olhcr. 

l . TERM: Subject IO lhc other provisions bcn:of, this lease ahall be for a term of five (S) ycan Crom lhc dTectivo date bcn:of {bcrdn called 0 primlry term") md II long tbcn:a.llcr u on or .. 
lJ p,ockloed lo paying quantldc, Crom uld mu. 

3. OE.LAY RENTALS: If oo wdl bo commCIICed on tbo Lwl hereby leased oo or be.Coro the IIMIYUUry dale of tbb ic-, thls leue aball 1a'lrulUll.e u ID both parties wilca the Lcucc Oii or 
bdoro said dateshaU 119)' or lcodcr to the Commlssloocr oflho Gcncra1 Lmd Offlco of I.be SWe of Texas II Austlo, Tex.as, the 1WD of One Dollar (Sl.00). pu •en. which ahall opcn1c u rental 
and cover Ibo prfvilcge of deferring lhc oommc:nccmcnc of a wdl for twdvo (12) moow &om uld dlle. In like awmcr llld upon like pqmcnu or lalden tho ccxnmcncemcnt of I well may bo 
funher deferred for liko pmodl of tbo 111110 number o{ monlh, IUCCCSllvcly dwioa the primary term bcn:of. 

• t.,itQDUCTION ROY A.L TIF..S: Subject to Ibo provisions for royalty rccb:tloN 1a - In aubpw,lgn,pb (B) of lhb paragraph 4, upoa produc:tlon or oil aodfor pa. !ho Leaco aarccs to i-Y 
orbuU\o be paid to the Commissioner of tho General Lind Oflko lo Austin, Texas, for tho UM and bmtfit of die Swo of Tcx:u, durina the term hereof. .... • • .e , : 011.: ~• royally on o!1. ... 'hlch b dcfllled u lndudin1 all bydrocwbom produced In I liquid form 81 Ibo mouth of lM well IOd Ibo all condcmale, di11:illa10, and ocbcr liquid 
bydrp:arboos l'CCOYU'Cd Crom on or ps IUD tbrou&h a scpan1or or olhcr equipment. u bcrcinal\cr provided, 1/5 ps1 of the poa produdloD or the markd valuo ~ 11 the opeloo of the Lc:aor, 
such Vllue to bo determined by I) lhe high~ posud price, plus premium, if tny, ocrered or paid f« oil, caidc:nsalc, disull•c, or Olbcr liquid eydrocarbons. n:spc,crlvcly, of I ltkc type llld paYII)' 
in ttre;.t&nl ll'Ca wbac produced 111d when run, or l) tho hlgbesl market prico lhcreof offered or p111d In lhc gcnn.l ll'Ca where produced and when nm, or 3) tho grou proceeds of Ibo Ale 
ll'!Mdf, wblcbever b tbc p-catcr. Lcssoc 1grccs that be.fen 111y g.u prcwocd from the land bcrcby lcaxd b IOld, UJCd or procax,d lo • plant. It will bo IUD free or C05I to Lessor through III 
adcquaao • ii and po aepenuor of ooavcntlbaal type or otbc:r oqulpmcnt ar ICMI u dliclcnt 10 tho end thM all llqwd b~ ~. Crom tho ps by lllch IDClllll will bo reoovc:rod. Upon 
«-Otfdi ' l of 1-, tho requircmcnt thal such p.a bo NII throu&h ,ucb • .eperalor or other equipmmt may bo waived upoa such tams and coodatiaru u prucn'bod by Lcs,or. 

• (0) 0 /HR ED GAS: AJ I royalry oo any ps (mdudlllg OIRCI ps). w1uch is defined u all bydroa,bons and pscow aublWlc.a DOI dtftncd u oil in subparasnpb (A) llbovc, 
~M.Crom 1ny wdl on aid land (except u provided hcrdn with respc,a to ps proccued In a plant for the cxtnlct>OII of pJOline, llquid hydrocarbons or olhcr proclu(:u) 1/5 p1tt of the IJ'OII 
p.«J< ' or the market Vllue thereof, 81 Ibo Option of lhe Lcaor, such Vllue to be blScd oo the blgbcsi maricct price paid or ocrered for g.u of oom~lo qual11y in the gcncnl area when 
p< and when run, or the grou prico paid or offCRCI to the produ«r, "'hlcbcvcr Is arcatcr provided lb8I the maximum pressure hue In meuurina the ps under thls 1- oontnct shall noc 81 
~:Xcccd •• 65 pounds per aquarc Inch at.oluto, 111d tho modatd beso tcmpcntuto lhall be aixiy (60) clear- Fahrcnbeit. ~oo to bo made for~ ~ g 10 Doyle's Llw, Ind 
for spcduc gnvil)' accoroina to ICSI mrode by the Dal111CO ~iethod or by the mOll lpPl'OVcd melhod of 1cstin1 being used by the inckasuy 81 lhc time of testing. 
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(C) PROCESSED CAS: As a royllty on any gu processed in a psohnc plant or otbcr plant for the rcc:ovuy of psohnc or other hqu1d hydrocarboos. 1/S pan of the residue gas and 
the hquid hydrocart,onJ extracted or the marl<ct value thereof, 11 the opt100 of the LeSJOr All royalties due heron ahall be based on one hundred pcrunl ( IOO" o) of the total pl1111 producuoo of 
residue gas aunbu11blc 10 gu produced from 11111 lc.ue, and on filly pcrc:cnt (SO%) or that pcrcc:nl accruing IO Lessee. "'h1chcvcr II the sreater, of the total pl1111 producuoo of liquid 
bydrocatboos, 111:nbu11blc 10 the gu produced from this lease, prov,dcd th1t ,r liqwd hydrocarbons are rcc:overed from gas processed 1n a plant in "'h1ch Les.see (or 111 parent. subsidiary or 
affiliate) owns an interest, then the pcrc:cntage 11pphcable to liquid hydroearboos ahall be tiny percent (SO%) or the btgbesl percent accruing to a thud party processing gas through such plant 
unda a processing 1ivecmcnt ocgodatcd at lnDI' length (or 1f there Is DO such thin! party, tbe bigbut pcrcan then bcmg spc:cificd an proccs.s1ng agreements or contnlCU m tho Industry). 
whichever iJ lho grutcr. The respective royalues Oii residue gas and Oii hqwd hydrocatboos sball be determined by 1) the blghcst marlet pnce pe.td or offered for any ps (or hquid 
hydroca,booJ) of comparlble quality In the genenl aru or 2) Ibo grou price paid or offend for such residue gu (or tho ..-cightod 1\/Cl'lac cross sclhoa pnce for the rcspec:tlvo gJadcs of liquid 
hydroca,booJ), "'hicbeva- b the grutcr. In DO tvail, however, shall the royalties J)llysble under tblJ par11grapb bo less than lhe royalues ,.h,ch would have been due bad the ps DOI been 
processed 

(0) OTIIER PRO D CTS: As a royalty oo carbon black. sulphur or any ocher producu produced or manufactured from au (exceruna liquid hydrocarbons) "'bcthcr said ps be 
"CI.Wlgbcad. • "dty" or any other gas, by fn.ction1ting, burning or any ocher processtng, 1/S pt11t of po,.s productiOII of such ~ or the man.et value thereof. 111 the option of Lcuor, such 
market value 10 be determined u CollOWI: 

(1) On the be.sis of the highest man:et price or each product, during Ibo umo month in ..-bich IIUch produCI ls producod. or 
(2) On the bub of the avcng-e gross sale price or each produet for the wne m011th In v.hlch auch produc;u are produced, wbichever is tho grutcr 

(£) VARIAULE RO YALTY: (i) Subject 10 the Otha-prov,sioos of this lcuo, it ls bcrcby provided lhlt In the_, productioo in payin1 quanuuca II esllbllsbed pumwtl IO tho terms 
of this lease and such productiOII Is brougbt oo Uno and &ales thereof 1te commenced within twenty-four (lA) months of the cffec:tJYO dlte hereof, the royalty rate provided bcrcln ahall bo 
reduced to 1 a. 7S"/., and sball lppiy to each subscqllCllt well drilled and producod Oii tho land covcrcd by this lc.ue. Provided that. If dwina such i..enty·four (l~) month term dwina ..-'bJch 
Lessee may cam a reduced royalty rate of 18. 7S"/. u bcrcln provided, Lascc abould dnll in good filth and complete the lint well u a dry bole on tho land covered by this lc:uc, l..eac,c may 
rocclYO I tbrco (3) month cxtcnsiOII of the tam In which to cam a reduced royalty rllle by sivin1 notice to tho Commissioner of Ibo Ocnenl Land Office, commcncio1 drilltn1 opcnt.iOIII on III 

additional well prior to tho c:xpntloo of such three (3) m011th pc:riod and prosceutina diligcotly and in 1ood filth the drill in& of aadl lddltlooal well md complct.1111 111110 10 lhlt productioa in 
paying quanutica is established and 10 lhlt such production ls brougbt on line and sales lhcroof 1te commenced prior to Ibo cxpiratlon of such three (3) mootb cxtcnsioo pc:riod. 

