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i LeaseDate Acres Status CONTROL BASEFILE COUNTY
E“V“’U{ ~A Aug 01 2005 20.00 HEPFEFHE— 07-108845 142475 - REEVES /195
B Feb 06 2006 2. 00 -ACPE—
Gipwred -C - Bpr 03 2006 18.00 -ACPFFE— SURVEY : T & P RY CO
2 BLOCK 3 57 =
é) TOWNSHIP : 028 g
/ SECTION/TRACT: 12 =
EXPIRED PART : l:m NW/4
2o ACRES : 40.00
DATE w DEPTH LIMITS : N6 SURFALE To BASE oF BRUSHY CANYOMN
LEASING FOBRMATION
Rentals: MAPS O LESSEE : PPC ENERGY, L.P.
ﬁf/m E LEASE DATE : Aug 01 2005
Lease PRIMARY TERM : 3 yrs
Admin: BONUS (%) : 0.00
RENTAL (%) : 0.00
Mineral ROYALTY : 0.10000000
Maps : VAR ROYALTY
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Transaction # 4854 Geologist: R. Widmayer

lessor  LaSELL, William Edward, aka Bill LaSELL o 8/1/2005 g L

Lesses: PPC Energy, L.P. Acres: 40

LEASE DESCRIPTION

County PIN& BasaFleNo Part Sec. Block Twp Survey Abst#t
REEVES ¥ - 142475 NE/ANW/ 12 57 028 T&PRYCO 4786
TERMS OFFERED TERMS RECOMMENDED

Primary Term: 3 years | Primary Term 3 years

Bonus/Acre: $100.00 | Bonus/Acre $100.00

Rental/Acre: $1.00 Rental/Acre $1.00

Royalty: 1/5 | Royalty 1/5

GOMPARISONS

MF & Lesses Date Term Bonus/Ac.  Rental/Ac.  Royalty  Distance

Last Lease

Wednesday, September 07, 2005
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) ~-REI,mQUISHMENT ACT LEASE APPLICATION

Texas General Land Office Jerry Patterson, Commissioner

TE¥: Jerry Patterson, Commissioner DATE:  07-Sep-05
Larry Laine, Chief Clerk
Bill Warnick, General Counsel
Louis Renaud, Deputy Commissioner

FROM: Robert Hatter, Director of Mineral Leasing
Peter Boone, Chief Geologist

Applicant:  PPC Energy, L.P. County: REEVES
Prim. Term: 3 years Bonus/Acre $100.00
Royalty: 1/5 Rental/Acre $1.00

Consideration

Recommended: /—‘Dg A CA Date: 9.7 -Os™

Not Recommended:

Comments: Paid up lease. Depth restricted to the base of the Brushy Canyon Formation.

Aeasc Form
Recommended: @M Date: /o/ m/(;L
Not Recommended:
Comments:
Louis Renaud, Deputy Commissioner Date: / 0,/ /ﬁf / o<

Recommended: (A2

Not Recommended:

Bill Warnick, General Counsel Date: / -0/ /ﬁ/ Dd./
Recommended: é M 24 !

Not Recommended:

Larry Laine, Chief Clerk Date: | U! Lf-'lu/
Approved: /

Not Approved:

Jerry Pattersen, Cmﬁ?rjssioner Date:
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Transaction # b
Lessor: Lowe Royalty Partners, LP

Lessee: PPC Energy, L.P.

LEASE DESCRIPTION

County PINE

TERMS OFFERED

Primary Term: 2 years
Bonus/Acre: $300.00
Rental/Acre: $300.00
Royaity: 174

COMPARISONS
MF # Lesses

Comments: 2nd year rental is $300.00.

Friday, April 28, 2006

RAL REVIEW SHEET

Geologist: R. Widmayer

Leasa Date: 4/3/2006 U !
Acres: 40
BasgFleNo Part Sec. Block Twp Survey Abst#
142475 E/20fN 12 57 028 T&PRYCO 4786
TERMS RECOMMENDED
Primary Term 2 years
Bonug/Acre $300.00
Rental/Acrg $300.00
mwm 1/4
Date Term Bonus/Ac.  Rental/Ac.  Royalty  Distance

Last Lease
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NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU MAY
REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM THIS INSTRUMENT
BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS: YOUR SOCIAL SECURITY
NUMBER OR YOUR DRIVER'S LICENSE NUMBER.

General Land Office
Relinquishment Act Lease Form
Revised, September 1997

Justin, Texas

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this __1* _ day of August 2005 _ | between the State of Texas, acting
by and through its agent, __ WILLIAM EDWARD LaSELL, a/k/a BILL L, INDIVIDUALLY AND AS PERSONAL REPRESENTATIVE OF THE

ESTATE OF JEAN HAMILTON LaSELL, DECEASED

of __9374 Raintree Drive, Columbus, Indiana 42701

(Give Permanent Address)
said agent herein referred to as the owner of the soil (whether cne or more), and _ PPC ENERGY, L.P.

of _440 Louisiana, Suite 430, Houston, Texas 77002 hereinafter called Lessee.
(Give Permanent Address)

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements 1o be paid, kept and
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, 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 bullding 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, to-wit:

BLOCK 57, TOWNSHIP P RR CO. SURVEY

Section 12: NE/4NW/4

containing 40.00 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: __ONE THOUSAND AND NO/100
Dallars (S__1,000.00 )

To the owner of the soil: __ONE THOUSAND AND NO/100
Dollars (S___1,000.00 )

Total bonus consideration: _TWO THOUSAND AND NO/100

Dollars ($ 2,000.00 )
The total bonus ¢ ideration paid rep ts a bonus of __One Hundred and No/100
Dollars ($__100.00 ) per acre, on 20.00 net acres.

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of three (3) years from
this date (herein called “primary term”) and as long thereafter as oil and gas, or either of them, is produced in paying quanlities from said land. As used
in this lease, the term "produced in paying quantities” 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 months last past.

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the

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 addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like 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 date. Payments under this paragraph shall be in the following amounts:

To the owner of the soll: __REFER TO EXHIBIT “A"” ATTACHED HERETO

Dollars (8§, )
To the State of Texas:

Dollars (§, )
Total Delay Rental:

Doliars (§, )

In a 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 lenders 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 paragraph (or its successor bank) should
cease lo exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver 1o Lessee a proper
recordable instrument naming ancther bank as agent to receive such payments or tenders.

4. PRODUCTION ROYALTIES. Upon production of cil and/or gas, Lessee agrees lo pay or cause to 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, at Austin, Texas, and one-half (1/2) of such royalty 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 hereinafter provided,
shallbe __1/5 part of the gross production or the markel value thereof, at the option of the owner of the soll or the Commissioner of the General
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oll, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest markel price thereof offered or
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before
any gas produced from the leased premises is sold, used or processed In a plant, it will be run free of cost to the royaity owners through an adequate oil
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons 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 gas), which Is defined as all hydrocarbons and gaseous substances not
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for
the extraction of gasoline, liquid hydi rbons or other products) shall be __1/5 part of the gross production or the market value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater;
provided that the maximum pressure base in measuring-the gas under this lease shall not al any time exceed 14.65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific
gravity according 10 tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.

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

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid
hydrocarbons) whether said gas be "casinghead,” “dry,” or any other gas, by fractionating, burning or any other processing shall be 1/5 part of
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office,
such market value 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.

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one doliar ($1.00) per acre.

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the soll'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 agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use, Lessee agrees to compute and pay royalties on the gross value received, inciuding any reimbursements
for severance laxes and production related costs.

