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\ RAL REVIEW SHEET

Transaction # 4591 Geologist: R. Widmayer
Lessor- Jobe, B.M., aka Billy Mac Jobe and wife Lexa Dean Jobe Lease Date: 3/7/2005
| essen: Clay Johnson Acres: 2240
LEASE DESCRIPTION
County Base File No  Part Sec. Block Twp Survey
Reeves < EEENE 136499 ALL 34 55 04S T&PRYCO
REEVES oD 136500  ALL L¥ o e 3 55 045 T&PRYCO
REEVES — 134367 82 : 44 55 04S T&PRYCO
2 2
TERMS OFFERED TERMS RECOMMENDED
Primary Term: 5 years Primary Term 5 years
Bonus/Acre $150.00 Bonus/Acre $150.00
Rental/ Acre: $1.00 Rental/Acre $1.00
Royaity: 15 Royaity 1/5
COMPARISONS
ME 3 Lesses Date Term Bonus/Ac.  Rental/Ac.  Royaity
MF100089 Clay Johnson 5/15/1998| |5 years $50.00 $1.00 | |3/16
}J{:r'-o"""_' Show Twdevesis nW/n/oy S Yed 5 $)0C

Comments: 4th year rental will be $150.00 per acre.

Thursday, March 24, 2005

Abst#
4431
4432
3148
4741

Distance
Last Lease

1 Mile South



RELINQUISHMENT ACT LEASE APPLICATION

Texas General Land Office

TO: Jerry Patterson, Commissioner
Larry Laine, Chief Clerk
Bill Warnick, General Counsel

Jerry Patterson, Commissioner

Matt Edling, Deputy Commissioner

FROM: Robert Hatter, Director of Mineral Leasing

Peter Boone, Chief Geologist

Applicant:  Clay Johnson

Prim. Term: 5 years Bonus/Acre $150.
00

DATE:

County:

Royalty: 1/5 Rental/Acre S1

Consideration -
Recommended: <A (S
Not Recommended:

Date: & Z &5

Comments: 4th year rental will be $150.00 per acre.

" Lease Form

Recommended: @ PI

Not Recommended:

Comments:

Matt Edling, Deputy Commissioner

Recommended: X W&

Not Recommended:

Bill Warnick, General Counsel

Recommended: l ﬂ[;)

Not Recommended:

Larry Laine, Chief Clerk

Approved: ;‘ZZ

Not Approved:

Jerry Pattegson, CcFﬁmlssioner

Approve
Not App

Date: ¢ / 24 /;g’

00

Date: Sl Cz F Oq/

Date: é{ //c é‘?g/

'1/(3/0(

Date:

Date: A7 &S

24-Mar-05

REEVES
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Jerry E. Pattetson, Commissioner
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( - PURE

RESOURCES, L.P

VIA LONE STAR

May 27, 2005

Mr. Drew Reid

Texas General Land Office
Stephen F. Austin Building
1700 North Congress Avenue
Austin, Texas 78701

Re:  Relinquishment Act Oil and Gas Lease dated March 7, 2005 by and between The State of
Texas by Agent B.M. Jobe, et ux, owner of the soil, and Clay Johnson, Lessee, covering all
of Sections 34, 36, 40 & S/2 of Section 44, Block 55, Township 4, T&P Ry. Co. Survey,
Reeves County, Texas.

Hondo Prospect #985.

Dear Mr. Reid:

With reference to the captioned Oil & Gas Lease, enclosed please find the following for your files
and further handling:

L.

Certified copy of Oil and Gas Lease dated March 7, 2005 between the State of Texas,
acting by and through its Agent B.M. Jobe, et ux, owner of the soil, and Clay Johnson.,
Lessee, covering the captioned lands in Reeves County, Texas, which has been duly filed
under Clerk’s File #001639 and recorded in Vol. 699, Pg. 398 in the Lease Records of
Reeves County, Texas.

Pure Resources, L.P. Check No. 88601093 made payable to the order of Commissioner
of the General Land Office of the State of Texas in the amount of $168,000.00,
representing payment in full of lease bonus consideration (1/2 due the State of Texas) for
the above mentioned Oil & Gas Lease.

Pure Resources, L.P. Check No. 8601096 made payable to the order of Commissioner of
the General Land Office of the State of Texas in the amount of $25.00, representing the
required filing fee for handling this matter.

Ld
-
500 West lllinois ~ Midland, Texas 79701  office: 915.498 8600 WEE w’gi [Fumrlgluy? ot .




Mr. Drew Reid

Page 2

May 27, 2005

Please acknowledge receipt of this letter and enclosures by signing, dating and returning one (1)
copy of this letter in the enclosed, self addressed and stamped envelope. If additional information is
required, please do not hesitate to contact the undersigned. Thank you for your continued

cooperation and courtesy in this matter.

Very truly yours,

Stgut SIVTR_

Susan South
Lease Cost Analyst

Enclosure

RECEIVED THIS DAY OF , 2005
TEXAS GENERAL LAND OFFICE

BY

Drew Reid
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|Check Date |Payor | Payee .’ L S
s s e e e, e Wt e et o et e e e e ket st e et |
|05-25-2005 |PURE RESOURCES, L.P. | COMMISSIONER OF GENERAL LAND |
| ot 0 g R 5 e L e e e ek i e e e R S S s R S e e e |
IN PAYMENT OF INVOICE: 05041032
REMARKS: Payment in full for lease bonus consideration due the
State of Texas for execution of 0il & Gas Lease dated
03-07-05 by and between the State of Texas acting by and
thru its agent B.M. Jobe, et ux, referred to as owner of
the soil, and Clay Johnson, Lessee, covering all of
Sections 34, 36, 40 & S/2 of Section 44, Block 55,
Township 4, T&P Ry. Co. Survey, Reeves Co., TX.
LEASE: L0051287 /000 TRACT: AMOUNT
PROSPECT: HONDO $168,000.00
AFE:
PAYMENT TYPE: BONUS
FOR THE CREDIT OF: PAYMENT
COMMISSIONER OF GENERAL LAND (BA# 00684500 ) $168,000.00
OFFICE OF THE STATE OF TEXAS
STEPHEN F AUSTIN BUILDING }\
1700 NORTH CONGRESS AVENUE
AUSTIN TX 78701
TAX ID:
i, Pew Red
0
TOTAL AMOUNT PAID: \/ 5168!000.00
]
I\
N

v Pure Re tomes

CHECK NO

- 8601093
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\ Check Date | deO]j ‘ ['H‘EY'?"‘ = « wew .« |
T e e |
|05-25-2005 |PURE RESOURCES, L.P. | COMMISSIONER OF GENERAL LAND \

IN PAYMENT OF INVOICE:

REMARKS: Filing fee due State of Texas for 0il & Gas Lease dated
03-07-05 by and between the State of Texas acting by and
thru its agent B.M. Jobe, et ux, referred to as owner of
the soil, and Clay Jochnson, Lessee, covering all of
Sections 34, 36, 40 & S/2 of Section 44, Block 55,
Township 4, T&P Ry. Co. Survey, Reeves Co., TX.