(ii) la tho event production in payin1 quantities iJ cstabll.s.hcd pursuan.t to the terms of this lcuo and IUCb productioo ls brought on hno and &ales tbcrcof are commenced ..tlcr tho 
cxp!rati011 of lwail)'-four (2~) months from the c:ITcct.iYO dale bc:rcoC but prior to the c:xplntloo oC fony-clgh1 (~I) mooths from tho clTcctlYO date bcrco(, Ibo royalty rato provided bcrdll ah&IJ be 
reduced to 19.37S% aod ahall lppiy to each 111blequen1 wdl drilled and produced oo the lllld covcrcd by tbiJ lcasc. Provided that. if dunna such twcnty·four (l~) montb tam dunng wbich 
Lcsscc may earn I reduced royalty l1llO of 19.37S"/. u hcrcln provided, Lessee abould drill in good faith and completo the fint ..-ell u I dty bolo on tbe land covcrcd by this kuo, Lc:uoo may 
rocclYO I three (3) month cxtauloo of the tam In ,.11Jch to earn I reduced royalry llllo by sivin1 DOC.Ice to the Commlssioocr of the Ococr&I Land Office, commcncina dnllin1 opcntlons on• 
additional well prior io the cxpillllJOII of such three()) moolb pc:riod and pn,tCCUting dtllacotly and in good faith Ibo dnll1111 of such lddttlonal well and completin1 111110 eo lhlt production in 
paylna quantities iJ established and 10 that IUCh productioo ls brought oa line and &ales tha'eof 1rc commenced prior to Ibo cxpiratJOII of such three (3) moolh extension pc:riod 

(F) NO DEDUCTIONS: Lcs5oc "1"CCI lhlt Ill royalties IOCIU.in1 to Le,- under thb lcuo lball bo without deduction for the co.t of producmg. traospOfting. and Olhawue maid.a& Ibo 
oi:1, ps and Olhcr products produced ba-euodcr l'Cldy Cor sale or u.,c. 

(C) ROY AL TV IN IKINO: Notwltbstaodio1111ylb.in1 contained bc:rdn lO the oonltWy, Lc:uor may, 111 its opcioo, IIJ)OII DOI lCSI than 60 dlys notice IO Leuco, require 111111y time or from 
time to time that payme111 of al.I or any royalties IOCIU.in1 to Lcsaor under this lc.uo bo made in kind wit.bout deduction for Ibo COil oC pn,cluc;in.g. ptbcrina. ttorin.1, llqWaliag. uuthig. 
dchydlllliog. comprcssi.oa. processing. tnnJpOrtina and otbawisc malc:lq tho oil. ps and Olhor products produced bcmmdcr l'Cldy for sale or use. Lcuor's right to IAlce its royall)' in kind 
ahalJ DOI diminisb or oepte Lcuor'a rigbts or Lcsscc's obUpdons, wbclbcr cxprcu or impllcd, under this lcuc. 

(11) Pl.ANT FUEL AND RECYCLED C : No royall)' ahall be paylblc on uy ps u may represent this lcuo'a proportlooate ahll'C of 111y fuel used to proccsa ps produced 
bcrcundcr lo any proccuing pwit. Nocwithscmldtng anything CODtsincd ba'eill to the cootrwy, IDd aubjc,c( to tho CODJcnt in wntin1 of the Commlasioncr of Ibo OcncnJ Land Office, Lcssoe 
m~ rccyde ps for ps UJ\ purposes on Ibo lcuod prcmlKi ..tlcr tbe liquid bydroairboos CODtamod in tbe ps baw boco raoovcd, and no royalties ahall be payable on tho ps IO rccyc:lod uotil 
IUCh time u tho ume may lbcre..tlcr be produced and 10ld or u.,c,d by Lessee in such IIIIIIIICr u to c:otitle 1-to a royalry th~ under the royalty provi.siOIII of this lcuc. 

(I) M.lNlMUM ROY ALTY: Durin.g any year ..tlcr tbe cxpiratlon of the primary tam oCthls lcue, lCthls lease II maintained by production, tbe royalues paid 10 Lcuor ID DO_, ah&IJ 
bo ~ than III amount c,qual to tbe IOI.al annual dd1y rental ba'eill provided; Olhawise, lbcre ah&IJ be due and peyable Oii or before tbe lasl dly oC tbe m011tb IIICCCC>dina tbc lllllMS'III')' date of 
thlJ lease 1 ,um c,qual to the toeal 111nual rt:11!&1 lc:u tho amount of royalties paid durin1 the pn,cc,din1 year. 

(J) MAAC lNAL PRO DUCTION ROYALTY: Upoo Lcsscc's wnuai lpplic:ation, the Sdlool Land 8olrd may roducc the royalty lllle Kl out III lh.ts perall'll)b and/or the minimum 
royal!)' ac:t out in 111.,.IJlll)h ~ (I) to CXleOd the ccooomlc lifo oC thb lcuo IDd CIICC)lftJO rccovay oC oil or ps lhlt mi&bt otbawlJc remain llnl'CCO\la'Od. Ally aadl royalty roduc:don mlllt 
oonCorm to tho R>qlllrcmcnu oC any School Land O(*'(f ldminutllllfvc Nies Oii thlJ subjec:t. Rayalty may DOI be reduced bdow tbe arpllcablo swuiory minimum. 

S. ROY AL TV PAYMENTS AND R.EPORTS: All royaltlcs DOI takm in ld.od ah&IJ bo paid to tho Commluioncr of the 0cncnJ Land Office III Allltlll, Taas, in tbe Co1Jowin1 manner. 
Plymcnt of royalty on production oC oil IDd ps ah&IJ be u provldod in the Nies Id forth In the Tew R.tpila. Rules cum:ntly provide lhal royall)' Oii oil I, duo IDd must bo rocclvcd in the 

GcncnJ Land Office Oii or before Ibo 5th day of tbe ICOOOd montb succccdirla tbe month oC productlon, llld royalty Oii ps I, due IDd mUSI be recdwd in tbo Gcncnl Land Offico on or before 
the 1 Sib dly o( the ICCOCld month succccdirlg the month of productJon, 10COC11pmied by the lffidavit of the owner, 111&1&cr or Olhor ll1thorizcd qcnt, completed m tbo form IDd 1D111Dcr 

prcscnl>cd by tho Ococnl Laod Office and &bowing the IJ'OI.I amount IDd disposjtion of all oil llld ps produced IDd the mar1cct value o( the oil llld ps. togelber with I copy of all documents, 
~ fqioru coru1t111J01 tho IJ'OI.I productJon, disposjtlon and market value lncludiq ps meta" rcadlap, plpdino rocclpu. ps l1DO rocclpcs md Olhor cbccb or mc:monmda ol amowit 

~ put Into plpdincs, tanks, or poou and ps llnca or ps staa&c. and my Olhor rq,oru or rccorda ..-blch Ibo Gcocnl Land Office may require to vaify tho IJ'OI.I production. 
dispoli.i.-od marlc:ct valuo. la all cues the authoril)' of I IIWIIJcr or agmt to ect for tho Lcuco bcrdll must be filed in Ibo Oc:ocnl Land Office. EKh royalty ~Clll aball be 10COC11peolcd 
by I~ 4ib, tchclkllc, swnmary or Olhor ranlttanco ldvlcc abowlng by the usllJICl(I Oc:ocnl Laod Offiee lcaso aumbcr tbc MDOUAt ofroyall)' bcln1 pai.d on cadi i-. lfl.-pey1 lila 
royalty/"' or bdorc thh,y (30) ~ ..tlcr the royall)' p,ryment wu duo. lhca t-owes I pat.llcy of S'4 on tbe royalty or ru.oo, ..-bichcver iJ lfCl&a. A royall)' Pl')'IDall v.'blch iJ over lhuty 
(30) days_ 1aic shill ecaue a pat.Ill)' of 10% of tbe royalty due or ru.oo wbic:bc:vcr Is sr,:aacr. la addition to a pcull)', royalties ah&IJ acc:ruo lo.t.a'al 1111 llllO of 1~ per yes; -ii inla'est will 
bepn ~ I ..-llai tho royall)' iJ sixl)' (60) ~ ovaduc.. Affidlvits llld IUJIP(lltUll documcots which ll'C DOI filed ..-bc:a due ahall inair I penalty in Ill amount ICl by die 0cocnJ Land 
~ Nie which u c:ITcct.iYO oo Ibo dale when the affidlvits or supportiJlg docwncnu were duo. Tho Lcssco aba.11 bow all responsibility for JIIIO'UII « C8USUII royaldes to be 

paid u ~ l>cd by the duo dlto provided bcrdn. ~Cllt of tho delinquency pat.Ill)' aba.11 In DO wsy opcnae to prohibit tho SIII0'1 right of forCdrure u provided by law DOI' ect to poltpOOO 
tho •4t! M ~ ch royalties ..-ere origlnally due. Tho above pculry prov{slons shill DOI llpPly la cases of utle dispute u to tho Stile'• ponloo of tho royalty or to lhll portion of the royall)' in 
disput, u IO Calr marb:t value. 