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 subject to the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed;
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in @ manner which entilles the royalty owners to a
royalty under this lease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royaity on oil
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents,
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line ipts and
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reporls 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 or 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 showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays
his royalty on or before thirty (30) days after 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 a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing
royallies to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operale to prohibit the State's
right of forfeiture as provided by law nor act to posipone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispute as to the State’s portion of the royalty or lo that portion of the royalty in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office
with its best possible estimate of oil and gas reserves underlying this lease or allocable 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 of all wells,
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the
Attomey General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests,
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. 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 1o the land must also
include the word “State.” Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cutlings and cores, or other
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein
expressly provided for. Lessee shall have an electrical and/or radicactivity survey made on the bore-hole section, from the base of the surface casing to
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifteen (15) days after the making of said survey.

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

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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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 after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease, If, during the last year of the
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause,
Lessee’s rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessalion of production under Paragraph 13. Should the first
well or any subsequent well drilled on the above di ibed land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall pso facto terminate, If at the
expiration of the primary term or any time thereafter a shut-in oil or gas well Is located on the leased premises, paymenls 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 Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions 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 thereafter as oil and/or gas is produced
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease,

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased
premises, afier once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment
of shut-in oil or gas well royaities or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking
operations result in the completion of a well as a dry hole, the lease will not lerminate if the Lessee commences additional drilling or
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice
to the General Land Office within thirty (30) days of any cessation of production,

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency
having jurisdiclion over the production of cil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royally an amount equal to
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas In paying quantilies. If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) per acre. To be effective, 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 to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operalion in accordance
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall
extend the term of the lease 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 ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rale provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensalory
royalty is to be paid monthly, one-half (1/2) 1o the Ct iSSi of the G | Land Office and one-haif (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in
Texas Natural Resources Code 52.173; however, al the determination of the Commissioner, and with the Commissioner's written approval, the payment
of compensalory royalties can salisfy the obligation to drill offset wells.

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production
purposes (o a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
agency, or other govemmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for

4

2 b

True and Correct
copy of
Original filed in
Reeves County
Clerks Office



w70 mee 96 30 E

production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination 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 1 hereof, together with easements and rights-of-way 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 1o and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall
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 (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory ‘
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses ‘
to execule and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such
instrument at 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 shall be binding upon Lessee for all purposes.

17. 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 drill to a depth necessary to prevent undue drainage of
oil 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 leased 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 after the draining well 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 1o satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination |
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
paramelers salisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease,
from conducling 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, rule or regulation of government authority, then while so prevented, Lessee’s obligation to comply with such
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be
extended while Lessee Is prevented, by any such cause, from conducting drilling and reworking operations or from producing oll 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 term
in the absence of such drilling or reworking operations or production of oil or gas.

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend litle to the leased premises. If the owner of the soll defaults
in payments owed on the leased premises, then Lessee 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 premises. 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 and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or nol Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties 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 General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable 1o any undivided
interest not 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 Office receive as a royalty on the gross production allocable to the undivided interes! not leased an amount less
than the value of one-sixteenth (1/16) of such gross production,

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total
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 upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes
for waterflood operations without the prior 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.
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23. PIPELINE DEPTH. When requested by the owner of the soll, Lessee shall bury its pipelines below plow depth.

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to 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 all proper safeguards to prevent pollution, Without
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment
facilities sufficient to prevent spillage, seepage or ground waler contamination. In the event of pollution, Lessee shall use all means al its disposal to
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. 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 Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
lermination of this lease unless the owner of the soil grants Lessee an extension of this 120-day peried. However, Lessee may not remove casing from
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery,
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the righls and estates of either
party to ims 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
tives, suc and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessee ﬁiminish the rights, privileges and estates of Lessee, impair the effectiveness 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 royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory writlen evidence of the change
in ownership, including the original recorded muniments of litle (or a certified copy of such original) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned
as between the several owners ratably, according to the area of each, and failure by one or more of them 1o pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does nol file a certified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the Stale by the
original lessee or any prior assignee of the lease, including any liabiiities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 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 Commissioner of the General Land Office, this lease is void as of the time of assignment and
the agency power of the owner may be forfeiled by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the
assignee is:

(1) a nominee of the owner of the soil;

(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 employee of such a partnership;

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

(5) 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, administralor, receiver, or conservaltor for the

owner of the soil; or

(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoplion,

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may al any time execute and deliver lo the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relieved of all subsequent obligations as o 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 to the acreage which was covered by this lease
immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender of such acreage.

29, FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release 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
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeilure at the option of the
Commissioner of the General Land Office.

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

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duly and must fully disclose any facts 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 to put the State's
interests before his personal interests.
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32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an
authorized agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the 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 operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to fumnish the General
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as walving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with
the provisions of the law and of this lease and the rules and regulations that may be adopled relalive hereto,

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, 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
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royallties or other
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee’s breach of
any covenant or condition of this lease, whether express or implied. This lien and securily interest may be foreclosed with or without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents thal there
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease.
Should the Commissioner at any time determine thal this representation is not 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 terms as 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 lease
pursuant to Texas Nalural Resources Code 52.151-52.154. The owner of the soil agrees thal the inclusion of this provision in this lease satisfies the
execution requirements stated in Texas Nalural Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners,
agenis, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any 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 to, all losses and
expenses which are caused by the activilies of Lessee, its officers, employees, and agents arising out of, incidental to, or resulling from, the operations
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify,
defend and hold harmiless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against 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 theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, including those related 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 related to Lessee's operations or any other of Lessee’s aclivities on the leased premises; those arising from Lessee’s use of the
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees 1o be liable for, exonerate, indemnify, defend and
hold harmiless the State of Texas and the owner of the soll, their officers, employees, and agents in the same manner provided above in connection with
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR 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 PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or
poliution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wasles, hazardous materials,
hazardous substances (as the term “Hazardous Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials®), except
ordinary 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, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) 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 SOIL OR GROUND 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 CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY
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GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly
known as the Relinguishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these
statutes, the statules 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 requirements found in Paragraph 39 of this lease have been satisfied, the effective date
of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuanl to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any counly in which all or any part of the leased premises is located, and cerlified copies thereof must be filed in the General Land
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the Stale and the prescribed filing fee shall
accompany such certified copy to the General Land Office.

LESSEE: PPC ENERGY, L.P.

7>,

BY: - ——— - gy

Title: __Roy O. Priest, President
Date: R \A—-).A.(u\ v, 2aos

STATE OF TEXAS

WILLIAM EDWARD LaSELL, a/k/a BILL LaSELL, INDIVIDUALLY
AND AS PERSONAL REPRESENTATIVE OF THE ESTATE OF
JEAN HAMILTON LaSELL, DECEASED, AS AGENT FOR THE
STATE OF TEXAS

o (AL AL

Date: Z/ 27 8;/ ¢S5

STATE OF TEXAS } (CORPORATION ACKNOWLEDGMENT)
COUNTY OF HARRIS )

BEFORE ME, the undersigned authority, on this day personally appeared ROY O. PRIEST

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

of __PPC ENERGY, L.P. a Texas limited partnership, and acknowledged to me that he executed the same for the purposes and consideration

therein expressed, in the capacity stated, and as the act and deed of said limited partnership.

1 e B
Given under my hand and seal of office this the JL day of l@u\\' 2005.