LEASE: L0051287 /000 TRACT: AMOUNT
PROSPECT: HONDO $25.00
AFE:

PAYMENT TYPE: FILING AND RECORDING

FOR THE CREDIT OF: PAYMENT
COMMISSIONER OF GENERAL LAND (BA# 00684500 ) $25.00
OFFICE OF THE STATE OF TEXAS

STEPHEN F AUSTIN BUILDING [ :}M\

1700 NORTH CONGRESS AVENUE

AUSTIN TX 78701

rax 10: S
wors + \ /
P X ~

TOTAL AMOUNT PAID: R - 52§
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8601096
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General Land Office
Relinquishment Act Lease Form
Revisod, September 1997

OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this, 7 day of March, 2005, between the State of Texas, acting by and through
its agent, B. M. Jobe, a/k/s Billy Mag Jobe and wife, Lexa Dean Jobe of 6 Briagwood Cr,, Pecos, Texas 79772
said agent
{Give Permanent Address)
herein referred to s the owner of the s0il (whether one or more), and _ CLAY JOHNSON
of, 203 W, Wall, Suite 202
Midiand, Texas 79701
{Give Permanent Address)
hereinafter called Lessee.
1. GRANTING CLAUSE For and in consideration of the amounts stated below &nd of the covenantis and agreements

to be paid, kept and performed by Lessee under this lease, the State of Texas acting by and through the owner of the oil, hereby
grants, leases and lets unto Lessee, for the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe
lines, building tanks, storing oil and building power Stations, telephone lines and other Structures thereon, to produce, save, take care
of, treat and transport said products of the lease, the following lands situated in Reeves County, State of Texas, lo-wit:

Block 53, Township 4, T&P Ry. Co. Survey
Section 34; All
Section 36; All
Section 40; Al
Section 44; S2

Containing 2,240,00 acres, more or less, The bonus consideration paid for this lcase is as follows:

To the State of Texas: One Hundred Sixty-eight Thousand and No/] 00———rveeu
Dollars (§__168.00000 )

To the owner of the soil: _Qne Hundred Sixty-eight Thousand angd No/1 00—
Dollars (§_168.000.00 )

Total bonus consideration: Three Hundred Thirty$ix Thousand and No/1 00—
Dollars ($_336,00000 )
The total bonus consideration paid represents a bonus of One Hundred Fifty and No/{00
Dollars ($_150.00 ) per acre, on 2,240.00 net acres.
2. TERM. Subject to the elher provisions in this lease, this lcase shall be for a term of Five (5) years from this date
(herein called primary term™) and as long thercafler as oil and gas, or either of them, is produced in paying quantitics from said land.
As used in this lease, the term “produced in paying quantitics® means that the receipts from the sale or other authorized commercial
use of the substance(s) covered exceed out of pocket operational expenses for the six montha last past,

3. DELAY RENTALS. If no well is commenced on the leascd premises on or before one (1) year from this date, this

lease shall terminale, unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the

pay direct to Lessor at the above address Bank, at , or its successors (which shall

continue as the depository regardless of changes in the ownership of said land), the amount specified below; in gddition, Lessee shall

ay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a

rike sum on or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the
commencement of a well for one (1) year from said dote, Payments under this paragraph shall be in the following amoumts:

Tothe owner of the soil: _One Thousand Cne Hundred Twenty and No/100-———

Dollars ($__1,120,00* )
Tothe Staie of Texas: __One Thousand One Hundred Twenty ang No/| 00— —
Dollars ($__1,120.00* )

Total Rental: Two Thousand Two Hundred Forty and No/| 00—
Dollars ($__2.240.00 ** )

(*, ** See attached Exhibit “A™ for Amended Delay Rental Provision)

In & like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive
periods of one (1) year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check
or sight draft of Lessee, or any assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated
in this parsgraph (or its successor bank) should cease to exist, suspcnd business, liquidate, fail or be succeeded by another bank, or for
any reason fail or refuse to accept rental, Lessee shall not be held m default for faihre to make such payments or tenders of rental until
thirty (30) d=ys after the owner of the 50il shall deliver 10 Lessce & proper recordable instument naming another bank as agent to
receive such payments or tenders.
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4, PRODUCTION ROYALTIES Upon production of oil and/or gas, Lessee agrees 1o pay or cuuse W be paid one-
half (1/2) of the royalty provided for in this lease to the Commissioner of the General Land Office of the State of Texas, ut Austin,
Texas, and onc-half (1/2) of such royslly to the owner of the soil:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth
of the well and also as all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or
other equipment, as hereinafier provided, shall be 1f5th part of the gross production o the market value thereof,
al tie option of the owner of the soil or the Commussioner of the General Land Ofice, such value to be determined by 1) the highest
posied price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like
type and gravity in the peneral area where produced and when run, or 2) the highest market price thercof offered of paid in the gencral
arca where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is ihe greater. Lessoc ngrees that before any
gas produced from the leased premises is sold, used or processed in 8 plant, it will be run free of cost to the royalty owners trough an
adequale oil and gas scparator of conventional type, or other cquipment at least as cfficicnt, 5o that all liquid hydrucarbons recoverable
from the gas by such means will be recovered. The requirement that such gas be run through a separator or other equipment may be
waived in writing by the royalty owners upon such terms and conditions as they prescribe,

(B) NON PROCESSED GAS. Royalty on any gas (including flared pas), which is defined ag all hydrocarbons and
gascous substances not defined 8s oil in subparagraph (A) above, produced ffom any wetl on said land (except as provided herein with
respect (o gas processed in a plant for e extruction of gasoline, liquid hydrocarbons or other products) shall be

1/5th pant of the pross production or. the murket value thereof, at the option of the owner of the soil or the
Commissioner of the Generul Land Otlice, such value o be based on the highest market price paid or offered for gas of comparable
quality in the general area where produced and when run, or the gross price paid or otfered to the producer, whichever is the greater;
provided thal the maximum pressure base in measuring the gas under IK: lease shall not at any time exceed 14.65 pounds per square
nch absolute, and the standard buse wemperature shall be sixty (60) degrees Fahwenheit, correction o be made for pressure according
to Boyle's Law, and for specific gravily sccording to tests made by the Balance Melhod or by the most spproved method of Lesting
being used by the industry at the time of lesting,

©) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or
other liquid bydrocarbons shall be 1/5th part of the residue gas and the liquid hydrocarbons extracted or the
market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Ottice. All royaities due herein
shall be based vn one huadred percent (100%3) of the total plant production of residue gas attributable 1o gas produced from this lease,
and on fifty percent (50%), or that percent sccruing to Lessee, whichever is the greater, of the towl plant production of liquid
hydrocarbons anributable 10 the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in 8 plant in which Lessee (or its parent, subsidiary or affiliatc) owns an intercst, then the percentage applicable to liquid hydrocarbons
shall be fitty percent (SU%) or the highest Fcrcent accruing o a third party processing gus through such plant under s processing
agreement negotiated at ann's length {or if there is no such third party, the highest percent tien being specified in processing
agrecments or contracts in the indusury), whichever is the greater. The respective royaltics on residue gas and on liquid hydrocarbons
shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of companuble quality in the
general area, o 2) the gross price paid or otfered for such residue gas (or tie weighted aversge gross selling price fur the respective
grudes of liquid hydrecarbons), whichever is the greater. [o no event, however, shall the royalues payable under this paragraph be less
thun the royaliics which would have been due had the gas not beea processed.