"-• f..t")-iw,s£ RVES, CONTRACTS AND OTICER RECORDS: Lascc ahalJ annually furubli the Commluioncroftho Ocncr&I Land Office with its best poui'ble estimate of oil aod gu 
,._..~yina tb1s lcaJC or allocable IO this lc:uc aod aball fum.ub aald Ccimmwioo« with copies of all cootncU uoda- ,.'bJch gas u IOld or pc'OCalCd and all subeoqu,cnt IIJ'CCll1C11ts and 
amfldr:n".:': IO IUCh coolne.ts witbln thlny (30) dlya ..tlcr cncaina in.io or maldn1 IUCh coo~ acr-nenu or 1111cndme11u. Such cootncU aod ap,:,c:mcots when received by Iha Gcocnl 
~Oi!1 alwt be bdo ln oonhOCDCO by tho Ococnl Land Office llllless otherwise 111thorir.od by lessco. All Olhc,r COOlndJ and records pertaining to tho productioa. lJUlportalion, sale lftd 
marlcctlng of the oil aod ps producod on uld prcmlsa, lncludln1 the boob and IICCCIWllS, rccdpcs and cliJclurses of all ..-du, tanka, poolJ, mctcn, and plpclinca ahall It all timca be subject to 
lrupcctloo aod examination by the Commlssloocr of tho Ocncnl Land Office, the Attancy Ocncral,. the Oovanor, or Ibo rqlfUCfllltiYO of any of them. d Corr~bt 
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(0) ORI LLING RE.CORO : Wnucn noucc, of al l opcratioru oo thb lease shall be subm1t1ed IO the Commissioner of the Gcncnl Land Office, by Lcsscc or opcmor five (S) days before 
IJKld date, worl.ovcr, re-<:ntty, tcmpon,y 1bandooment or plug 111d abandonment of 111y wdl or wdls Such wnucn nouce to the General Lind Office shall include copies of Railroad 
Commlulon forms for appheatloo to drill Coples of ,o'(]I tcsu, completion rcporu 111d pluggrng rcporu shall be supplied to the Gcncnl Land Offioe al the ume they 11e filed with the Tcus 
Railroad Commissioo. Lessee ahall supply the Gcncral Land Office W1th any rcconls, manoranda, IICCOWIIJ, rq>OrtS. cutunp 111d cores, or ocher mformauon relauve to the opcndon of the 
abo-«Senbcd prcmiJCS. "'blch may be requested by the General Land Office, 111 adcbuon to those herein cxpttUly prov1ded for Lcsscc shall have III dcctnea.1 and/or radioacuv,1y lllll'VC)' 

made on the borc,-bole accuon, from the base of the awfacc casing to the lOl&l dcp(h of-.e_ll, of all "'ells dnlled on the above dctaibcd premises and lhaJI transmit a tNe c.opy of the log of each 
survey on each well to the Gcncnl Land Office within fifteen (IS) days after the roiling of 111d 1urvcy 

(Q PENAL TIES: Lessee ahall Incur • penalty wbcncver rcporu, documents or O!hcr mAtcnala arc DOI filed III the Gcncnl Land Offioe when due. The penally for laic filuig shall be Kt 
by the Gcncnl Land Office ldministrauve nile wblch Is dTcctJve oo the date when the malenals ,-ere due III the General Land Office 

7. RETAINED ACREAGE: NOCW!thstandu,g any provision of this lease to the eootnry, after • well produe1ng or capable of produc:101 oil or gu bu bcco oomplcted oo the leased 
prcmlscs, Lessee shall c:xcrcbc the diligence of a rusonably prudent opcntor in clnllina such eddiuoaal ... c11 or "'db u may be reasonably necessary for the proper devclOflfflenl of the leased 
prcmlse:s and in mA11ccting the produetioo thereon 

(A) VERTICAL: In the C\'Ull thb lease Is in force and clTect IWO (2) YCMS after the~ dale of the pnmary or cxtcodcd ICnD it shall thcn 1en11l!ialc u to all of the leased premises, 
EXCEPT (I) 40 acres Slll'l"OUDdina each oil well cap1ble of producing In payina quantities and 320 IICt'CS IWTOUlldina each gu well cai-ble of produclna III p,1yln1 quantities (IDCludina a s.but­
ln ool « ps well u provided la Para~ 11 hcrc:ol), or a well upoo wblcb Lessee b then cnpacd In conunuou.s drill1n1 or reworltiaa opcnlions, or (2) the number of acres IDCludcd io a 
produclna pooled unit punlWll to Nanni Raourou Code Sectioru S2. UI -'2. ISl, or (3) IUcb grca1er or lesser number of ecra u may then be alloca!Cd f« production purpOIICI to a prormOD 
unit for each IUGb produdna well under the rules and reaulalions of the R.aill'Old Commission of T cxas. or any successor aac:ocy, or ocher aovcmmcntal authon1y haVIDI Jwudict1oa Within 
90 days o( a penial tcrmlnadOD of thb lease In accon1ancc with this au~ and ui- peymai.t of the minimum films fee ICI by Oc:ncraJ Land Office rules io effect II the ume of the 
J*t1a1 11crmhwloa, Lcsscc ahalJ ~ the r!glu IO obcaln I surface lease for lngrcs.s and csrcss OD and ecn>a the taminllcd pol1loa of the leased prcmhea u may be rcuoaably _,. r« the 
oootloocd opcnlion of the portlolu of the lease rcmalnlog in force llld c!f~ If Lc:uce fails IO apply r« a surface lease within die 90 day period spoc:ificd above, Lessee may apply f« a 
IUtf'Mle lc:uc rrom the Land omce, bu1 the Land Commwlooa- bu the clucntlOD to p-1111 or deny aich applicauoo and to Kl the fee for aucb aurface lease. 

(8) IIORIZOll(T' AL: In the cvcnt this lease Is lo force and effect IWO (2) yun al\cr the cxpntlon dale of the pnmary or extended ICnD ii ahalJ f'unhcr tcrmlnate u to all dcpchJ below 
100 fed below the lOl&l depth drilled (bcrdnallcr "dccpcr dcpchs") io each well located OD aacage rcu.iJlcd In Paragraph 7 (A) above, unless oa or before IWO (2) ycan al\cr the primll}' « 
cxtcodcd tam Lcsscc ~ an amount equal to ooo-balf (In) of the bonus onpwly paid u consldcnlioa for this lease (u lpCCltk,d oo Jllllc I hcrool). If aucb amoun.t IJ peld. this lease ahalJ 
be la force and dTcd u IO IUcb deeper depth.s, and Aid termination ahalJ be delayed for an eddidooal period of IWO (2) ycan aod 10 Ions thcrea!\cr u oil or p.s IJ produced In ~I quantities 
from IUcb dccpcr dcpchJ coYcn:d by thb lease. 