Notary Public in and for the State of Texas *
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STATE OF INDIANA } (ACKNOWLEDGMENT)
COUNTY OF BARTHOLOMEW }

BEFORE ME, the undersigned authority, on this day personally appeared __ William Edward LaSell, a’k/a Bill LaSell, individual
Personal Representative of the Estate of Jean Hamilton LaSell, Deceased

and a

known to me lo be the person whose name is subscribed lo the foregoing instrument, and acknowledged to me that he executed the same for the
purposes and consideration therein expressed, and In the capacities therein stated.

Given under my hand and seal of office this the ‘LK f\ day of J-U-ﬂd-a/ 2005.

Z.Cus Qionsat

Notary Public in and for the State of Indiana

Y 27 );I-zu»))
))})»»)J)J»Duu. 282, %

[ J)):))))»)»»}J)
1 L. Sue Adams

a -
Public State of Indiana

Nomganholomew r:uunnfg -

: My Commission Explres 4_—‘

2333022000820 00221.
233930,
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Attached to and made a part of that certain Oil and Gas Lease dated August 14, 2005, between the State of
Texas, acting by and through its agent, William Edward LaSell, a/k/a Bill LaSell, Individually and as
Personal Representative of the Estate of Jean Hamilton LaSell, Deceased, as Lessor, and PPC Energy,
L.P., as Lessee, covering certain lands in Reeves County, Texas.

Second and Third Year Rentals

Notwithstanding anything herein to the contrary, this is a paid-up lease, Lessee having paid in advance all
delay rentals accruing or payable by Lessee under this lease. Lessor hereby acknowledges receipt of
payment in advance of delay rentals in the following amounts, which represent delay rentals in the amount of
One Dollar ($1.00) per net mineral acre covered by the lease for the second and third years of the primary

term:
To the State of Texas: Twenty and No/100 Dollars ($20.00)
To the Owner of the Soil: Twenty and No/100 Dollars ($20.00)
Total Rental for Second
And Third Years: Forty and No/100 Dollars ($40.00)
= e
T — .
[ ANT PHOVIGGN HERL S, 5~ Vet il sall, RENTAL,
ORUSE b+ = i - PR ZECAUST OF COLOK
08 RACE © widvai 4 200 W00 500 0a 5 IR R FRUBRAL
FILE NO. 3364 L.
FILED FOR RECORD ON THE 8TH DAY OF AUGUST A.D. 2005 11:07 A.m.
DULY RECORDED ON. THE 10TH DAY OF AUGUST A.D. 2005_9:30 A. M.
| m X ﬂ / , DEPUTY DIANNE O. FLOREZ, COUNTY CLERK
/ REEVES COUNTY, TEXAS
L 1 / _J
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Jerry E. Patterson, Commissioner
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is & full, true and correct photographic copy of the
onginal record now in my lawful Custody and possession. as the s% g
filed/recarded in the public rﬁTjS of my office. found in VOL,

PAGE 22 Thau_ 101"
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I nereby certified on AUGUST 11 2005

oL 11, 4
% DIANNE O. FLOREZ, COUNTY CLERK
i REBVES COUNTY,

DEPUTY
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‘ NOTICE OF CONFIDENTIALITY RIGHTS: |IF YOU ARE A NATURAL PERSON, YOU MAY

REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM THIS INSTRUMENT
BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS: YOUR SOCIAL SECURITY
NUMBER OR YOUR DRIVER'’S LICENSE NUMBER.

General Land Office

Relinquishment Act Lease Form
Revised, September 1897
Augtin, Texas
OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this __ 6™ _ day of __February 2006 |, between the State of Texas, acting

by and through its agent, REM Al LY AN S_INDEPE ! X R E WALTER
CREMIN, DECEASED
of _P. O. Box 440904, Houston, Texas 77002

(Give Permanent Address)
said agent herein referred to as the owner of the soil (whether one or more), and _ PPC ENERGY, L.P.
of _440 Loulsiana, Suite 430, Houston, Texas 77002 hereinafter called Lessee.

(Give Permanent Address)
1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and
performed by Lessee under this leass, the State of Texas acting by and through the owner of the soil, 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
stuatedin_Reeves  County, State of Texas, to-wit:

BLOCK 57, TOWNSHIP 2, T&P RR CO. SURVEY
Section 12: NE/4NWI4
limitad in depth from the surface to the base of the Brushy Canyon formation
containing 40,00 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: ___ ONE HUNDRED AND NO/100
Dollars ($___100.00 )

To the owner of the soil: NE HUNDRED AND NO/100
Dollars ($___100.00 )

Total bonus consideration: _TWO HUNDRED AND NO/100
Dollars (§. 200.00 )

The total bonus consideration paid represents a bonus of __One Hundred and No/100
Doilars ($__100.00 ) per acre, on 2.00 net acres.

— True and Corract
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2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of three (3) years from
this date (herein called “primary term”) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used
in this lease, the term “produced in paying quantities® means that the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed out of pockel operational expenses for the six months last past.

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate,
unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the
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 addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like 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 date. Payments under this paragraph shall be in the following amounts:
To the owner of the soil: __ REFER TO EXHIBIT “A" ATTACHED HERETO
Dollars ($ )
To the State of Texas:
Doliars ($ )
Total Delay Rental:
Dollars (§, )

In a 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 paragraph (or its successor bank) should
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accepl rental, Lessee shall not be
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper
recordable instrument naming another bank as agent to receive such payments or tenders.

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to 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, at Austin, Texas, and one-half (1/2) of such royalty 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 hereinafter provided,
shallbe __1/6  part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil
and gas upamot of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means
will be ed. The i that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon
such terms and uondmons as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and g sub not
defined as ol in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/5 part of the gross production or the market value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for |
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater,
Wmmmmmmmmwuwmhmﬂmdmymm1465muruswithdlm
and the standard base temperature shall be sixty (60) degr Fi ction to be made for pressure according to Boyle's Law, and for specific |
gmmmmmmwmmmmmwwmmwmmmofmbeqmdbymmmnumdm

|
(C) PROCESSED GAS. Royany cn any gas processed in a gasoline plant or other piant for the recovery of gasoline or olher liquid i

hydrocarbons shallbe ___1/6  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 Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant |

production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the |

greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are

recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid )

hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing t

agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in l

the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market

price paid or offered for any gas (or liquid hyd rbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue

gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. in no event, however, shall

the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, burning or any other p ing shall be __1/5 part of
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office,
such market value 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. |
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5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one dollar ($1.00) per acre.

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s right to take its royalty in kind shall not diminish or negate the owner of the soil's or the C L of the G | Land Office’s rights
or Lessee's obligations, whether express or implied, under this lease.

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements
for severance taxes and production related costs.

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 to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed;
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entities the royalty owners to a
royalty under this lease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil
Is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents,
records or reports confirming the gross production, disposition and market value including gas meter readings, 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 or 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 showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays
his royalty on or before thirty (30) days after 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 a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue.
Affidavits and suppomngdomnmt:whauhamnmﬁbdmendueshallmwrapenalymanunountselbythemmundomnnunmwle
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or
royalties to be paid as prescribed by the due date provided herein. Ptymnto:lhedquuenqpenelrysnallmmmyopeuuloprohlbd\heaalas
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall funish 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
heid 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 premsses, including the books und accounts, receipts and discharges of all wells,
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the
Attorney General, the Govemor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease 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 include copies of Railroad Commission forms for application to drill. Copies of well tests,
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted 0 the Texas
Railroad Commission or any other governmental agency shall include the word “State” in the title. Additionally, in accordance with Railroad Commiesion
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 Office with any rds, anda, nts, reports, cuttings and cores, or other
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the
General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in
the General Land Office.
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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 after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the
primary term or within sxty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause,
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking
operations pursuant to Paragraph 13, using the expiration of the pnimary term as the date of cessation of production under Paragraph 13. Should the first
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance
with the shut-in provisions hereof.