(D) OTHER PRODUCTS. Rayalty on carbon black, sulphur or any other products produced or manufactured from
(excepting liguid hydrocarbons) whether said gas be casinghead, “dry,™ or lu; other gas, by fractionating, burning or any o&ﬁ
processing shall be _____ 1/5th part of the gross production of such products, or Lhe market value thereof, at the option
of the owner of the soil or e Commissioner of the General Laad Office, such market valus to be determined as follows: 1) on the
basis of the highest market price of each product for the same month in which such product is produced, or 2) on the basis of the
average gross sale price of each product for the same month in which such products are produced; whichever is the greater,

.8 MINIMUM ROYALTY. During any year after the irtion of the primary term of this kease, if this lease is
maintained by production, the royslties paid under this lease in no evemcﬂia.ll be less than an amount equal to the total annual delay
rental herein provided; otherwise, there shall be due and payable on or before the Last day of (he month succeeding Lhe anniversary
dute of this lease a sum equal 1o the twial annwe rental fess the umouns of royushtics puid during the preceding year, 1€ Paragraph 3 of

?;'l’ (i)t’;;se docs not specify a delay rental amount, then for the purposes of tis paragraph, the delay reatal smount shalt be one dollar
00} per acre.

6. _ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from lime to time, the
owner of the 30il or the Commissioner of the General Land Office may, at the option of cither, upon not less than sixty (60) days
notice to the holder of the lease, require that the payment of any royaltics accruing to such royalty owner under this lease be made in
kind. The owner of the s0il's or the Commissioner of the General Land Office's right 1o take its royalty in kind shall not diminish or
negale the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee’s obligations, whether express or
implied, under this lease.

. 7. . NO DEDUCTIONS. Lessee agroes that all roysliics sccruing under this lease (including those paid in &ind) shall be
withow deduction for the cost of producing, gathering, storing, scparating, treating, debydrating, compressing, processing,
transporting, and otherwise making the oil, gas nad other products hereunder ready for sale of use. Lessce agrees o compute and pay
roysliics on the gross value received, including any reimbursements fur severance taxes and production related costs.

-2-
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8. PLANT FUEL AND RECYCLED GAS, No royalty shall be payable on any gas as may represent this lease’s
proportionate share of any fuel used Lo process gas produced hereunder in any processing plant Notwithstanding any other provision
of this lease, and subiect to the written consent of the owner of the soil and the Commissioner of the General Land Ofifce, Lessee may
recycle gas for pas it purposes on the Jeased premises or for injection into any oil or gas producing formation underlying the leased
premises afler the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas until
it is produced and s0ld or used by Lessee in 2 manner which entitles the royalty owners to a royalty under this fcase.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently
provide that reyally on oil is due and must be received in the General Land Office on or before the Sth day of the secend month
succeeding the month of production, and royalty on gas is due and must be received in the General Land OfTice on or before the 15th
day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized
egent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of all
o1l and gas produced and the market value of the oi] and gas, together with a copy of all documents, records or reports confirming the
gross production, disposition and market value including gas meter readingy, pipeline receipts, gas line receipts and other checks or
memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records
which the General Land Office may require to verify the gross production, disposition and market value, In all cases the authority of a
manager of agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied
by a check stub, schedule, summary or other remittance advice showin%cby the assigned General Land OfTice lease number the amount
of royalty being paid on each lease, If Lessee pays his royalty on or before thirty (30) days alter the royalty payment was due, then
Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late
shall accrue » q:nalty ol 10% of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shail accrue interest
at a rate of 127" per year, such interest will begin sccruing when the royaity is sixty (60) days overdue. Afidavits and supporting
documents which are not filed when due shall incur & penalty in an amount set by the General L.and Office administrative rule which
is effective on the dale when the alTidavils or supporting documents were due. The Lessee shail bear all responsibility for paying or
causing royaltics 1o be paid as prescribed by the duc date provided herein. Payment of the delinquency penalty shall in no way operate
to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The
abave penalty provisions shall not apply in cases of title dispute as to the State’s portion of the royalty of to that portion of the royalty
in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessec shall annually fumish the Commissioner of the
General Land Office with its best possible estimate of oil and gas reserves underlying this lease or allocahle to this lease and shall
furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and
amendments to such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such
contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the
oil and gas produced on said premises, including the books and accounts, receipts and discharges oml wells, tanks, pocls, meters, and
pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the Attorney
General, the Governor, or the representative of any of them,

(B} PERMITS, DRILLING RECORDS. Written notice of all operations on this lesse shall be submitied to the
Commissioner of the General Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary
abandonment or plug and abandonment of any well or wells, Such written notice to the General Land Office shall inclade copies of
Railroad Commission forms for application to drill. Copics of well tests, completion reports and phigging reports shall be supplied to
the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or other
filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or
any other governmental agency shall include the word "State® in the title. Additionally, in accordance with Railroad Commission
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the
land must also include the word “State.” Lessee shall supply the General Land OfTice with any records, memoranda, accotnts, reports,
cuttings and cores, or other information rrlative to the operation of the above described premises, which may be requested by the
General Land Office, in addition to those hercin expressly provided for. Lessee shall have an electrical and/ee radioactivity survey
made on the bore-hole section, from the base of the surface casing ta the total depth of well, of all weils drilled on the above described
premises and shall transmit a true copy of the log of each survey on each well to the General Land Office within fifteen {15) days after
the making of said survey.

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

11 DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof
and prior to discovery and production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the
primary term hereof and afler the discovery and actual production of oil or gas from the leased premises such production thereof
should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of
said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the
next annual delay rental in the same manner 2a provided in this jease. If, during the last year of the primary term or within sixty (60)
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days prior thereto, a dry bole be completed and abandoned, or the rroduction of oil or gas should ccase fur any cause, Lessee's righls

shall remain in full force and efTect without Further operations until the expiration of the primary term; and if Lessee has not resumed
production in paying quantilies ai the expirslion of Whe primary Lerm, Lessce may maintain Lhis lease by conducting additional drilling
or reworking operations pursuant 1o Parsgraph 13, using the expirstion of the primary term us the dute of cessation of production
under Paragraph 13. Should Lhe first well or any subsequent well drilled on the above described land be completed as a shut-in oil or
gas well within the primary term hereof, Lessee may resume payment of the annual rental in the same manner 43 provided herein on or
be fore the rental paying date fullowing the expiration of sixty (60) days fram the date of completion of such shut-in aif or gas well and
upon the failure to make such payment, this lease shall ipso facio terminate. 1f 8t the expiration of the primary werm or any time
thereaRer a shut-in oil o gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions
hereof,

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM.  If, at the expiration of the primary
term, neither oil nor gas is being produced on said land, but Leasce is then engaged in drilling of reworking operations thereon, this
lease shall remmain in force so long as operations on said wel! or for drilling or reworking of any additional well are proseculed in good
faith and in workmanlike manner without intcrruptions totaling more than sixty (60) days during any one such operation, and if they
result in the production of oil and/or gas, so long thereafler as oil and/or gas is produced in paying quantitics from suid land, or
paymeant of shut-in oil or gas well royallies or compensatory royalties is made as provided in this lease,