(Q (OfNTIFICATION ANO PILING: The aurfacc aaeqe rctalocd bcrcundcr u 10 each wdJ aball, u oc:ariy u pnc:tical, be io the form o( a lQUAR with the wcll loc:a1cd lo the center 
thcn,o(, or such ocher lhape u may be approved by the Sdlool Land Doud.. Within thirty (30) da)'I al\cr penial 1en11inatioa. ol tb!J lease u provided bc:rcin, Lcsscc aball execute IDd record a 
rclcaJO « releuc:s contalnlna • uw!acu,ry lcpl dc:acrlpdoo ol the llaC&Je and/or dcpchJ - rculnccl hcramdcr. The l'tlCOl'dcd release, or a ccnifiod copy of 1,1111e, ahalJ be filed lo the Oc:ncraJ 
1.-1 ()ffiee, aocompM!cd by the fillog fee ~'bed by the Oc:ncraJ Land Office rule, In dl'ect oa the date tho release Is filed. If 1-fails or refuses IO c:xCClltc llld record aucb relc:uo or 
rel- within rund)' (90) day1 aha' being rcqucslcd IO do IO by tho 0c:ncraJ Lmd ()ffiee, thc:o the Commiaiooc:r al biJ IJOle diJcrc:tlOD may dcslgnat.e by wnll.CII ilucnJmCIII the~ and/or 
dq,chJ IO be released bcramdcr aod record aucb UI.SUIIIDCIII It Lessee's c.x:pcn.te In tbc county or CO<mties wbcre the lcase IJ loc:a1cd IIDd io the official rccorda o( the Oc:ncraJ Laod Office llld 
aucb dcslpudOD ahalJ be blndioa upoo Lessee r« all purpoees.. If at &QY time al\cr the dl'ccdve date of the penial tamto.doa provisloa.a bcrcol, tho appllcable field Nici .-c c:banted « the 
well or wd1s localed thereon .-C reciassfficd IO thal less IIOUge U lhcn:aftcr allocau,d to aaid well Of' wdlJ f« produc:tion JlWlX*', this lease ahalJ themipoo lcrmUlalc U to all ac:reaao -
thercal\cr alloca!Cd IO Aid wcJJ or wclJJ for produc:tlOD purposca. 

I. OIIT'SET WELLS: If oil and/or ps should be produced la commcrcial quantities from I well localed OD land privately OWDCd or OD SWe land leased II a lesser royalty, wblcb wdl is 
within oac cbouJalld (1,000) fed oftbc area included bcrcin, or wbicb well Is inl.olna the area cova-cd by this lease, the Lcsscc abal1, within lixl)' (60) day1 al\cr u:h Initial productioa !i'om 
Ibo chialaa wdJ « tho wdJ 1-od whhlo 000 lhouAod (1 ,000) foe( from Ibo wca cowrod by lhb kuc bcslo Ill eood fa.Ith and proec,c:utc dillptly tho drilllns o( • oir.ct wdl 00 the area 
coYCRd by dw lease, Ind IUcb olIJd well shall be drilled IO Neb depth u may be occessary 1.0 preYffll the undue dralnaie o( the area cowrod by this lease, and the l...cuce. mma,cr « driller 
,ball me ..U mcaru nccc:ssary lo a sood faith dTort to make IIUCb oll'scl wcll produce oil and/« gu in oommcrcW quantities. Only ui- the ddcrmlnadoll of tho Commwloocr and with bis 
wriltCII IPl)l'OVll. may the P«)'lllcnl ol a compcn,atory royalry &alUfy the obliptioo 1.0 drill ao o!TICI wdJ or wellJ roquircd under thb Pwaanph. 

, . ORY IIOLFJCESSATION OF PRODUCTION OU'IUNC PRIMARY n:RJ,1: I!, durins the prim.vy ICnD bcn,of and prior to ducovay and produc:tloa of oil or ps OD Aid land. 
Lcssec abould drill a dry bole « boles thereon, or if dwina the prim.vy term bcniof and al\cr the diJCOVa)' llld actual production of oil « ps Crom the lc.ascd prcmlses IUGb produc:tloa thcrco( 
abould ocuo Crom 111:y c:awc, tb!J lease ahaJJ DOC tcnnloaac If oa or before the cxplralloa of lixly (60) day1 Crom date ol complctloa or Aid dry bole or CCll&lioa of proclucliOD Lessee 
oommcooc:. addidooal drilling or reworlcing opcnlioru thereon, « p,iya or laldc11 the DCXt annual delay rco.tal lo the 111111e manocr u provided io tbla lcuc. l(, during tho last ya, o( the 
primary 1en11 or within alxty (60) days prior lhcrcto, a dry bole be completed and lbeodoocd, or the produc:doo of oil or p.s should c:ease for 111y cauJe, Lc:sscc,'a ripts ahaU rcm.alo In full force 
Ind clTccc without further opcntiODJ until the cxplrwdOD o( the primary 1en11; and if Lcssec bu not resumed production io p,l)'Ull quantities at the c:xpil'ltion of the prim.vy t.cnn, Lcsscc may 
maintain this lc:atc by cooduc:doa additional drillina or reworlcin1 opcnliODJ punuaot to Pw-agrapb 10, uslna the c:xpil'ltion or the prima,y 1en11 u the date or ocssatioo or produc:tiOD under 
l'll'acTIPb I 0. Should tbc lint wdl « 111y aubtcquent wdJ driUcd oo the above dcscn'bcd land be completed u a lhut-ln oO « gu well within the prim.vy tam bcreo(, Lessee may resume 
~t o( the 111Dual rental la the -e m.lllDCI' u provided bcrcio oo or before the rental psylna dlltc foUowln1 die c:xpil'ltion o( lixl)' (60) day1 Crom the date o( complcdoa o( aucb lhut-ln oil 
or gu well Ind ui- the Call1n to ~ IUcb psymcnt, thb lease ahalJ lp,o ~ tamlnaic. If a1 the cxplratloo of the primary term or any time tbc:rcaJI« a abut-lo oil or gu well Is loc:alcd oa 
tho lcucd prcmua peymcnts may bo made In accordaoce with the ahut-in proviJlons bcn,o(, 

11. CESSATION, DRlLLlNC, ANO REWORKING: I!, al\cr the c:xpin(Joa or the primary ICl'III, productioo o( oil or gu &om the leased prcmlaca, al\ct oocc obwncd, llbould ocase 
~ ~ tlw lcuo obaU Dot 11:rmlnate If Lcssec oommc:nocs oddltlooal drilllna « rcworldna opcnllona within alxty (60) days al\cr IUdl ccuatloo, and thla lcaso ahalJ rcm.alo In full 
roroe A.d-drcd for 10 Iona u 8Uda opcndODJ oootinoc In sood faith and lo worbnanUkc manner without lotcrrupdons tot:aJins more tbao llxl)' (60) day&. If ouch drllllna or rcworldna 
CJPCl1lb.f it,u!t In the productloa o( oil « gu, the lcuc ahaJJ remain lo full foroc and dTcd f« ,o Iona u oil « gu Is produced Crom the leased premises In payina quandtlei « psymcnt of 
... .-.r orcu wdl royaltic, or psymcnt o( compamtory royalties IJ made u provided bcrcio or u provided by law. lfthe drillins or rewortlna opcnllODJ result In the complctloa ot. well 
u a dryJlole, the lcase will DOC ICfflJ.lnlle lftbc Lessee oommcncCI addili.ooal drilling or reworlcina opcnllons within alxty (60) days al\cr the complctloa of the well u a dry hole, and thb lc:uo 
llhaJJ ""ffl lo dTcd IO long u Lcace continues drilling or reworlcing opcnlioa.s lo good faith and lo a wor1ananlflce ll1IIIIICI' without lotcrrup(ioa.s tot:aling more than lixl)' (60) day&. 1-
ah.aJJ aJ-.i,tcn nodcc to the Oc:ncraJ Land Office within thirty (30) days ofaoy ccssatloa ofproduc:tlon. 

•••• 
11,.flllt-lN ROYALTI ES: For purposes ofthb penarapb. •well" means any well thal bu been uslpcd • well number by the awe aacncy havlngjwudlc:tioo CMr the productioa of oil 

and Pl- 1f • any time al\cr the cxplrallOD or thc prunlt)' ICnD of a lease that, until being llhut io, W&J belna maintained lo force and effect, a wcU cai-blc or producing oil « ps lo ~I 
quanliu,s Is loeaccd oo the leased prcmbes, but oil or ps Is Dot being produced for bdc of aultsble production fad.Utles or laclc or a aull.lble mat1cct, then Lessee may pay u a &bui-lo oil « ps 
royal(l f, p ount equal to double the annual rental provided lo the lcuc, but - lcu than Sl ,200 a yur for each well capable of produdna oil or gu lo payin1 qumititics. To be dl'cc;tive, 
caclt fultial allut-in oil or ps royalty m\lJI be plld oo or before: (1) the cxpmtiOD of the prim.vy term, (2) 60 days al\cr the Les-, oeuca to produce oil or ps &om the leased prcmlscs, or (3) 
60 claJ,l llfl::r Lessee complrtc, • drilling or ,-Idol opcndoo lo IICCOnlancc with the lease provisions; wbldH:vcr date IJ latest. If the &but-in oil or ps royalty IJ paid, the IC&lO &ball bo 
COllf~ be a produdna lease Ind the l)IYIDcot ahall extend the tam of the lease for • period o( one year Crom the awl of the prim.vy term, or &om the lint day ot the month foUowini tho 
mon~ fu--..Ycb produc:tioo cca.,cd, and, al\cr that, if DO IU.itsblc production fllCllitia or aultable markcc for the oil or ps cx!Jts, Lc:uce may cxtcDd the lease for four more succculvc periods of 
ooe (I) yar by payins tho .ame omount each year oo or before Ibo cxplratloo of each &but..., yur. 