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 Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more
than sidy (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking
operations within sidy (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the driling or reworking
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written nolice
to the General Land Office within thirty (30) days of any cessation of production,

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) per acre. To be effective, each initial shut-in oil or gas royaity must be paid on or before: (1) the expiration of the primary term, (2) 60 days after
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall
extend the term of the lease 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 ceased, and, after that, if no suitable pr facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or in any case in which drainage is occurring, the night to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is compieted in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The
royalty is to be paid monthly, one-half (1/2) to the C SSHK of the G | Land Office and one-half (1/2) to the owner of the soil, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is compieted in the
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 8 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in
Texas 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 satisfy the obligation to drill offset wells.

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well
upon which Lessee js then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the
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applicable field rules are changed or the well or wells located thereon are reclassified so that less ge is th fter allocated to said well or wells for
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination 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 1 hereof, together with easements and rights-of-way 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 minerals produced from the retained lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall
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 (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such
instrument at 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 shall be binding upon Lessee for all purposes.

17. OFFSET WELLL. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation
to protect the od 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 drill to a depth necessary to prevent undue drainage of
oil 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 leased 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 after the draining well 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 to forfeiture. Only upon the determination
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. if, after a good faith effort, Lessee is prevented from complying with any exp or implied t of this lease,
from conc'ucting drilling operations on the d premi or from producing oil or gas from the leased premises by reason of war, rebellion, riots,
strikes, acts of God, or any valic order, rule or regulation of government authority, then while so pr d, Lessee’s obligation to comply with such
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be
extended while Lessee 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 term
in the absance of such drilling or reworking operations or production of il or gas.

19. 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 Lessee 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 premises. If Lessee makes payments on behaif of the owner of the soil under this paragraph, Lessee may recover the
cost of these payments from the rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or nol Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties 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
royaky or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statemnent which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no cvent shall
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not | d an t less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary tenm, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total
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 upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irmigation purposes
for waterflood operations without the prior consent of the owner of the soil.
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22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for d
improvements, livestock and crops on said land.

g d by its to all personal property,

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam 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 all proper safeguards to prevent pollution. Without
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to
recaplure all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. 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 Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery,
fodures, or casing which are not timely removed by Lessee under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
party to this 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 enlarge the obligations of
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness 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 royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devi: legal repi ives or assigns) fumishes the Lessee with satisf; y written evid of the chang
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed to all nghts and be subject to all obligations, liabilities, and penalties owed to the State by the
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 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 Commissioner of the General Land Office, this lease is void as of the time of assignment and
the agency power of the owner 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) a nominee of the owner of the soil;

(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 employee of such a partnership;

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

(5) a partner or employee in a partnership which is the owner of the soll,

(6) a fiduciary for the owner of the soil; including but not limited to a guardian,

owner of the soil; or

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

executor, administrator, receiver, or conservator for the

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time exscute and deliver to the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby sumender this lease as
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly sumendered, the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease
immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender of such acreage.

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release 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
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commissi of the G | Land Office.

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

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts 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 to put the State's
interests before his personal interests.
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32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an
authorized agent should knowingly make any false retumn or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulati pted by the C issi of the Gi | Land Office, or if Lessee
should fail to file reports in the manner required by law or fail to comply with rules and regulations promuigated 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 operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to fumish the General
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be col d as ing the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, 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
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other
-mnduowmboomudlnuudarthhhuclndbuwmpmddmydmaouuhuﬂmmmyﬂmbymofunnnmd
any covenant or condition of this lease, whether express or implied. This lien and rity i t may be foreclosed with or without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to
exacute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee’s acquisition of this lease.
Should the Commissioner at any time determine that this representation is not true, then the Ci issioner 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 terms as 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 lease
pursuant to Texas Natural Resources Code 52.151-52.154. 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.

36. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners,
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any 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 to, all losses and
expensaes which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify,
defend and hold hammless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against 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 theory including tort, contract, or strict liability, including attorneys’ fees and other legal expenses, including those related 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 related to Lessee's operations or any other of Lessee’s activities on the leased premises; those arising from Lessee's use of the
surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and
hold harmiess the State of Texas and the owner of the soil, their officers, employees, and agents in the same ided above in ction with
the activities of Lessee, its officers, amployees, and agents as described above. EXCEFTASOTHEIWBEEXPRESSL\'LHTEDIERHN.ALLOF
THE INDEMMNITY OBLIGATIONS ANDVOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE CONDITIONS), STRICT LIABILITY, OR THE
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36. ENVIRONMENTAL HAZARLDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or
poliution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any
other environmental medium in, on, or under, the leased premises, by any waste, poliutant, or contaminant. Lessee shall not bring or permit to remain on
the leased premises any asbestos containing materials, explosives, toxic materials, or :ubmnma ragumed as hazardous wastes, hazardous materials,
hazardous substances (as the term "Hazardous Substance” is defined in the Compreh E ital Resp , Comp ion and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ('Hmruous Materials”), except
ordinary 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, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) 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 SOIL OR GROUND 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 CONFORMANCE WITH THE REQUIREMENTS OF
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APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL 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 OR SUSPECTED BREACH OF THIS
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions 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 cil 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 requirements found in Paragraph 39 of this lease have been satisfied, the effective date
of this lease shall be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall
accompany such certified copy to the General Land Office.

LESSEE: PPC ENERGY, L.P.

BY rrs/‘% GEN PARTNER, PRIEST PETROLEUM CORPORATION
BY: f(.-—-; ;-"--5 z
/—

Title: __Roy O. Priest, President
pate:  Ted» 22, 2000

STATE OF TEXAS

ANN CREMIN FIALA, INDIVIDUALLY AND AS
INDEPENDENT EXECUTRIX OF THE ESTATE OF
WALTER C. CREMIN, DECEASED, AS AGENT FOR THE
STATE OF TEXAS

BY: ‘zﬁﬂz g M‘

Date: _ /3 -0 &

STATE OF TEXAS } (CORPORATION ACKNOWLEDGMENT)
COUNTY OF HARRIS )

BEFORE ME, the undersigned authority, on this day personally appeared ___ROY O. PRIEST
known to me to be the person whose name is subscribed to the foregoing inst it as PRES! PRI C

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

Given under my hand and seal of office this the aa” day of Eéb( (G200 gia , 2006.
TERRI L. EDMONDS MM

Notary Public, State of Texas
Commission Expires

Notary Public in and for the State of Texas
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STATE OF TEXAS } (ACKNOWLEDGMENT)
COUNTY OF HARRIS }
BEFORE ME, the undersigned authority, on this day personally appeared

of the Estate of Walter C. Cremin, Deceased
known to me to be the person whose name is subscribed to the foregoing instrument, and acknowledged to me that he executed the same for the

purposes and consideration therein expressed, and in the capacities therein stated.

Given under my hand and seal of office this the \% day of Feb wa '-'l 2006.

O (g

ryFubliclnandformSmd exas

SHAWN |. VENDRYES
Notary Public, State of Texas

My Comm. Expires Feb. 9, 2009
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EXHIBIT “A”

Aftached to and made a part of that certain Oil and Gas Lease dated February 6, 2006, between the State of
Texas, acting by and through its agent, Ann Cremin Fiala, Individually and as Independent Executrix
of the Estate of Walter C. Cremin, Deceased, as Lessor, and PPC Energy, L.P., as Lessee, covering
certain lands in Reeves County, Texas.