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary tenmn, production of oil or
gas from the leased premises, atler once obtained, should ceuse from any cause, this lease shall not terminte if Lessee commences
additional drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full force and
eftect for se lung as such operations continue in good faith and in workmanlike manner without interruptions Lataling more thun sixty
(60) days. 1f such drilling or reworking operations result in the production of il or gas, the lease shall remain in full torce and effect
for so lung as 0il or gas is produced ITom the leased premises in paying quantities or payment of shut-in oil or gus well royalties or
payment of compensatory royaliies is made a1 provided herein or &s provided by law. If the drilling or reworking operations result in
the completion of a well as a dry hole, the lease will not terminste if the Lessee commences additional drilling or reworking operalions
within sixty (60) days afler the completion of the well as a dry hole, and this lease shall remain in effect so long as Lesses continues
drilling of reworking operations in good fuith and in & workmanlike manner without intermuptions totaling more than sixty (60) days.
Lessee shall give written notice ta the General Land Office within thirty {30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well* mcans any well that has been assigned a well
number by the state agency having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary
term of a lease that, unti! being shut in, was being maintained in force and effect, 8 well capable of producing oil or gas in paying
quantilies is located on the leased premises, but oil or gas is not being produced for lack of suitable production fcilitics or lack of a
suilable market, then Lessee may pay s a shul-in oil oc gss royalty an amount equal to double the annual rental provided in the lease,
but not Jess than $¢,200 a year fur each well capable of producing wil or gas in paying quantilies. IF Paragraph 3 of this lease does not
specify a delay rental amount, then for the purposes of this parsgraph, the delay renta) amount shall be one dollar ($1.00) per scre. To
be eftective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after
the Lessee ceases o produce oil or gas fruin the leased premises, or (3) 60 days after Lessee completes a drilling or reworking
operution in accordance with the lease provisions; whichever dute is luest, Such payment shall be made one-haif (1'2) to the
Commissioner of the Generul Lund OfMice and one-half (1/2) 10 the owner of the soil. [f the shut-in vil or gas royalty is paid, the lease
shall be considered to be a producing lease and the payment shall extend the tesm of the Jease for a period of one year from the end of
the primary term, or from the first day of the month following the month in which production ceused, and, afler that, if no suitable
production facilities or suitable market for the oil or gas exists, Lessee may extend Lhe lease for four more successive periods of one
{1} year by paying the same amount each year on or before the expiration of each shut-in year,

15. COMPENSATORY ROYALTIES. 1f, during the period the lease is kept in effect by payment of the shut-in oil or
gas royalty, oil or gas is sold and delivered in paying quantitics from & well located within one thousand (),000) feet of the lcased
premises and completed in the same producing reservoir, o in any case in which drainage is occurring, the right to continue to
maintain the lease by puying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of Lhe year
for which the royalty has been paid, The Lessee may maintain the lease for four more successive years by Lessce paying
compensalory royalty at the royalty rate provided in the leuse of the market value of production from the well causing the drainage or
which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royully is to be paid monthly, one-half (1/2) 1o the Commissioner of the General Land Office and one-hulf (1/2) to the owner of the
soil, beginning on or befure the last day of the month following the month in which the oil or gas is produced from the well causing
the drainage or that is completed in the same producing reservour and located withia one thousand (1,000) feet of the leased premises,
If the compensatory royalty paid in any 12-munth period is in an amount less than the snnual shut-in oil or gas royully, Lessce shall
pay an amount equal 1o the difterence wilhin thirty (30) days from the end of the 12-month pericd. Compensaiory royalty payments
which are not timely paid will sccrue penalty and interest in accordance with Paragraph & of this lease. Nuone of these provisions will
relieve Lessee of the obligation of reasonuble development nor the obligation to drill offset wells as provided in Texuss Natural
Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the
payment of compensatory royalties can salisfy the obligation to drill offset wells.

16. RETAINED ACREAGE. Notwilhstanding any provision of this leass to the contrary, afler a well producing or
capable of producing oil or gas has been completed on the leased premises, Lesses shall exercise the diligence of & reasonably prudent
operator in drilling such additional weil or wells as may be reusonubly necessary for the proper developinent of the Ieased premises
and in marketing the production thereon,
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A) VERTICAL. In the event this lease is in force and ¢ffect two (2) years afler the expiration date of the primary or
extended term it shall then terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of
producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in
oil or gas well as provided in Paragraph 14 hereof), or 8 well upon which Lessee is then engaged in continuous drilling or reworking
operations, or (2) the number of acres included in a producing ponled unit pursuant to Texas Natural Resources Code 52.151-52.153,
or (3) such greater or lesser number of acres as may thea ge allocated for production pirposes ta a proration umit for each such
producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency. or other governmental
authority having jurisdiction. [f at any time afier the effective date of the partial termination provisions hereof, the applicable field
rules are changed or the well or wells located thereon are reclassified so that less acreage is thercafier allocated to said well or wells
for production purposes, this lease shall thereupon terminate as to al} acreage not thereafler allncated to said well or wells for
production purposes. Notwithstanding the fermination of this lease as to a portion of the lands covered hereby, Lessee shall
nevertheless continue to have the right of ingress to and egress from the lands still subject to this lease for all purposes described in
Paragraph | herenf, together with easements and right-of-ways for existing roads, existing pipelines and other existing facilities on,
over and across all the lands described in Paragraph 1 hereof ("the retained lands™), for access to and from the retained lands and for
the gathering or transportation of oil, gas and other minerais produced from the retained lands.

(B) HORIZONTAL. In the event this fease is in force and effect twa (2) years after the expiration date of the primary or
extended term it shall further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths™) in
each well located on acreage retained in Paragraph 16(A) above, unless on or before two (2) years after the primary or extended term
Lessee pays an amount equal to one-half (122) of the bonus originally paid as consideration for this lease (as specified on page |
hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said termination shall be delayed
for an addit:ﬁna{ period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths
covered by this lease.

©) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as
practical, be in the form of & square with the well located in the center thereof, or such other shape a5 may be ved by the
Commissioner of the General Land Office. Within thirty (30) days after partia) termination of this lease as provided herein, Lessee
shall execute and record a release or releases containing a satisfactory jegal description of the acreage and/or depths not retained
hereunder. The recorded release, or a certified eopy of same, shall be filed in the General Land Office, accompanied by the filing fee
prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to exectite and record
such release or releases within ninety (90) days afier being requested to do so by the General Land Office, then the Comimissioner at
his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such instrument
al Lessee’s expense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shal] be binding upon Lessee for all purposes.

i7. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve
Lessee of his obligation to protect the oil and gas under the above-described land from being, drained. Lessee, sublessee, receiver or
other agent in control of the leased premises shall drill as many wells as the facts may Justify and shall use appropriate means and drifl
to a depth necessary fo prevent undue drainage of ail and gas from the leased premises. In addition, if oil and/or gas should be
produced in commercial quantities within 1,000 feet of the lzased premises, or in any case where the leased premises is being drained
by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the
drilling of a well or wells upon the leased premises within 100 days afier the draining wel) or wells or the well or wells completed
within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence.
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights 1o forfeiture. Onmly
upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of
compensalery royalty under applicabie stanutory parameters satisfy the obligation to drill an offset well or wells required under this
paragraph,

18, FORCE MAJEURE. 1f. after & good faith effort, Lessce is prevented from complying with any express or implied
covenanl of this lease, from conducting drilling operations on the leased premises, or from producing oil or gas from the leased
premises by reason of war, rebellion, riots, strikes, acts of God, or any valid order, nule of regulation of government authority, then
while so prevented, Lessee’s obligation to comply with such covenant shall be suspended and Lessee shall not be Tiable for damages
for failure to comply with such covenants; additionally, this lease shall be extended while Lesseo is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this
paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary terra in the absence of
such drilling or reworking operations or production of oil or gas.

15. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the
owner of the soil defaults in payments owed on the leased premises, then Lesseo may redeem the rights of the owner of the soil in the
leased premises by paying any mortgage, taxes or other liens on the leased premiscs. If Lessee makes payments on behalf of the
owner of the soil under this paragraph, Lessee may recover the cost of these payments from the rental snd royalties due the owner of
the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. [f the awner of the soil owns less than the entire undivided
surface estate in the above described land, whether or not Lessee’s interest is specified herein, then the royalties and rental herein
provided 1o be paid to the owner of the soil shall be paid to him in the propordion which his interest bears to the entire undivided
surface estate and the royallies and rental herein provided to be paid to the Commissioner of the General Land Office of the State of
Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of the
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General Land Office, Lessee or his authorized representaiive must submit to the Commissioner of the Generul Land Office a written
statement which explains the discrepancy between the interest purporiedly leased under this Icase and the actual interest owned by the
owner of the soil. The Commissioner of the Genersl Land Office shall be paid the valuc of the whole production sliocable to any
undivided interest pot covered by a lease, less the proportionate development and production cost allocable to such undivided interest,
However, in no event shall the Commissioner of the General Land Otfice receive as s royalty on the gross production sllocable to the
undivided interest not leased an smount less than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portiun of the land covered by this lease s
included within the boundarics of a pooled unit that has been approved by the School Land Board and the owner of the soil in
accordance with Natural Resources Code Sections 52.151-52.154, or if &t any time afler the expirativn of the primary term or the
extended term, this lease covers a lesser number of acres than the total amount described herein, payments that are made on a per acre
basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upoan the
pumber of acres outside the boundaries of a pooled unit, or, if afer the expiration of the primary term, the number of acres actually
retained and covered by this lease.

21. USE QF WATER. Lessee shall have the right Lo use water on said land necessary for operations under
this lease except water from wells or tanks of the owner of the soil; provided, however, Lessce shall not use potable water or water
suitable for livestock or imrigation purposes for watertlood operations without the privr consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all
personal property, improvements, livestock and crops on said land. .

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessce shall bury its pipelines below plow depth.

24, WELL LOCATICN LIMIT. No well shall be drilled nearer than two hundred (200) feet 1o any house or barn now

on said premises without the written consent of the owner of the soil.

25, POLLUTION. In developing this area, Lessee shall use the highest degree of care and ull proper safeguards to
gl;cvcnt pollution. Without limiting the foregoing, pollution of coastal wetlands, natural watcrways, rivers and impounded water shall
prevented by the use of containment facilities suflicient 1o prevent spillage, secpage or ground water contamination. In the event of
poilution, Lessee shall use all means st its disposal to recapture all escaped hydrocurbons or ather folluuml and shall be responsible
for afl damage to public and private propesties. Lessee shall build and maintain fences arouad its slush, sump, and drainage pits and
tank batterics 50 B to protect livesiock against loss, damage or injury; and upon completion or abandonment of rny well or wells,
Lessee shall filt and level all slush pits and cellars and completely clean wp the drilling site of all rubbish thereon. Lessce shall, while
conducting operations on the leased premises, keep said premises free of all rubbish, cans, butles, paper cups or parbage, and upon
completion of operations shall restore the surface of the land <o as near its original condition and contows 83 is praciicable. Tanks and
equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove
machinery and fixtures placed by Lessce on the leased premises, including e right 1o draw snd remove casing, within one hundred
twenty (120} days atter the expirution or the termination of this lease unless the owner of Lhe $0il granis Lessee an extension of this
120-day period.  However, Lessee may not remove casing from any well cupable of producing oil and gas in paying quantities.
Additionally, Lessee may not draw and remove casing until alter thirty (30} days written notice (o the Conunissioner of the General
Land Olfice and 10 the owner of the soil. The owner of the soil shall become the owner of uny machinery, lixtures, or casing which
are not timely removed by Lessee under the tenins of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions coatained in this paragraph and Paragraph 29 of this lease, the rights
and estates of either party 10 Lhis lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be
binding upon their heirs, devisees, legal representatives, successors and assigns. However, a change or division in ownership of the
land, rentals, or royalties will not enlurge the obligations of Lessee, diminish the rights, privileges and cstates of Lessee, impair the
cifectivencss of any payment made by Lessee or impair the effectiveness of any act performed by Lessee, And no change or division
in ownership of the land, rentals, or royaltics shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his
pelrs. devisees, legal representatives or assigns) furpishes the Lessee with satisfactory written evidence of the change in ownership,
including the original recorded muniments of title {or a certified copy of such original) whea the ownership changed because of a
conveyunce. A lotal of panial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all
subsequent obligations under this lease, 1f this lease is assigned in its entirety as 10 only purt of the acreage, the right and option to pay
rentals shall be appontioned as between the several owners ratably, sccording o the area of each, and failure by one or more of them to

ay his share of Lhe rental shall not atfect this lease on the pun of the land upon which pro rata rentals are limely puid or teadered;

owever, if the assignor or assignee does not file a centified copy of such assignment in the General Land Office before the next rental
paying dute, the entire leuse shail terminate for failure to pay U entire rentul due under Puragruph 3. Every assignee shall succecd to
all rights and be subject to all obligations, liabilitics, and penalties owed to the State by the original fessee or any prior assignee of the
lease, including any liabilities to the State for unpaid royalties.

) ) (¢} ASSIGNMENT LIMITATION. Notwithstanding any provision in Paregraph 27(a), if the owner of the soil
acquires this lease in whole or in part by assignment without the prior written approval of the Comrnissioner of the General Land

Office, this lease is void a5 of the Limc of assignment and the agency power of the ewner may be forfeited by the Commissioner, An
assignment will be treated as if it were made to the owner of the soil if the assignee is;

(1) & nominee of the owner of the soil;
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(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a
corporation or subsidiary;

(3) a partnership in which the owner of the soil is a partner or is an employce of such a partnership;

(4) a principal stockholder or employee of the corporation which is the owner of the soil;

{3) a partner or employee in a partnership which is the owner of the soil;

(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator,
receiver, or conservator for the owner of the soil; or

(7) & family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph snd Paragraph 29, Lessee may at any time execute
and deliver to the owner of the seil and place of record a release or releases covering any partion or portions of the lcased premises,
and thereby surrender this lease as 1o such portion or portions, and be retieved of all subsequent obligations as to acreage surrendered.
If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced by the proportion that the
surrendered acreage bears 1o the acreage which was covered by this lease immedialely prior to such surender; however, such release
will not relicve Lessee of any liabilities which may have accrued under this Jease prior to the surrender of such acreage.