11. COMPENSATORY ROYALTIES: If, dwina the period thc lcue la ltq,c in clTect by paymc:ru of the abut-in oil or ps royalty, oil or ps Is aold and dcllvc:rcd io payl,,1 qU1111titiei 
from • well loeatcd within ooe lhousaod (1 ,000) feet of the leased premix, and complrted in the wne produclns rcsavolr, or lo any cue lo whlcb dnalnaae 1J OCQln'io&, the right to cootinoc to 
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awntain the lcuc by pi1ylng the abut-LO oil or gu royalty aball cusc, but the leue aball mnllD e!Tc<:llve for the rcm11ndcr of the year (or ••1l11ch the royalty bu been pa,d The Lessee may 
maintain the lease for four more succc:ssiYC ycan by Lcsscc poy,ng compcnwory royalty III the royalty nte prov1ded ,n the leue of the mlrio.ct value of produc:uoa from the ,.di cousu,1 the 
dninage or which iJ complel.Od LD the wnc producing rcscrvo,r and witb,a ooc thousand (1 ,000) feel of the lascd prm,11« The compcruatory royalty II to be p11d monthly to the 
Commlssiooer beguwng on or before the lut day of the month follOWlllg the mooth LD ,.bicb the oil or gu II produced from the ,-ell C111Smg the drauiage or thlll II completed in the wne 
prodllan1 rcscn'Olt Ind IOCllcd witlun one thousand ( 1,000) (Cd o( the leued pmnlscs, ,r the compenwory royalty pa1d ,n ony 12..nooth pcnod II m an amount lcu thoo the onnu.al abut-in 
oil or gu royalty, LesJec &ball pay ID amount c,qu.al to the difference ,.,Ihm llutty (30) daya from the end of the 12..nonth pcnod, Ind none of these provisions w,U relieve Lessee of the 
oblipdoo of rc&IOOablc ~lopmau nor the oblogauon to dnll offset "'ells u prov,ded III N.R.C s«uoo Sl 034, ~ .... al the dclcnnlDIUoo of the Comm1saooer, IDd with the 
Commlu,oocr's wnuco opproval, the payment of compensatory royalucs aball aatufy the obhgauon 10 dnll olfsct .... 11, Compensatory royalty poymmlJ ... h,ch arc not limdy paid will a.ccnie 

penalty Ind intcrcsl in~ with l'llngrapb S ofth1J leue 

IJ ., E:.X'TI: SIO S: lf, Ill the cxpinlioo of the pnma,y tam of thia lease, produclion o( 011 or p.s bu not been obcalllcd Oii the lcucd prr:uuscs but dnlhng opcnuooa ue bemg conducted 
thcrcoo in good faith and in I good and worbnanhkc manner, Leucc may, oo or before the CXJ)IBUOII o( the pnma,y tam, file III the Gcncn1 Land Office wnttco apphcatioo IO the 
Commi.uloner of tho Ococral Land Office ro, 1 thiny (30) day ouension of thia lease, l()()Offlpanied by payment of Tbrcc Thousand Dollara (Sl,000.00) if thia lease coven alx hundred forty 
(640) ICl'CJ or lcn ond Six Thousand Dollan (S6,000.00) If lh!J lcuc coven more than aJx hundred forty (640) acrcJ and the Commluloo..- &ball, in wnung, atcod thlJ lcuc for I thirty (30) 
day period from and Iller the cxplralioo of the prima,y tcnn and ao 1001 thcrw\er u oil or p.1 IJ produced in pay,ng quanlitlct, provided funher, lllll Lenee may, ao Lona u IUCb drilling 
opcntloru ue being conducted make loke oppllcatloo and poyment dunna any thirty (30) day extended pmod for ID lddilional Clllcnsion of thtny (30) daya and, upon receipt or aucb 
oppllc:atlon and payment, the Commluioner aball, In writlng, "&ain extend thiJ lease ao thlll same &hall remain III fon:c for auch addiuooal llutty (30) day pcnod a.od ao long thcrw\cr u oO or 
gu u produced In pcylna quanlitlea; provided, however, that this lcuc aball not be ouc:ndcd for moro than • total of tbrcc hundred ninety (390) daya Crom and ol\er the cxplralion o( the 
prima,y 1cnn unlcu productioo In paylna quanulica bu been obtained. 

I~. U E OF WATER: URPACE: Lcucc aball have the nal>t 10 wc water produced on aai.d land necasary for opcratiOOJ bcram.dcr and aolcly upon the lc:asod prcmuea; provided, 
b.owcva', Lessee &ball DOI IISC potable Wiler or water suitable for bvatock or impllon purposes for water flood opcntions without the pnor wntten oonscnt o( Lcsaor. Subject to itJ oblipdon 
to pay aur<acc damaaca. Lessee abalJ ha~ the, ri&1>1 co use ao muc:b of the surface or the, land WI ~Y be reaJOlllbly ncccssa,y for dnllina and opcrallD& v.cl!J md traDsportlDI and manccting 
the production tbcrcfrom, aucb wc co be cooductcd under coodlliOOJ of lcast Injury to the aurfac.c of the land. Lessee aball poy IIUfaee damaaea In an amount Id by Ibo Oalenl La.od Office 
fee achcdulc which la effective an the d.lc ... 11ai the a.c:tivity rc,quinna the paymcot of awfaoc damagea occun 

IS. POLLUTION: In dc:Ydopu,g this orea, Lessee aball wc tho highest degree of care and all proper aafc,-ds co prevent polluuoo. Without bm,una the forcgolna, polllllloa or couw 
wetlands, naninl -~ rivers a.od lmpow,dcd Wiiier &ball be prevcnl.Od by the wc o( cootainmau Caciltlict auffidau co prevent aptllage, accpaic or ground Wl1CI' con111111nadon. In the 
event of pollutlon. Lessee aball UJC all mClflJ II iu diJPC)Sll IO rccepturc all cacapcd bydroco<t>oiu or ocha pollu11n1 a.od abalJ be rcspom1ble for all damaao IO public lllld prlvaLc propatics. 

(A) UPLAND : Lcssce &ball bulld and maintain fcooct around ilJ alll$b, awnp, and drainage pilJ and tank baucria ao u to J)l'O(CCC livestock apinsl loss, damaac or lnjwy; and upon 
complctioo or lbandorunco1 of any well or wellJ, Lessee &ball fill Md lc:vcl all slush piu and ccllara lllld completely clean up the drillina aitc of all nibbiJ.b thCl'COll. 

(0) SUOr<lERCED LANDS: No d!JclW'ge of aolld waste or ptbaae aball be allowed Into Swc waters from any drilling or support vcssds, productioo plllfonn, crew or supply boa!, 
bargo, jade-up ria or ocha equipment IOCllcd oo the leued ll'U. Solid waste aball Include but aball DOI be bmll.Od co containers, cquipmeot, nibbub. plastic, glus, and ID.)' other man-mado 
ooo-ol.odcp,wiable hcma. A alga mu.st bo diaplayed In I hial> !Bffic orca Oil all YeUCl.a and manned plauomu awina, "Discharge of IDY aolld waste or prl>lge lnio SWe Woun from vcsacla 
or plall'OC1DJ ia strictly probJbhcd and may subjocc I Slate of Texas lcue co forfdun. • Such sw.cmco1 abalJ be In lcuoina or II lcut 1 • In alze. 

(C) RIVE.RS: To the, CXICIII IICCCIJII)' 10 p,-cvcnl pollution, the proviaionJ found In aubscctiocu (a) and (b) o(thia paragraph aball ai.,o lpply IO river, md riverbeds. 

(D) PENAL TY: FoilW'C to comply with the requirements o(thlJ provision may rault In the maximum penalty alio-.d by low Including (orfdrure o( the lease. Lcasce abalJ be liable for 
the, damagea caused by aucb Callurc and IDY COltJ and cxpcnscs lnc:urrod In cleanina ll'CU atrectcd by the dlJch.racd was1e. 