Second and Third Year Rentals

Notwithstanding anything herein to the contrary, this is a paid-up lease, Lessee having paid in advance all
delay rentals accruing or payable by Lessee under this lease. Lessor hereby acknowledges receipt of
payment in advance of delay rentals in the following amounts, which represent delay rentals in the amount of
One Dollar ($1.00) per net mineral acre covered by the lease for the second and third years of the primary

term:
To the State of Texas: Two Dollars and No/100 ($2.00)
To the Owner of the Soil: Two Dollars and No/100 ($2.00)
Total Rental for Second
And Third Years: Four Dollars and No/100 ($4.00)
|
|
;
i
|
1
|
- - —— ekt |
I
|
i
|
S = " ANY PROVISION HEREIN WAILK RES 1075 (4t S f RENTAL
OR USE OF THE DESCRIBED REAL PHOFERTY BECAUSE OF COLOR
OR RACE IS IHVALID AND LINENFOR 7 ABLE UNDSR FEDERAL 1
FILE No. 1235 LW ;
FILED FOR RECORD ON THE _ /TH DAY OF MARCH A.D. 2006 11:57 A .M. |
DULY RECORDED ‘SE 8TH DAY OF MARCH A.D. 2006 2:00 P.M
pr: A\ 118’ l\ L({A/ .oevory DIANNE 0. FLOREZ, COUNTY CLERK ,
‘) LYy = ' REEVES COUNTY, TEXAS |

i
.
&
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File No.

©,

O

212[ [ plo

L]

Date Filed:

I

Jerry E Parterson, Commissioner
e\ g

By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full. tru and carrect photographic copy of the
original record now in my lawful custody and possession, as the iﬁg%s

:’incrcecogsfgﬂ n;zaunfn;jeﬁ:.?s of rn O'P'n.,E fi .,Ea .i R%

/fiﬁ | hereby certified on __] HARCH 10 2@6
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FILE# 1875

NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU MAY

REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM THIS INSTRUMENT
BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS: YOUR SOCIAL SECURITY
NUMBER OR YOUR DRIVER'S LICENSE NUMBER.

General Land Office
Relinquishment Act Lease Form

Austin, Texas

OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this __3rd _ day of April 2006 _ |, bet the State of Texas, acting
by and through its agent, __LOWE ROYALTY PARTNERS, LP

of i Tex. g
(Give Permanent Address)

said agent herein referred to as the owner of the soil (whether one or more), and _ PPC ENERGY, L.P.

of __440 Louisiana, Suite 430, Houston, Texas 77002 hereinafter called Lessee.
(Give Permanent Address)

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements o be paid, kept and
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, 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:

BL! T IP Y

Section 12: NE/ANW/4, AS TO ALL DEPTHS

containing 40.00 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: __TWO THOUSAND SEVEN HUNDRED AND NO/100
Dollars ($__2,700.00 )

To the owner of the soil: _TWO THOUSAND SEVEN HUNDRED AND NO/100
Dollars ($__2,700.00 )

Total bonus consideration: _FIVE THOUSAND FOUR HUNDRED AND NO/100
Dollars ($ 5,400.00 )

The total bonus consideration paid represents a bonus of __Three Hundred and No/100
Dollars ($__300.00 ) per acre, on 18.00 net acres.

True and Correct
copy of
Original filed in

Reeves Gounty
Clerks Office




% A BOOK 729 PAGE 239

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of two (2) years from
this date (herein called “primary term”) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used
in this lease, the term "produced in paying quantities® means that the receipts from the sale or other authorized commercial use of the substance(s)
covered exceed oul of pocket operational expenses for the six months last past.

3. DELAY RENTALS. If no well is commenced on the leased premises on or before ane (1) year from this date, this lease shall terminate,
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 DIRECTLY TO LESSOR)

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 addition,
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like 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 date. Payments under this paragraph shall be in the following amounts:

To the owner of the soil: __TWO THOUSAND SEVEN HUNDRED AND NO/100
Dollars (S__270000 )

To the State of Texas: ___TWO THOUSAND SEVEN HUNDRED AND NO/100
Dollars ($ 2,700.00 )

Total Delay Rental: _____FIVE THOUSAND FOUR HUNDRED AND NO/100
Dollars (8. 5,400.00 )

In a 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 paragraph (or its successor bank) should
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accepl rental, Lessee shall not be
held in default for fallure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper
recordable instrument naming another bank as agent to receive such payments or tenders.

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause 0 be paid one-half (1/2) of the royalty
;:m:\rh:lcacif for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty 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 hereinafter provided,
shall be __1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royally owners through an adequate oil
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons 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 gas), which is defined as all hydrocarbons and gaseous substances not
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thereof, at the
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for
gas of comparable quality In the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the grealer;
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14,65 pounds per square inch absolute,
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific
gravity according lo tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid
hydrocarbons shall be ___1/4 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 Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the
greater, of the total plant production of liquid hydrocarbons attributabie to the gas produced from this lease; provided that if liquid hydrocarbons are
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing
agreement negotiated at arm'’s length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepling liquid
hydrocarbons) whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, burning or any other processing shall be 1/4 part of
the gross production of such products, or the market value thereolf, at the option of the owner of the soll or the Commissioner of the General Land Office,
such market value 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,

True and Correct
copy of
Original filed in
Reeves County
Clerks Office




5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this
paragraph, the delay rental amount shall be one doliar ($1.00) per acre.

6. ROYALTY IN KIND. Notwithstanding any other provision In this lease, at any time or from time to time, the owner of the soil or the
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General
Land Office’s right to take its royalty in kind shall not diminish or negate 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 agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements
for severance laxes and production related costs.

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 to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed;
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entities the royalty owners to a
royalty under this lease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production,
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents,
records or reports confirming the gross production, disposition and market value including gas meter readings, 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 or agent
to aclt 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 showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays
his royalty on or before thirty (30) days after 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 a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interes! will begin to accrue when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing
royalties to be paid as prescribed by the due date provided herein, Payment of the delinquency penalty shall in no way operate to prohibit the State's
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in
cases of title dispute as to the State's portion of the royalty or to that portion of the royaity in dispute as to fair market value.

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office
with its best possible estimate of ull and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with coples 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 lo the production,
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells,
tanks, pools, melers, and pipelines shall at all times be subject lo inspection and examination by the Commissioner of the General Land Office, the
Attomey General, the Govemor, or the representative of any of them.

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

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in
the General Land Office.
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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 after the discovery and
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause,
Lessee’s rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60)
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance
with the shut-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary temn, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operalions thereon, this lease shall remain in force so long as operations on
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions 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 thereafter as oil and/or gas is produced
in paying quantiies from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice
to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oll or gas royalty an amount equal to
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar
($1.00) per acre. To be effective, 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 to produce oll or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) lo the Commissioner of the General Land Office and one-
half (1/2) to the owner of the soil. If the shut-in oll or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall
extend the term of the lease 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 ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease Is kept in effect by payment of the shut-in il or gas royalty, oil or gas is
sold and delivered in paying quantties from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing
reservoir, or in any case in which drainage Is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but
the lease shall remain effective for the remainder of the year for which the royaity has been paid. The Lessee may maintain the lease for four more
successive years by Lessee paying compensatory royaity at the royalty rate provided in the lease of the market value of production from the well causing
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soll, beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in
Texas 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 satisfy the obligation to drill offset wells.