29, FILING OF ASSIGNMENTS AND RELEASES. IF ail or any part of this lease is assigned or released, such
assignment or refease must be recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded
instrument certified by the County Clerk of the caunty in which the instrument is recorded, must be filed in the General Land Office
within $0 days of the last execution date accompanied by the prescribed filing fee. If any such assighment is not so filed, the rights
acquired under this lease shall be subject to forfeiture at the option of the Comumissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining to the Jease of the above-described land have been included in
this instrument, including the statement of the trus consideration to be paid for the execution of this leass and the rights and duties of
the partics. Any collateral agreements concerning the development of oil and gat from the leased premises which are not contained in
this lease render this lease invalid.

kIR FIDUCIARY DUTY. The owner of the soil owes the State » fiduciary duty and must fully disclose any factls
affecting the State's interest in the leased premises. When the interests of the owner of the soil conflict with those of the State, the
owner of the soil is obligated fo put Lhe State's interests before his personal interests.

32, FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days afler it becomes
due, of if Lessee or an authorized agent should knowingly make any false return or false report concemning production or drilling, or if
Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations sdopted by the
Commissioner of the General Land Office, or il Lessee should fail to file reports in the manner required by law or fail to comply with
tules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if Lessee
should refuse the proper authority access to the records pertaining to ions, or if Lessce or an authorized agent should knowingly
fail or refuse to give correct information to the proper authority, or owingly fail or refuse to furnish the General Land Office a
correct log of any well, or if Lessec shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and
the assignment is not filed in the General Land Office as required by Iaw, the rights acquired under this lease shall be subject to
forfciture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which suthorize a forfeiture, and
when forfeiled the area shall again be subiect to Jease under the terms of the Relinquishment Act. However, nothing herein shall be
construed as waiving the automatic lermination of this lease by operation of law or hy reason of any special Limitation arising
hereunder. Forfeitures may be st aside and this lease and all rights thereunder reinstated before the rights of anather intervene upon
satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provistons of the law and of this
leasc and the rules and regulations that may be adopted relative hereto,

33. LIEN. 1n accordance with Texas Natural Resources Code 52.136, the State shall have 8 first lien upon all oil and
gas produced from the area covered by this lease to secure pryment of all unpaid royalty and other sums of money that may become
due under this Jease. By acceptance of this lease, Lesses grants the State, in addition to the lien provided by Texas Natural Resources
Code 52.136 and any other applicabie statutory licn, an express contractual lien on and security interest in all leased minerals in and
extracted from the leased premises, all proceeds which may accrue to Lessea from the sale of such leased minerals, whether such
proceeds are held by Lessee or by & third party, and all fixtures on and improvements to the leasad premises used in connection with
the production or processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become
due under this lease and to sccure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of any
covenant or candition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court
proceedings in the manner provided in the Title [, Chepter 9 of the Texas Business and Commerce Code. Lesseo agrees that the
Commissioner may require Lesses to execute and record such instruments as may be reasonably necessary to acknowledge, sttach or
perfect this lien. Lessce hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon
the above-described property or from Lessce’s scquisition of this lease, Should the Commissioner af any time determine that this
representation is nof true, then the Commissioner may declare this lease forfeited as provided herein.

34 POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under
this lease with any other leasehold or mineral interest for the exploration, development and production of oil or gas or either of them
upon the same fcrms a3 shall be approved by the School Land Board and the Commissioner of the General Land Office for the pooling
or unitizing of the interest of the State under this lcase pursuam to Texas Natural Resources Code 52.151-52.153. The owner of the
soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural Resources Code
52.152.
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35, INDEMNITY. Lessce hereby releascs and discharges the State of Texas and the owner of the soil, their officers,
employecs, partners, 6gents, conlractors, subconiractors, guests, invitees, and their respective successors and assigns, of and from nlll
amrany actions and causes of action of every nature, or other harm, including environmental harm, for which recovery of damages is
sought, including, but not limited 1o, all losses and expenses which are caused by the activities of Lessee, its oflicers, employees, and
agents arising out of, incidental to, or resulting from, the vperutions of or for Lessee on the leased premises hereunder, ur that may
arise out of or be occasioned by Lessee's breach of any of the terms of provisions of this Agreement, or by any other nepligent or
strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be lisble for, exoncrute, indemnify, defend and hold
harmless the Stte of Texas and the owner of the svil, their officery, employees and sgents, their successors or assigns, spuinst any and
all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery
of damages is sought, under any iheory including tort, contract, or strict liability, including sttomeys' fees and other legal expenses,
including those reluted to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any
and all environmental laws; those arising from or in any way reluted 10 Lessee’s operations or any other of Lessee's activilies on the
leased premises; those arising from Lessce's usc of the surface of the leased premises; and those thut may arise cut of or be occasioned
by Lessee's breach of any of the terms or provisions of this Agreement or any other act or_omissiun of Lessee, i!:s directors, ofticers,
employees, partners, agents, contractors, subcontractors, guests, invilees, and their respective successors and assigns. Each assignes
of this Agrecment, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas
and the owner of the soil, their officers, employess, and agents in the same manner provided above in connection with the activities of
Lessee, its officers, employees, and agents 8s described sbove, EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN,
ALL OF TIHE INDEMNITY OBLIGATIONS ANDVWR LIABILITIES ASSUMED UNDER THE TERMS OF THIS
AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF
{(EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY OR
PAKTIES (INCLUDING THE NEGLIGERCE OF THE INDENINIFIED PARTY), WHETHER SUCIH NEGLIGENCE HE
SOLE, JOINT, CONCURRENT, ACTLYE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS, Lessee shall use the highest degree of care and all reasonuble safeguards to
prevent contamination or pollution of any environmental medium, including soil, surface waters, groundwalter, sediments, and surface
or subsurfuce struta, ambient air or any other environmental medium in, on, of under the leased premises, by any waste, pollutant, or
comaminant, Lessee shall not bring or permit 1o remain on the leased premises any #5bestos coniaining materiuls, explosives, toxic
materials, or substances regulated as hazardous wastes, hazardous malerials, hazardous substances (as the term "Hazardous Substance®
is defined in the Comprchensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C, Sections 9601, ct
seq.). or toxic substunces under any federal, state, or local law or regulation ("Hazardous Materials"), except ondinary products
commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities.
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND
DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, 1iOLD HARMLESS AND DEFEND THE STATE OF
TEXAS AND THE OWNER OF THE SOLL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS,
PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYY FEES AND COURT COSTS)
CAUSED BY OR ARISING OUT OF {1) A YIOLATION OF THE FOREGOING PROHIBITION OR (1) THE PRESENCE,
RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES
DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP,
REMOVE, REMEDY AND REPAIR ANY SUIL OR CROUND WATER CONTAMINATION AND DAMAGE CAUSED BY
THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED
PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORKMANCE WITH THE
REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SUALL APPLY, BUT IS
NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY
OTHER ENVIRONMENTAL LAW OR REGULATION, LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OHK SUSPECTED BREACH OF THIS
PARAGRAPLL, UPON LEARNING OF THE PRESENCE OF ARY HAZARDOUS MATERIALS, OR UPON RECEIVING
A NOTICE FROM ANY COVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY
AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE MERFUNDER SHALL SURVIVE TIIE
EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37 APPLICABLE LAW, This lease is issued under the ngrovisions of Texas Natural Resources Code 52.171 through
52.190, commonly known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in
this |lease does not conform to these statutes, the statutes will prevail over any nonconforming lease provisions.