1'- ID£NT1P1CATION MAJUCE.RS: Lessee abalJ erect, 1111 dlsumce DOI IO cxccod twal(y-6w (25) (eel from each wdJ on the pranlsa cowrcd by this leuc, 1 lc1J'ble alga Oil v.1,lcb 
aball be IWcd the name of the opcnror, the lease dcsignatloo IDd the wdJ number. Wbcrc two or more wtllJ OD the umc 1usc or wbcrc wtllJ on two or more lcaa arc c:onncc:ted to the ume 
tan.le bettcry, whether by lndlYidual Oow lino ooonoc:tlOOJ dlrect co the IIDk or Ul1ka or by 111e al• multiple bcadcr aystcm. each bnc ~ each wdJ IDd aucb Wik or bcadcr aball be lcp'bly 
l.dco.tlficd III all tlmca, dtbcr by I finnJy 111tacbed tag or plllle or ID l.dcotificatlon properly painl.Od oo mch line 111 1 distance DOI IO exceed three (3) feel from aucb tank or bcadcr connectioa. 
Said algnJ, lap, plllCI or other Identification markers aball be maintained In I lepblc oonditiOD througboul the term of lhb lcuc. 

17. ASSIGNME.NTS: The lease m->' be ll"IIIJfcrrcd II ony lime. All ll"IIIJfers mu.st rcfc:rc:ooc the lease by the file number and mllSI be recorded In the oounty wbcro the area u located, IDd 
the recordod ll"IIIJfer or I oopy ccrti.6ed co by the County Cert o( the OOUDl)I wbero the ll"IIIJfcr u rocordcd mu.st be filed In the Ocnenl La.od Offioc within nine(y (90) daya of the cxecutioa 
date, u provided by N.R.C. Scctlon Sl.026, -ocompanlcd by the filing fee prcac:ribcd by the Gcocnl Land Office rules In effect Oii the dale ol rcccipc by the Gcncnl La.od Office of aucb 
lt'IIUl'er or catilied copy thereof. Evuy ll"IIUl'cree aball succccd to all right.a and be aubject co Ill oblipdons, llabllluca, lllld pcnallica owed co the Swe by the original lcucc or IDY prior 
ll"IIUl'cree o(lhc, lcasc, lnc.ludlng any liabnitlca IO the lllle for unpeld royalties. 

II. RELEASES: Lessee may rcleue the rial>tJ p,1111.0d baamdcr co the Swo • 1111y limo by ,-.dlna the rclc:aso lo the oounty wbero thiJ area u alnwed md fillna the recordod release or 
ccrti.6cd oopy o( Ame In the Ocnenl Lmd Office within nine(y (90) dayw allcr ilJ execution ICCOllll*Ucd by the fillna fee prc1Cr1'bcd by tho Ocnenl l.-1 Office rules lo dJect oo the dale of 
recd pc by lhe Ocnenl uod Office o( ,ucb release or certified oopy lhffliol Such rdcuo will DOI have lhe dfect o( rdcasina Lcuce from my l.iabilil)I tbcrdo(ore aoc:nacd In C.-- oC lhe Slate. 

a,. LIEN: lo IICCordaoce with N.R.C. Secuoo Sl.136, the State, abalJ have I lint lien upoo ..U oil lllld ps produ= from the area COYa'Cd by this lc:aso co accure ~I of all ani-ld 
royal I)' llld ocha 1U11U of moocy due may become due under this lease. 0 y eccqll.lllCe of dliJ lease, Lcuce IJ'llllS the State., ID lldditlon IO the lien provided by N .R.C. 6cctlon Sl. I l6 IDd 111y 
~~ ltllUlOf)' liCD, .. cxprca ~ lien Oil llld acc:urity Ulla'al UI all leased miacnu UI md e:xlnlClcel from the leased pranuc:s, all proceed.I wblch may accr\lO to lcuce 
from 4beae of IUCh leucd mlocnw, wbdber IUCh proceed.I are bdd by Lcuce or by I third I*')', and all fixnirca an and lmprowmCDIJ to the lcued prcmuca used iD COllllectlon with the 
~~ processln& of IUCh leucd ml.ncnlJ In order co ICC\lt'C the paymcot oC all royalties or oCbcr 8DOWl.lJ due or IO become due under thiJ leuo and IO ICC\lt'C payment oC my damqes or 
lodtkt"Lc:f« may suffer by rcuon of Lcssce'• tnacb of any OOYCl>IDI or oonditiOD of lhu lcuc:, wbcthcr cxprcu or Implied. Th!J lien md ,cc:unty inlcrcst auy be (orcc&o.cd with or 
wilhci.l court proec,cdinp In the ll1m:lllCr provided In the 1ille I, Olaptcr 9 o(lhc, Tcxu O\l.lmCQ md Commc:tce Code.. Lcuce .,,._ th.I the Commissioner auy rcqulrc Lcuce to c::x:ccu.te 

and rc&rd IUCh uutrumc:nlJ u may be rcuooably IICOCSAI)' co ecknowlcdgc, lllaCb or perfect thlJ UCll. Lcuce bcrcby rcpraailJ that there are no prior or ~ Uc:m aruin& from eod 
rclal.lnf ~· a.c:tiYidca upon the, abovo«lc:ribcd propcny or from LcsJcc'a ecqu.lJidon o( thiJ 1-. Sbould the Commlsaloocr Ill any time dctcnnlnc WI thlJ repre,c:nwlon IJ DOI lnJe, 
!hem b l:ommluloocr m1y declare this lcue forfeited u provided bc:rciA. 

Jll 'POlf"EITUR£: If Lcuce aball fail or rcf\lse co mlb the ~cot of any awn within thlI1)' (30) daya aJ\cr it bcoomct due, or I( Lcuce or an outhoru.cd agent abould knowingly make 
111y WJe rccwn or fwo rcpor1 cooccrnlng productioo or drlllina, or i( Lcuce abalJ fail or rcfwc co drill any ofuct wdJ or wcUa In good faith u requln,d by law lllld the ndca a.od rcautadOOJ 
ldopt~ by the Commls.sloocr of the Gcncnl Land Office, or If Lessee abould (all to file rcporu In the manner requln,d by law or fall co comply with rulca and rcplalioru promulpLOd by the 
Oq,atl~d Office, the Sdiool Lmd Board, or the lullroed Commission. or refuse the proper authority ICCCU IO the records pertaining IO opcntlons, or lf Lessee or ID authorized agcol 
~ lmewlngly fall or rcfUJC to give oom,c:t Wormatioo co lhc proper authority, or knowln&Jy fail or rcfwc co (uruisb the Ocnenl Land Offioc a corn>Ct lot or any wc1J. or It Lcsscc 5hall 
knowlnsly 1,iol11c any of the mlllctial provuiOOJ of this IC&Se, or lfthls lcuc ia udgncd IDd the asdgnmcol u not filed In lhc Oc:ocnl Land Office u required by law, Ibo rial>tJ IO(IURCI under 
wd ~'\1&11 be ,ubjcct to forfd ture by the Commls.slooer, a.od ho aball forfeit aame wbcn IUfficicnlly Wonned of the facu which authorize 1 (orfdtutc, IOd when forfeited the area 5hall 
opin be subjocc co lcuc to the, blghc,I bidder, under the wne rcgulllliOOJ coolJ'Olllna the orlg!nal aale o( lcuc:s. However, DOlblll& bcrcln abalJ be constnlcd u walvln& the awomatlc 
lemWl.atioo o( this lcuc by opcntloo of low or by rc&100 of any spc,dal Umlwloa arlslaa hffamdcr. forfdnuu may be sct uldc IDd this lusc and all riat,lJ thereunder rcl.nstltcd before the 
riat,tJ o< IIDOlba lntcrveM llpOII utinlCIOty evidence to the Commiaioocr of the General Laod Office o( future compli1DCC with the pnwuiOOJ of the law and o( this leue md tho rulct and t 
rcCllllllions thlll may be ldoplOd rdalive bcmo. True and Correo 
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ll. RIVERBED TRACT'S: In the event th11 lcue eoven a nvcrl>cd, Lessee 11 bcm,y spc,cllically arantcd the n&bt o( cmlllCllt donwn and coodcmnataoo u proVldcd for ,n N R.C. 
ScctiOOJ 52.092-52 093, u a pan o( the coruldernion moV1n110 Le:ssor for the eovmants herein made by Leu«. 