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration dale 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 a well
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production
purposes o a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for
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production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes.
Notwithstanding the termination 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 1 hereof, together with easements and rights-of-way for
exisling 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 oll, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the event this lease Is in force and effect two (2) years after the expiration date of the primary or extended term it shall
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 (1/2) of the
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in
paying quantities from such deeper depths covered by this lease.

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

17. 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 drill to a depth necessary to prevent undue drainage of
oil and gas from the leased premises. In addition, if oll and/or gas should be produced in commercial quantities within 1,000 feet of the leased 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 after the draining well 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 to forfeiture. Only upon the determination
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory
parameters salisfy the obligation to drill an offset well or wells required under this paragraph,

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant 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, rule or regulation of govemment authority, then while so prevented, Lessee’s obligation to comply with such
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be
extended while Lessee 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 term
in the absence of such drilling or reworking operations or production of oil or gas. M&M 40? )
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taxes or other liens on the leased premises. 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 and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner 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 to be paid to the owner of the soll shall
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the ruyalties 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 Commissi of the G | Land Office, Lessee or his authorized representative must submit to the Commissioner of the
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided
interest not 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 Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less
than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total
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 upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres
actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes
for waterflood operations without the prior consent of the owner of the soil.

22, AUTHORIZED DAMAGES. Lessee shall pay the owner of the soll for damages caused by its operations to all personal property,
improvements, livestock and crops on said land.
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23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth.

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to 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 all proper safeguards to prevent pollution. Without
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage,
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. 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 Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery,
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either
party to thla 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
tatives, succ and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of
Lessae diminish the rights, privileges and estates of Lessee, impair the effectiveness 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 royalties shall bind Lessee for any purpose until thirty (30) days
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes 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) when the ownership changed because of a
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent
obligations under this lease. If this lease is assigned in ils entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), If the owner of the soll acquires this lease in whole or in
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soll if the
assignee is:

(1) a nominee of the owner of the soil;

(2) a corporation or subsidiary in which the owner of the soll 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 employee of such a partnership;

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

(5) a partner or employee in a partnership which is the owner of the soll;

(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) a 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 and Paragraph 29, Lessee may at any time execute and deliver to the
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is propery surrendered, the
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease
immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the
surrender of such acreage.

29, FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release 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
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the
Commissioner of the General Land Office.

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

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facls 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 soll is obligated to put the State’s
interests before his personal interests,
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32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an
authorized agent should knowingly make any false retumn or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any
offset well or wells in good faith as required by law and the rules and regulations adopled by the Commissioner of the General Land Office, or if Lessee
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the 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 operations, or if Lessee or
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to fumish the General
Land Office a comrect log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject lo forfeiture by the
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as walving the automatic termination of this
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, 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
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to
execule and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee’s acquisition of this lease.

Should the Commissioner at any time determine that this representation is not true, 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 terms as 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 lease
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the
execution requiremenits stated in Texas Natural Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soll, their officers, employees, partners,
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any 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 to, all losses and

p which are d by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees lo be liable for, exonerate, indemnify,
defend and hold harmiess the State of Texas and the owner of the soll, their officers, employees and agents, their successors or assigns, against 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 theory including tort, contract, or strict liability, including attomeys’ fees and other legal expenses, including those related 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 related to Lessee’s operations or any other of Lessee's activities on the leased premises; those arising from Lessee's use of the
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement
or any other act or omission of Lessee, its directors, officers, employees, pariners, agenis, contractors, subcontractors, guests, invitees, and their
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and
hold harmless the State of Texas and the owner of the soll, their officers, employees, and agents in the same manner provided above in connection with
the activies of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF
THE INDEMNITY OBLIGATIONS AND\OR 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 PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE.

36, ENVIRONMENTAL HAZARDS., Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or
pollution of any environmental medium, including soll, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials,
hazardous substances (as the term “Hazardous Substance"” is defined in the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials”), except
ordinary 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, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) 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 SOIL OR GROUND 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 CONFORMANCE WITH THE REQUIREMENTS OF
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL 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 OR SUSPECTED BREACH OF THIS
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PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.
37. APPLICABLE LAW. This lease is issued under the provisions 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 requirements found in Paragraph 39 of this lease have been satisfied, the effective date
of this lease shall be the date found on Page 1.
39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereol must be filed in the General Land
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall
accompany such certified copy to the General Land Office.
40. EXHIBIT “A". This lease is made subject to the geological and seismic requirements attached hereto as Exhibit "A",
LESSEE: PPC ENERGY, L.P., BY ITS MANAGING GENERAL PARTNER,
PRIEST PETROLEUM CORPORATION
BY: _ % ..’_25—«--‘ 2
Title: __Roy O. Priest, President
Date: Ape. \ 5 200k
STATE OF TEXAS
LOWE ROYALTY PAR S, LP, AGEN] FOR THE
STATEﬁF/a: i
BY: '
| /
name: MARY RALPH LOWE ;
mme: MANAGING PARTNER ‘
Date: H Pr‘ l 3‘. ‘;\OO(ﬂ
STATE OF TEXAS ) (CORPORATION ACKNOWLEDGMENT) i
COUNTY OF HARRIS } 1
BEFORE ME, the undersigned authority, on this day personally appeared ROY Q. PRIEST I
known to me to be the person whose name is subscribed to the foregoing instrument as PRESIDENT OF PRIEST PETROLEUM CORPORATION, |
EM PARTNER O RGY,LP., ]
a Texas limited partnership, and acknowledged to me that he executed the same for the purposes and consideration therein expressed, in the capacity
stated, and as the act and deed of said limited partnership. |
~ |
S wmediparl |
Given under my hand and seal of office this the day of ’ , 2006.
7 DOZY CRYER
Notary Public, State of Texas
Yot My Commission Expires
ZATANS January 30, 2010 8
|
e v d'}'
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STATE OF TEXAS } (ACKNOWLEDGMENT)
COUNTY OF HARRIS )

BEFORE ME, the undersigned authority, on this day personally appeared M A 'Q y B AL p L/ LOUJL
known to me to be the person whose name is subscribed to the foregoing ir it as fY] ﬂ MPI (‘)‘I 'UL" ‘Pﬁ QTN‘ £ {L

of __LOWE ROYALTY PARTNERS,LP __ a limited partnership, and acknowledged to me that he/she executed the
same for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said limited partnership.

Given under my hand and seal of office this the 3 day of A W 2006.

Notary Public in and for the State of Texas

True and Correct
copy of 5
Original filed in :

Reeves County
(‘Le.:k.s.ﬂﬁma.__...___.a
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Exhibit “A"

Attached to and made a part of that certain Oil and Gas Lease
dated effective April 3, 2006 as entered into
by and between Lowe Royalty Partners, LP and PPC Energy, L.P.

GEOLOGICAL REQUIREMENTS

Please furnish the following information to the addresses as indicated below:

WELL & GEOLOGICAL & REGULATORY DATA LAND INFORMATION DIVISION ORDER AND

INFORMATION TO: AND FORMS TO: and AGREEMENTS TO: TITLE DOCUMENTS TO:

Maralo, LLC Maralo, LLC Maralo, LLC Maralo, LLC

Attn: Daniel Stephens Attn: Fred Sander Attn: Kathy Norberg Attn: Bill Solomon

5151 San Felipe, Suite 400 5151 San Felipe, Suite 5151 San Felipe, Suite 5151 San Felipe, Suite 400

Houston, Texas 77056 400 400 Houston, Texas 77056

713-622-5420 ext. 210 Houston, Texas 77056 Houston, Texas 77056 713-622-5420 ext. 203

dstephens@maralo.com 713-622-5420 ext. 208 713-622-5420 ext. 204 billsolomon@maralo.com
fredsander@maralo.com

Required Data: (One Copy Each)
1. All regulatory body forms 5. Copy of Title Opinion(s).

kathynorberg@maralo.co
m

2. Final mud logs (logs can be faxed to (713)960-1672 or 6. Unit/Com Agreements, etc.

emailed to danielstephens@maralo.com).