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in
the county records and in the General Land Office of the State of Texas. Once the filing requiremenis found in Paragraph 39 of this
lease have been satisfied, the effective date of diis lease shall be Lhe date found on Page 1.

39, LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Cade, Lhis lease must be filed of
record in the ofTice of the County Clerk in any county in which all or any part of the leased premises is located, and certified coples
thereof must be filed in the Genersl Land Oftice, This lease is not effective wtil a centified copy of this lense (which is made und
certilied by the County Clerk from his records) is filed in the General Land Otfice in accordunce with Texas Nuturul Resources Code
52.183. Additionally, this Jease shall not be binding upon the State ualess it recites the actua) and true consideration paid or promised
E);n zxac&:_uon of this lease. The bonus due the State and the prescribed filing fie shali accompuny such centified copy 1o the General

ice,
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40, See attached Exhibit “A™ for additional provisions,
CLAY JOHNSON
//‘ AP
LG ALY ST
t/ o
DATE: €-~/4 QO

STATE OF TEXAS .
Py

BY: %%/MJJ

Individuaty #nd as agent for the Stafé of Texas
Lexa Déan Jobe

TAX ID NO:

DATE:

STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF MIDLAND

Before me, the undersigned authority, on this day personally appeared Clay Johnson known to me to be the person whose name is subscribed to
mefmcgm'nginmvncm.mdxhwwidgdhmﬂﬂhcyumﬂdﬂnmfmﬁemﬁmﬂu‘knﬂmﬂnnw.

Given under my hand and seal of office this the ‘ (4 day of l l 1&f‘f b , 2005
N Y Rrad

: T3 Notary Public in and for the State of TEXAS
| Notary Public, State of Taxas
| W cﬂ'ﬂ'ﬂl‘,&m Expiras:
19, 2008
STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF MIDLAND

Before me, the undersigned authority, on this day personally appeared B, M, Jobe, a/k/a Billy Mag Jobe and wife, Lexa Dean Jobe known to me
mhelhcpummmnameIsmhsa-ibudmmermphghmmm:ekmlalgedmmﬂuﬂwynn:madmmﬁxuwmmd
| consideration therein expressed

Given under my hand and seal of office this the f Jﬁbdly nf’ m_&gCL‘ , 2008,
Yh. 28 G/

Notary Public in and for the Stald of TEXAS

M K Brasuel
Notary Public, State of Taxas

1on Expires;
October 19, 2008
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EXHIBIT "A"

ATTACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE
DATED MARCH 7, 2005, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND
THROUGH ITS AGENT, B. M. JOBE, A/K/A BILLY MAC JOBE AND WIFE, LEXA DEAN JOBE, AS LESSOR,
AND CLAY JOHNSON, AS LESSEE

1. I, at the expiration of the primary term, this leasa is being maintained in force under any provision of the lease, or
within 180 days prior to the expiration of the primary term Lessee has completed a well as a dry hole or commenced a
well on the leased premises or lands pooled therewith, or Lessee is then engaged In operations on the leased premises of
lands pooled therewith, Lessee agrees to begin a continuous drilling program within 180 days after the end of the primary
term or within 180 days afier completion of such well or the cessation of such operations, whichever is the later date; and
thereafter to camy on the continuous drilling program on the leased premises or lands pooled therewith until all proration
units have been drilied, allowing not more than 180 days to elapse between the completion of one well and the
commencemeant of the succeeding well. Should Lesses fail to begin the continuous drilling program or subsequently
default in the performanca thereof, then in either event, this lease shall terminate as to all lands covered hereby, save and
except for the proration unit surrounding each well then producing, capable of producing or upon which operalions are
being conducted, limited, respectively, to thosa depths from the surface down to the stratigraphic equivalent of the depth
100 feet below the total depth drifled in any such profation unit. As used in this paragraph: i} the term “commission®
means the Railroad Commission of the State of Texas or any successor agency, i) the term “proration unit® means any
acreage designated as a drilling unit or production unit in accordance with the ruies of the commission (of any other
govemnmental authority having jurisdiction) or any unit formed by pooling as provided in this lease or otherwise, iii} the
terms "commenced” and "commencement’ mean the date when a well is spudded, and iv) the terms "completed” &nd
*completion® mean the date the initial potential test report ig filed with the commission, if a productive well, or the date the
plugging report is filed with the commission, if a dry hole. Notwithstanding the partial termination of this iease, Lessee
shall continue to have the rights of ingress and egress across all of the leased premises to and from lands that remain
subject to this lease, or lands pooled therewith, for the purposes described in paragraph 1 hereof, together with
easements and rights of way for roads, pipelines, flowlines and other facilities on or across all of the leased premises for
the exploration, development, productian, gathering or transportation of oil, gas and cther products from the lands still
subject to this lease of lands pooled therewith. The sole liability or penaity for the failure of Lessee to drill any well or
wells required or permitted by this lease shall be the termination or partial termination of Lessee’s rights under the lease
as provided above.

In conducting such continuous drilling program, Lessee shall be entitied to accumulata and later use time, if any, saved
between wells, beginning with the second well under the continuous drilling program. |f ona well is commenced sooner
than 180 days after the completion of the last preceding well, the portion of the prescribved 180 day period not used may
be carried forward and added to the period between subsequent wells,

2. Amended Delay Rental Provision:

*As 1o any rentals that may be paid on or before the 1%, 2™ and 4™ anniversary date.
In the event that delay rentals are paid on or before the 2™ anniversary date (and after the 31 anniversary date), they shall
be payable in the amount of $1,120.00.

~Except that if delay rentals are paid on or before the 3" anniversary data (and after the 2™ anniversary date), the total
rental paid shall be $336,000.00.

3. Notwithstanding anything harein to the contrary, Paragraph & (minimum royalty) and Paragraph 14 (shut-in royalty)
refer to their computation to the delay rentals provided in Paragraph 3 herein. Tha undersigned do hereby recognize and
acknowledge thal minimum royalty and shut-in royaities due herein are payabla in the amount of $2,240.00. Of such
amount, $1,120.00 is payable to the owner of the soil as provided herein and §1,120.00 is payabile to the State of Texas
as provided herein,

4. Anything herein to the contrary notwithstanding, it Is expressly understood and agreed that the privilege of paying
shut-in gas well royalty as provided herein shall be effective and continue only through the primary term of this leass,
After the expiration of the primary term hereof, payment or payments of shut-in gas royalty as provided in Paragraph 3 of
the Lease form shall not maintain this lease in force and effect for any one shut-in period greater than 24 months, or, from
time to time for shonter periods, all of which shali not exceed two cumulative years,
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES
The above and foregoing is a full, true and co
onginal record now in my lawlul ¢ custody and possession, as Ih

filed/recorded in the public records of
PAGE 308 Tl 40T H#ﬁ%;ﬁgm fe

ect pholographic ccoy of the

I herevy cenifiedon__ MAY 6, 2005

DH\ENNEO FLORH'%UN CLERK
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TEXAS GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

March 1, 2006

ATTN: Mary Kay Brasuel

Clay Johnson Oil & Gas Properties
203 West Wall, Suite 202
Midland, Texas 79701

Re:  RELINQUISHMENT ACT LEASE No. M-105212
Block 55, Township 4, T&P Ry. Co. Survey
Section 34:  All
Section 36:  All
Section 40:  All
Section 44:  S/2

Dear Ms. Brasuel,

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been
approved and filed in our records under mineral file number M-105212. Please refer to this number
in all future correspondence concerning the lease.