ll. APPLI OLE I.A\ ANO ORI LLJNC RESTRICTION : This lease t.h&JI be ,ubJcct to all Nies and rcgulanOOJ. and amendments thc:mo, promulpicd by the Commwaooa o( 

the GcncnJ Land Office govan101 dnlhna and producana opcnt,onJ on Permanent Free School Land rpc,cilically andudina any rulcs promulpied that relate to planJ o( opcn110DJ, payment or 
royal11es, and audi11n1 procedure,, and ab.all be ,ubjcct to all otbc:r valid Jtalutes, rule&, rcculat.iOOJ. onkn and orduwlca that may affect opcnllOOJ under lhe provwons or thu lease Wubout 
hml11ng the gencnJ11y o ( lhe foregoing. Lcucc bacby agrees, by lhe acccptancc o( thiJ lease, IO be bound by and subJcct IO all JUIUtcwy and rcgulatcwy proV!siOOJ rclattn1 to lhe Gcnc:nl Land 
Office', audit bllllo& notice and audit bcannp proccdwu Said provb.iOOJ arc c:ur=tly found at l I Texas AdmllURDtlvc Code, Oiapla' •. and Texas Natural Rcsourus Code SecbOOJ 52.135 
and 52.137 through 52.140 In the evcot thu lase coven land franchiJcd or leased or othawise usod by a navipllon dillria or by lhe Uruted Swcs (or the pwpD6C or navisaooo or otbtt 
purpose incldc:ot to the opcnt,oo of a port, then Lcsscc ab.all oot be cn111lod 10 cntc:r or possess JUCh land without pnor approval u pfOVlded under Sectioo 61 117 o(the Texas Wala' Code. but 
Lcsscc ab.all be en11tlod to dc:vclop JUCh land (or oil and ps by dircctlonaJ dnllma, proV!dcd, boweva, that no aurfacc dnlling location may be - than 660 (ea and llp(Cal pcnnlSSIOO Crom 
the Commluiona o( the Gcncnl Land Office iJ ncccswy to male any~ local.lOD IIUtCI' than l,160 (ea measured at n&bt ansJcs Crom lhc ocarcsl bull.had lmc or Crom lhe ocarat 

dredged bottom edge of any channel, slap, or turning buin which lw been authori.ud by lhe United Stale& u a fcdenl project for future coostnlctiOII, wluchevcr Is ncaru 

ll. REMOVAL OP EQUIPMENT: Upoo the tam.inatioo of this lease for any cause, Lessee JhaJ.I oot. ill any event. be pamittod to remove the C&Sllll or any pan of the cqwpment from 
any producing. dry, or at.ndooed well or wcllJ without the written consc:nl of lhe CommlJliona of lhe Gcnc:nJ Land Office or biJ aulhoru.od rqnscntMJvc, nor shall Lcuce, without the 
wriltffl consc:nt of said Commluioott or biJ aulhoriz.od rcprcscntativc remove Crom the lcucd premises Ibo CUIIII or any otba equipment, material, macblntty, appllanca or property ownod 
by Lc:uec and usod by Lcssc,c ill the dc:vclopmcnt and produetioo o( oil or p.s therefrom unbl all dry or abaodoood wcllJ have bceo pluuod and un11I all ,hab or rc(11.1e p,ts have beat properly 
lillod and all broken or discarded lumber, mllChinc:ry, or dcbriJ ab.al l have been removed from the prcm!Jc, 1.0 the sa11s(ac:tioo of the said Commisslontt or hu authoriud rcprescntlllve. 

l4. FOR.CE MAJ£URE: Should Lusec be prevented Crom complying with any cxr,us or lmpllod coYCllallt of thiJ lase. from cooductin1 dnllinl opcntiOOJ thcrcoo, or Crom produa.01 
oil and/or p.s there.Crom, after effort made In good faith. by rcasoo of war, rcbdlloo. riou, JU\kcs, firu, acu of God or any order, rule or rcgwatioo o( govmuncnial authority, then while ao 
preYC11tod. Lcsscc'a oblipdoo 10 comply wilh such covenant ab.all be iuspendcd upoo proptt and lalis!IIClOf)' proof prcseotod lo lhc Commwloocr o( lhe Gcnc:nl Land Office In support of 
Lc:sscc's cootcntlon and Lcsscc sbalJ oot be liable for damages for failure to comply thc:rcwith (except In the event of lease opcntions IUSpClldod u provided in the rules and rcgwatlOOJ 
adop(od by the School Land Ooard); and thlJ lcue aball be mended while and ao long u Lusec IJ prcvcnlod, by any such ca11.1e, from drilling. rcworldng opcntiCXJJ or producing oil and/or 
ps from the lca.scd praniJCJ; provided, however, that nothing herein-shall be conswod 10 suspend lhe payment o( rcnials during the prima,y or extended term, nor to abridge Lc:sscc's rl&bt to a 
,uspcn.doo under any applicable JUWtc of this State. 

15.. LEASE SECURITY: Lcsscc abaJ.l takc the blgbes1 de~ of care and all proptt wcguards to protect said premises and to prevent thdl of Oii, gas. and other bydrocarbonJ producod 
from said lease. TbiJ lndudes, but Ii DOC Umitod to, the wtalladoo of all neccswy equipment, &ca1s, loc.la, or otbtt appropriate protective devlca oo or at all acceu points at the lease's 
productiOQ, plbering and JtOrlie l)'SlcmJ wbac lhcf\ of bydrocarbocu can ocair. Lusec JhaJ.I be liable for lhc loss o( any bydrocatboos rcsultin1 from thcf\ and JhaJ.I pay the Swc of Tcx.u 
royalties thcrcoo u provided herein oo all oil, gu or otbtt bydrocarbocu lost by reason of thcf\. 

2'.. RE.DucnON OP PAYMENTS: If, during the pru,wy term, a portion of lhc land covcrcd by this lc.ue IJ Included within the boundancs of a poolod UDJt that bu beat approw,d by 
the School Land 8oetd lo acoordancc with Nanni Rc,oun:c, Code Sections S2. I 51-Sl. I 5J, or if. al any time allO' the c:xpindoo of the primary tam or the cxtcndod tc:rm, thiJ lease coven a 
leacr numbtt of aacs than the IOla1 miouat dc:saibod bcrdn, payments that arc made oo a ptt aac bub bcmmdcr JhaJ.I be rcducod accordin& IO lhc number o( aacs poolod, rclc:ucd, 
oum:ndcrcd, or otbctwuc 1CYttod, ao that payments dctcnnJ.ood oo a ptt aac bub under tbc tams ol thiJ lcuc duri.D1 the pru,wy tc:rm ahall be calc:ulatod buod upoo the number ol aacs 
outside the boundaries o( a poolod unit. or, if allO' the c:xpindoo of the prim.-y tc:rm, the number ol acres IICtll&lly retained and covcrcd by this lease. 

17. SUCCf.SSORS ANO 
wlpu of Lcsscc bc:rdn. 

1&. ANTIQumt:S COO£: la the CYCD.l tbat any fcatw'C or arcbcoloaicaJ or blstoricaJ lotc:rc1t iJ CDOOU11t.crcd durlng the activities aut.boriz.cd by this lase. Lcsacc will immediately c:cuc 
ac:tividca M>d will lmmcdutdy -1ly tbc OcacnJ Lind Office Md tho Taaa l llalorical Commluloa ao that adoqw,to mc:uuru may be w>dcttal.ca IO pn,IOCl or,__- ,ucb cluoooYaica or 
findinia, u appropriate. Lessee IJ cxprcssty placc,d oo aoticc of tho NatlooaJ llalorical rrc-v.tlon Aa o( 1966 ~. IO Statute 915; 16 U.S C.A. •10). Lessee shall comply with the 
Andqultlcs Code o(Tow, Oiapla' 191 , Natunl Raourca Code, u amcndod. 

1'. VEN\1£: La.sot and lessee, including l=cc'1 ~ and anip.i. bcttby IIJ'CIC that vaiuc (or aoy dispute aruln1 out of • proviJloo ol this lcuc, whd.bcr cxprcsa or impllod, 
rcprdl.og intcrprcbl.ioo ofthiJ lease, or rctatin1 In any way to lhiJ lease or to applicable cue law, JUIUtea., or edminlstntive rules, abaJ.I be lo a cour1 of compc1a11jwudictloa localod ill Tuvis 
CounlY, Stale ofTcx.u. 

30. LEASE Fl LINC: Pursuant IO Olaptcr 9 oflhc Tex. Dus.&. Com. Code. thlJ lcue mllSI be filed of record ill the office of the County Ceo: ill any county in which all or any pan of the 
leased prcm.lJcs u loeatod, and ccrtl.fiod copies thereof mu.st be lilod In lhc Gcnc:nl Land Office. The prescribed fllillg fee aball l()O()CDpllly the cc:rufiod copia ICOl to tbc Gcnc:nl I.And Office.. 
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JI. £X£Cl1T10N: Thu Oil and gas leuc must be 11gned and adnowledced by the Lcsscc before 1111 filed ofrccoo:t ,n lhc county records and III the General Land Office oClhe State of 
Texu 

l TESTI 

TITAN RESOURCES , L.P. , By and Through Its 
General Partner, TITAN RESOURCES I , INC. 