3. Field and final prints and LAS format floppy disc of all
open hole logs and any other logs.

4. DST with fluid and gas analysis.

Daily Requirements:

DRILLING REPORT via FAX Daily by 9:00 a.m. Fred Sander at 713-960-1672
Other Requirements:
L LA
.
1 Notification prior to DST, logging and coring to one of the following people: Daniel Stephens or Tom Martinsen at *ehe
713-622-5420. .
: - . . .
2, Open Hole Log Delivery: . e
If using Schlumberger, have Schlumberger send .LAS and .PDS file to Maralo LLC's drop box at Schlumberger's sese
website (slb.com)-- otherwise email .LAS file to danielstephens@maralo.com and fredsander@maralo.com. P
.
LA LN
esee
LR L]
1 * . o L

When

DRILLING REPORT via E-MAIL Daily by 9:00 a.m.

To

Fred Sander at fredsander@maralo.com
AND TO

Daniel Stephens at danielstephens@maralo.com

copy of
Original filed in
Reeves County
Clerks Office
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3. Monthly production and sales reports should be sent to Machelle Shigley at 5151 San Felipe, Suite 400 Houston,
TX 77056 or emailed to mshigley@maralo.com .

4. All land/title related information/documents should be sent to Kathy Norberg at 5151 San Felipe, Suite 400
Houston, TX 77056 or e-mailed to kathynorberg@maralo.com .

5. All title opinions, including division order title opinions, should be sent to Bill Solomon at 5151 San Felipe, Suite
400 Houston, TX 77056 or e-mailed to billsolomon@maralo.com .
of seismic prospect.

SEISMIC REQUIREMENTS
Should you or your contractor conduct seismic operations on the leased premises the following shall apply:

1s Lessor does not warrant title to the leased premises and Lessee will be solely responsible for all of its operations
hereunder. In connection therewith, Lessee shall pay Lessor for and indemnify and hold lessor harmless against any and all
loss, damage, liability, cost or expense, including fines, penalties, and reasonable attorney’s fees, on account of injuries to or
death of persons, damage to property of any kind, pollution or other damage to the environment or the violation of any law, rule
or regulation, arising wholly or partially out of or in connection with or resulting from the exercise of any of the rights granted
herein or any action hereunder by lessee its agents, employees, contractors, subcontractors or other representatives,
irrespective of any negligence, strict or absolute liability or fault of lessor and in the event of any suit or other proceeding against
lessor on account thereof, lessee shall, at lessor's request, appear and defend same, and lessee shall pay any assessment or
judgment which may be rendered against lessor therein.

2. Lessee will notify Lessor when and where operations are to begin.
3. Lessee will provide evidence of adequate insurance.
4. If lessor owns the surface of the leased premises lessee will restore the leased premises to its former condition insofar

as reasonable. Every effort will be made by contractor to minimize damages.

5. Thirty (30) days after completion of lessee’s seismic operations across the leased premises lessee agrees to furnish
lessor free of cost with the following data across the leased premises and within one mile of the leased premises:

a) Maps: 1" - 2,000' base showing all shotpoint and receiver stations within the permitted area. In the case of a
3-D Survey, a 1" - 2,000’ base showing location of all final 3D migrated in lines and cross-lines within lessee's
or lessee’s contractor's permit outlined on the attached plat.

b) Support Data: Observer reports and a SEG-P1 diskette for all shots and receivers contributing to CMP's under
the lessee's or lessee’s contractor's permit outlined on the attached plat.

c) As soon as the final data processing is available to lessee, lessee agrees to furnish lessor, free of all cost, a
tape of the final migrated dataset, a tape of the D.M.O. stacked dataset, and a floppy disk of the D.M.O.
stacking velocities. Lessee further agrees to furnish lessor field tape copies of all shots contributing to CMP’s
under lessee's permit outline. All tapes need be in SEG Y format (9 track tapes for field data and 8mm or 9
track tapes for stacked/migrated data) or whatever media are mutually acceptable. Please furnish a copy
thereof to the attention of Tom Martinsen, 5151 San Felipe #400, Houston, Texas 77056, no later than ninety
(90) days after completion of seismic prospect.

6. Lessee will furnish to lessor the information and data requested above, provided lessor acknowledges that lessee shall
not be responsible for or held to account to any party for the accuracy of such information or data.

REEVES COUNTY, TEXAS
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T. VERNE DWYER
OIL & GAS INVESTMENTS
OFFICE 500 WEST WALL, SUITE 310 FAX
A32) 684-7933 MIDLAND, TEXAS 79701 432) 684-4032

August 15, 2005

Certified, Return Receipt Requested

Commissioner of the

Texas General Land Office

1700 North Congress Avenue

Room 640

Austin, Texas 78701 -

Attn: Minerals and Leasing Department

RE: Request for Approval of Oil and Gas Lease Dated August 1, 2005, Covering the
NE/4ANW/4 of Section 12, Block 57, Township 2, T&P RR Co. Survey, Reeves
County, Texas (Mineral Classified Lands)

Gentlemen:

Please find enclosed for your review a certified copy of the referenced Oil and Gas Lease
by and between the State of Texas, acting by and through its agent, William Edward LaSell,
a/k/a Bill LaSell, Individually and as Personal Representative of the Estate of Jean Hamilton
LaSell, Deceased, as Lessor, and PPC Energy, L.P., as Lessee, said lease being recorded in
Volume 708, Page 92 of the Official Public Records of Reeves County, Texas. The specific
information required by your office is set forth below:

1) The Lessor shown above is the owner of a fifty percent (50%) interest
under the lands included in the lease.

2) The bonus paid for the lease is $100.00 per net acre.
3) The lease provides for a primary term of three (3) years.
4) The paid-up rental per acre is $1.00 per net mineral acre per year, as set

forth on Exhibit “A” attached to the lease.

5) The royalty is one-fifth (1/5).

LA ZLE Y]
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Commissioner of the
Texas General Land Office
August 15, 2005

Page Two

As required, you will also find enclosed the following checks:

> Priest Petroleum Corp.’s check number 1038 dated August 1, 2005, in the
amount of $1,020.00, payable to the Texas General Land Office,
representing the GLO’s share of the lease bonus (20 net acres x $100.00
per acre = $2,000.00 x 50% = $1,000.00) and paid-up rentals (20.00 net
acres x $1.00 per acre x 2 years = $40.00 x 50% = $20.00).

> Priest Petroleum Corp’s check number 1039 dated August 1, 2005, in the
amount of $100.00, payable to the Texas General Land Office for the
processing fee.

> Priest Petroleum Corp.’s check number 1040 dated August 1, 2005, in the
amount of $25.00, payable to the Texas General Land Office for the filing
fee.

After this lease has been approved, please forward a letter to this office showing the
mineral file number for the lease.

Thank you for your consideration in this regard. Should you need additional information,
or if there are questions concerning this matter, please do not hesitate to call me at (432) 684-
7933.