Your remittance of $168,125.00, has been applied as the state's portion of the cash bonus $168,000,
along with a processing and filing fee in the amount of $125.00. Please let me know if you should
have any questions.

Sincerely,

])\qu« L &
Drew Reid

Minerals Leasing
Energy Resources
(512) 475-1534

m.—

MS/DR

Stephen F. Austin Building * 1700 North Congress Avenue * Austin, Texas 787011495
Post Office Box 12873 * Austin, Texas 78711-2873
512-463-5001 = 800-998-4GLO

www.glo.state.tx.us
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| Lease Date |Original Lessor | #Mth |Mth Begin |Lease Number |

AGENCY LEASE NUMBER:
IN PAYMENT OF:DELAY RENTAL BUSINESS UNIT :MIDLAND
FOR: C-2302

RECORDED: Book 699 Page 398 Reception # 001639

TRACT: 1 COUNTRY: US STATE: TX COUNTY: REEVES NET ACRES
PROSPECT: HONDO 2,240.000
ASSET TEAM:PERMIAN GAS
LEGAL (Part of):T&P RR CO ABST/ID# 100BLK 55 Sec 34 Twsp 4 QQ ALL
T&P RR CO ABST/ID# 100BLK 55 Sec 36 Twsp 4 QQ ALL
T&P RR CO ABST/ID# 100BLK 55 Sec 40 Twsp 4 QQ ALL
T&P RR CO ABST/ID# 100BLK 55 Sec 44 Twsp 4 QQ ALL

FOR THE CREDIT OF: PAYMENT

GENERAL LAND OFFICE (GLO) (BA# 03149500 ) $1,120.00
STATE OF TEXAS
STEPHEN F AUSTIN BUILDING
1700 NORTH CONGRESS AVENUE
AUSTIN TX 78701 / =) \
L)

™ax I0: (}p  Accr:
. 06022952

-
EIITTCEEE TOTAL BANK SERVICE CHARGE $.00
.:::: TOTAL AMOUNT PAID $1,120.00
. /
Il " &
.-.oa. L / - > ) L i’
FPure e sovree
-
-
.....:
L] -

RN 8519164
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This payment is tendered on behalf of the owner or owners of record of the said No. 52005764
Lease - Oil And Gas or credit of:

COMMSIONER GENERAL LAND OFFIi STATE OF TEXAS

STEPHEN F AUSTIN BLDG

1700 NORTH CONGRESS
AUSTIN, TX 78701-0000

Agreement Payment Period Depository  Service /
Number Beginning Payment Frequency Pa¥ment Type Payee ID 1D Charge ayment Total
en ayment
813443 03/07/2007 One Time Only 946534 1,120.00 $ 1,120.00
N\
Effective Acres Covered \‘
Agreement Name Date (More or Less) Recorded in the recl_ rds of €ounty or Parish
—— | ™
JOBE BMET UX LSE / 03/07/2005 | REEVES, TX VOL 699 PAGE 398
= \_/{ " OPR
— —
VOL 742 PAGE 359
OPR
Area

TEXAS, REEVES

13\

, | 0,
n-ios#t < “ 6555

Paid on behalf of Chevron U.S.A. Inc, Four Star Oil & Gas Company, McFarland Energy Inc., Chevron Shale Qil Company,
Chevron Midcontinent, L.P., Union Oil Company of California or Pure Partners, L P

Anquiries regarding this check should refer to "Agreement Number" and be addressed to:
\/ Chevron U.S.A. Inc, P O Box 1635, Houston, Texas 77251-1635
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GENERAL LAND OFIFICI

JERRY PATTERSON, COMMISSIONER

TEXAS

June 18, 2008 Certified Mail #70060810000017601063

Ms. Mary Kay Brasuel

Clay Johnson Qil & Gas Properties
203 West Wall, Suite 202
Midland, Texas 79701

RE: MF-105210/MF-105212
T&PRY CO

Reeves County, Texas

Dear Ms. Brasuel:

Our records indicate that the captioned leases have terminated for failure to pay the delay rentals
due March 7, 2008. -

Any well on these tracts should be plugged and abandoned in accordance with Railroad
Commission Rules and Regulations. The General Land Office will actively oppose any action to
avoid or postpone compliance with these requirements.

If you have any questions regarding this assessment you may contact me at 512-475-1579.

Sincerely,

i i’

Kerrie Eubanks

Mineral Leasing, Energy Resources
Phone: (§12) 475-1579

Fax: {512) 475-1543

Stephen F. Austin Building » 1700 North Congress Avenue * Austin, Texas 78701-1495
Post Office Box 12873 * Austin, Texas 78711-2873
512-463-5001 - 800-998-4GLO

www.zlo.state.rx.us
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RELEASE OF OIL AND GAS LEASE

“NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A

NATURAL PERSON, YOU MAY REMOVE OR STRIKE ANY 1
OF THE FOLLOWING INFORMATION FROM THIS INSTRUMENT

BEFORE IT IS FILED FOR RECORD IN THE PUIBLIC RECORDS:

YOUR SOCIJAL SECURITY NUMBER OR YOUR DRIVERS LICENSE

NUMBER " !
STATE OF TEXAS }
COUNTY OF REEVES ]

Chevron Midcontinent, L.P., 3 Texas limited partncrship, docs hereby release, relinquish,
surrender and guilclaim unto the respective Assiguory, irs or thelr successors in interest, any and all right
woquired or held by it under the fallowing Oil and Gas Lease covering lands situated in Rerves County, Texaa

L —— e e e 8

Lenss Date of Recording Datne
No Lense Agent Ingtrumcal Vol/Page
§13443 1.7-2005 B.M Jfobe w/k/n Billy Mac Jobe Ol and Gus Lease 699358

And wife Lexa Dean Jobe :

The Laod covered by the Lease is detcribed a3 follows: All of Sections 34, 36, 40 and 572 of 44 Block 35, T-
4, T&P RR Co. Survey, Reeves Courfy, Texas containing 2,240 acres more or less. @4 4y 3 - 34 H

EXECUTED ihis S _ duy orw, 2008,

Chevron Mideontinent, L. P
By Chevron Midcontinem Ocrations Company, its b
Geners| Parter

|

CD. Frishia
Attomey-in-Fact
STATE OF TEXAS

COUNTY OF HARRIS

Befors me, the undersigned suthority, on this day personally appeared C. D. Prisbie, known to me to be the
person whose name is subscribed 1o the foregoing instrument as Atomey-in-Fact of Chevron Midcontinont
Operations Company, & cofporation, as General Partwer for Chevron Midecantinent, P, and sctnowlcdged o
me that C, D. Frishie executed the same For the pumpose and considermtion therein expressed as the sct and
deed of sad Chevron Midcontinent Operations Campuny, on bebalf of Chevron Midcontneny, L.P.

Given under my hand and seal of office the SPU_dny of 2, 2008

Wty MARILYN J COWAR
- p Semie of Tavey
LaDVws

Maich 04, 2009

‘ Public rexiding in Houston, Texes
My Commislor Bxplres: - ¢4 ?
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