~v,"~~~, 
TTTLE: Vice President - Land 
DATE: September 25 1 1998 

ootrnb~ Lqal 
DC 

0 
Euc __ 

STATE OF __ ..;.T.:cEX:..:..:A.;.;;S,.._ ____ _ (CORPORATION ACKNOWLEOCt,f_ENT) 

COIJNO' OP _ __.,M..,l_..D .... L...,A,...N ... D ____ _ 

BEFORE MB. the undersigned authority, oo thlJ day pcnonatly appeared. __ D_A_N_P_._CO_L_W_E_L_L ___________ _ 

mown to me to be the pcnoa whose name 11 Albtcribcd to the fortgoina lnstrumcot.. u. __ V_I C_E_P_R_E_S_I_D_E_NT_-_LA_N_D _____ of T IT AN RESOURCES I , I NC. , 

_c_e_n_e_r_a_l _P_a_r_t_n_e_r_o_f_T_I T_A_N_R_E_S_o_u_R_CE_S_,_ L_._P_. ___________ and ld:Dowlcdaccl to me that be cxCQltccl the same 

for the purposes and consldcnlloo thcrcio expressed, in the cap.city stated. and u the ac:t and deed or rald corpon.tloo. 

Gi\l'CII W'.ldcr my hmddland.,o,o,K&IC)oooa:roM3m'°'ee'°"thlJC)O(lthc:::>cl2_5:::t ,o.h~~~~'°'°"oC:___;S..c...e._pt-'-em_b_e_r -2f--~ ..... .q. _ _,:t? WI) 

~ ~ "----------- {lNDrvTDUAL ACKNOWL£DCMl'Xl) 
••• CQW{Y OP _________ _ 

• • • 
• • • Od'otc me, the u:ndcnlpw,d aulbcrity, oo th!,~ pcnooa.tly appeared. ___________________ _ 

laMnt1 _,_,,e to be tho pcnoaJ wb-. namca ore 1Ublaibcd IO the forc10011 liutnuncnt., and ~lodgod IO me tlw they cxocwd the 
- b" the purpose, and corwdcratloa thcrcio cxprcucd. . 
•: • • •: Given Wider my hand and ICal or office thlJ tho ____ _ cbyof ____________ __, 19 ___ ~ 

• .... 
• .... Nota,y Public lo and for, ___________ _ . 
•••••• • • 
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L..e!11sc Numoer Book/V• . Page Entry County I rsr ~ t lllf 

TX299 - 389 - 167 - 000 - 0 0 59 5 34 6 002886 REEVES TX 

80 N•rne I State o f Te xas I • e 'Ate I 08/ 04 / 98 

Le<J~l DeacripUon 

, ot Section ~6 Block 56 Publi Sch 1 I.Jlnd Survey Ref'VCB C' unty Texas, nta1n1ng appr x1mate!y 32C acres s shown on t t 

OC!i ial Map of Reeves Co~nty on tile In thf' Texas General Land Off 1 c , Aust.n, Texas 

PROSPECT TX299 - PARAGON INDIAN/ ST/ FED LS( :: --
I r , L':°jJC:. - -VTJV v 

f yeele ~ A Numbe1 Amount 

S ta t e o f Texas c.,lJG;( 3 2 0 . 0 0 
Ge n e ra l Land Offi ce 
17 00 N. Co ngres s Ave nue 
Au ~ n , TX 787 0 1 

• • • .. . 
-rJizn t2P Suu r c.e /d)_( .... :_p • . . .. . 

• 
••• Period Beg. 08/ 04 / 1999 DELAY RENTAL C'HEC'~ M 1 0 0439 

& • 

• 
• N ~ · • • • Nu TO DEPOSITORY You 11 vc been lcelgnated ae de1 Bit ry f or thf' ,bove deecrlbetl payment Please credit the p,oceeda 
th1,r0 o ! . ~ J the pa,uee named ,,nd in the 11mounte 1nd1cated Sh ulJ any cl1U1culty of any nl\ture arise. DO NOT RETURN our check. but 
make the I posit to the recht I • he party nam d in A si:,e ,al a w,• 11r l Advise us 11s a as p esible (or further 1netrucuone . 

1 • • • ••• 

100439 



/ 

0 

.... 
• • • 

. ·:··. . . . 
.. ·: . . . 
. . 
•• 

•• . 
• 

• 
·s . . ... 



. 
• 

.. 
• 

•• 

.. . 
• 

/ d- ( Check # 101251 l,, I lll'e lesrcu,.., .p <..., L, / ). I 
Property Id / MMS Eff. Dat e Recording I nformation State County/ Parish 

TX299-389-167-000-00 08/04/1998 10/12/98 BK 595 PG 346 ENTRY 002886 TEXAS Reeves 

M 9'1616 

Property Name I 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 Fl'M" o~~ Ojl1aal Map of Reeves 
Co.Jnty on file 1n the Texas General Land Office, Austin, Texas - ...... OJ l Q Q 

YJ20,IV 
Payee Name & Address SSN/ Tax Id Number 

State of Texas, acting by and through the 
Comml551oner of the General Land Office Federal Tax Withheld 
1700 N. Congress Avenue 0.00 
.Au_on, TX 78701 Account Numoer 

Total Bank Charaes 
0.00 

Payment Period Payment Amount Bank Service Property Property 

Due Date (In months) Descri ption Due Charges Sub-Type Sub-Id 

08/04/2000 12 Delay Rental 320.00 0.00 

••• • I I 0.00 0.00 -•• ( \ ... . ( I 
.._, 

- I I C\J ·- 0.00 0.00 .. 
- ) . ( ') ... 

I I I - , 0.00 0.00 •• -. c . 
I ! . 

I I . 0.00 0.00 ... c . 
Instructions to depos1tory: you have been designated as depos1tory for the above descnbed payment(s). Please credit the proceeds thereof to the parties 
named and in the amounts indicated. Should any difficulty anse, make the deposa in a special account, and contact us 1mmed1atelYN 9 1 Q 12 51 
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Check # 102584 
Property Id / MMS Eff. Date Recording Information State County / Parish 

TX299·389· 167 000 00 08/04/1998 10/12/98 BK 595 PG 346 ENTRY 002886 Texas Reeves 

M 9%2& 
\,,..-- -

Property Name / Lessor 

Comm1sstoner of the General Land Office of the State or Texas 

Property Legal Description 

E/2 of Section 46, Block 56, Public School Land Survey, Reeves County, Texas, conta1n1ng approximately 320 acres as shown on the Offiaal Map of Reeves 
County on file 1n the Texas General Land Office, Austin, Texas 

Payee Name & Address SSN/ Tax Id Number 

State of Texas, actJng by and through the Comm1sstoner or the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Austin, TX 78701 0.00 

Account Number 

p e,t,Yl (k5 (J},l,rU S LP Total Bank Charges 
0.00 

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

08/ 04/2001 12 DELAY RENTAL 320.00 0.00 

I I 0.00 0.00 

1d.. ,0\ --- . . . .. 
I I 0.00 0.00 ,'77 I 77 

lZ7 T .... 
I I 0.00 0.00 

. . . 
- .. • 
UI049577 . 

~ .... 
I I 0.00 0.00 V .....-.i"""', , .,,,...- .... 

~ :,JOV . . 
•••• •• . 

Instructlons to depository: you have been designated as depoS1tory for the above descnbed payment(s). Please credit the proceeds thereof to the parties 
named and 1n the amounts 1nd1cated Should any difficulty anse, make the depoS1t 1n a speaal account, and contact us 1mmed1at~ ~ 1 Q 2 5 8 4 
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Check # 9901488 
Property Id / MMS Eff. Date Recording Information ••• - State County I Parish 

TX299-389 167-000-00 08/04/1998 10/ 12/98 BK 595 PG 346 ENTRY 002886 
. . . • 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 Offioal Map of Reeves 
County on file In the Texas General Land Office, Austin, Texas 

02042318 

Payee Name & Address SSN/Tax Id Number 

State of Texas, acting by and through the Comm1SS1oner of the General Land Office 
1700 N. Congress Avenue Federal Tax Withheld 
Austin, TX 78701 

\ ?,\ 
0.00 

Account Number --

Total Bank Charges 
0.00 

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

08/ 04/2002 12 DELAY RENTAL 320.00 0.00 

I I :, 0.00 0.00 
-

' .J 

I I 0.00 0.00 
l-... ce, 
~ 

I I L-- . 0.00 0.00 /'\f'\ 

, ... \/ ~c/)v 
I I I~ I ::: 0.00 0.00 X 

- - "' 

Instructions to depository: you have been designated as deposttory for the above described payment(s). Please credit the proceeds th~C?-l,~ ~ B 
named and in the amounts Indicated. Should any difficulty anse, make the depostt In a special account, and contact us immediately. ~ ~ U .L q. ~ 
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