Very truly yours,
T. Verne Dwyer

AL
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T. VERNE DWYER
OIL & GAS INVESTMENTS
OFFICE 500 WEST WALL, SUITE 310 FAX
(A432) 6B4-7933 MIDLAND, TEXAS 79701 (432) 684-4032

November 9, 2005

Certified, Return Receipt Requested

Texas General Land Office
1700 North Congress Avenue, Room 640
Austin, Texas 78701

Attn: Mr. Drew Reid

RE: Oil and Gas Lease Dated August 1, 2005, Between the State of Texas, Acting By and
Through Its Agent, William Edward LaSell, a/k/a Bill LaSell, Individually and as
Personal Representative of the Estate of Jean Hamilton LaSell, Deceased, as Lessor,
and PPC Energy, L.P., as Lessee, Covering the NE/4NW/4 of Section 12, Block 57,
Township 2, T&P RR Co. Survey, Reeves County, Texas
(Mineral Classified Lands)

Dear Drew:

Please refer to my letter to you dated August 15, 2005, wherein a certified copy of the
above lease was submitted for GLO approval. You subsequently advised that this lease would
not be approved on the terms submitted unless it contains a depth limitation.

We have secured an Amendment of Oil and Gas Lease effective August 1, 2005, from
Mr. LaSell which adds a depth limitation to the lease, being “limited in depth from the surface to
the base of the Brushy Canyon formation”. A certified copy of the amendment which is
recorded in 714, Page 652 of the Official Public Records of Reeves County, Texas, is enclosed

for your review. o o
' - =
Please provide our office with the mineral file number for this lease when it hgs béen
assigned. e O
r i
Very truly yours, o =
q L
2/ 5 o O
"b—-\_-___— g Py
T. Verne Dwyer
..' ... :.. .El .EI ‘E.
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OFFICE

T. VERNE DWYER
OIL & GAS INVESTMENTS
S00 WEST WALL, SUITE 310 FAX

* (432) 684-7933 MIDLAND, TEXAS 79701 (432) 684-4032

March 14, 2006

Certified Mail, Return Receipt Requested

Commissioner of the Texas General [Land Office
1700 North Congress Avenue, Room 640
Austin, Texas 78701

Attn: Mr. Drew Reid

RE:

Request for Approval of Oil and Gas Lease Dated February 6, 2006, Between The
State of Texas, Acting By and Through Its Agent, Ann Cremin Fiala, Individually and
as Independent Executrix of the Estate of Walter C. Cremin, Deceased, as Lessor, and
PPC Energy, L.P., as Lessee, Covering the NE/ANW/4 of Section 12, Block 57,
Township 2, T&P RR Co. Survey, Reeves County, Texas, From the Surface to the Base
of the Brushy Canyon Formation

(Mineral Classified Lands)

Dear Drew:

For your review and further handling, enclosed please find the following information

pertaining to the captioned lease:

1) A certified copy of the referenced lease which is recorded in Volume 726,
Page 381 of the Official Public Records of Reeves County, Texas. The
specific lease information required by your office is set forth below:

e The Lessor shown above is the owner of a 5% interest under the lands
included in the lease. -

e The bonus is $100.00 per net acre.
e The lease provides for a primary term of three (3) years.

e The paid-up rental is $1.00 per net mineral acre per year, as set forth on
Exhibit “A™ attached to the lease.

e The royalty is 1/5.
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Commissioner of the Texas General Land Office
March 14, 2006
Page Two

As required, you will also find enclosed the following checks:

e Priest Petroleum Corporation’s check number 11452 dated February 24,
2006. in the amount of $102.00, payable to the Texas General Land Office,
representing the GLO’s share of the lease bonus (2.0 net acres x $100.00 per
acre = $200.00 x 50% = $100.00) and paid-up rentals (2.00 net acres x $1.00
per acre x 2 years = $4.00 x 50% = $2.00).

e Priest Petroleum Corporation’s check number 11453 dated February 24,
2006, in the amount of $100.00, payable to the Texas General Land Office for

the processing fee.

e Priest Petroleum Corporation’s check number 11451 dated February 24,
2006, in the amount of $25.00, payable to the Texas General Land Office for
the filing fee.

Upon the GLO’s acceptance of this lease, please provide this office with an approval letter
and the mineral file number.

Thank you for your consideration in this regard. Should you need additional information,
please do not hesitate to call me at (432) 684-7933.

Very truly yours,
T. Verne Dwyer

Jws
Enclosures
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* 40667 COMMISSIONER OF THE TEXAS CHECK NO. 11452
ACCT VOUCHER INVOICE INVOICE
MO/ YR NUMBER DATE NUMBER GROSS AMOUNT DISCOUNT NET AMOUNT
02/06 0000014084 02/20/06 LEASE BONUS 02200 102.00 .00 1082 .00
: TOTAL FOR CHECK 6% 102.00
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REORDER 805 + U.S. PATENT NO. 5535280, 5575508, 5641183, 5T8535], 5884364, 6030000

s 10667 COMMISSIONER OF THE TEXAS 06032235 CHECK NO. 11451

.
ACCT VOUCHER INVOICE INVOICE ‘
MO/YR NUMBER DATE NUMBER GROSS AMOUNT DISCOUNT NET AMOUNT |
02/06 0000014086 02/20/06 FILING FEE 022006 25.00 .00 25.00 |
]
TOTAL FOR CHECK }( 25.00 |
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COMMISSIONER OF THE TEXAS

RECROER %05 « U.S. PATENT NO, 5538200, 8575508, 5641183, 57TR535), 5984384, 6030000

CHECK NO. 11453

10667

»

ACCT

VOUCHER
NUMBER

INVOICE
DATE

INVOICE
NUMBER

GROSS AMOUNT
100.00

DISCOUNT

.00

NET AMOUNT
100.00

MO/ YR
02/06 0000014085 02/20/06 PRECESS FEE 02200

TOTAL FOR CHECK

ﬁ“/d&f ¥roleum Corpt

/X/ 100.00
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OFFICE
(432) 684-7933

T. VERNE DWYER
OIL & GAS INVESTMENTS
500 WEST WALL, SUITE 310

FAX

MIDLAND, TEXAS 79701 (432) 6B84-4032

April 18, 2006

Certified, Return Receipt Requested

Commissioner of the
Texas General Land Office
1700 North Congress Avenue

Room 640

Austin, Texas 78701

Attn: Mr. Drew Reid

RE: Request for Approval of Oil and Gas Lease Dated April 3, 2006, Between the State
of Texas, Acting By and Through Its Agent, Lowe Royalty Partners, LP, as Lessor,
and PPC Energy, LP, as Lessee, Covering the NE/4ANW/4 of Section 12, Block 57,
Township 2, T&P RR Co. Survey, Reeves County, Texas (Mineral Classified Lands)

Dear Drew:

Please find enclosed for your review a certified copy of the referenced Oil and Gas Lease,
said lease being recorded in Volume 729, Page 234 of the Official Public Records of Reeves
County, Texas. The specific information required by vour office is set forth below:

1)

2)
3)

4)

3)

6)

The Lessor shown above is the owner of a 45% interest under the lands
included in the lease.

The bonus paid for the lease is 300.00 per net acre.
The lease provides for a primary term of two (2) years.

The second year rental, due and payable on or before April 3, 2007, is
$300.00 per net mineral acre.

The royalty is one-fourth (1/4).

Exhibit “A™ attached to the lease contains geological and seismic
requirements which were added by the Lessor.



Commissioner of the
Texas General Land Office
April 18, 2006

Page Two

As required, you will alse find enclosed the following checks:

> Priest Petroleum Corporation’s check number 11384 dated January 27,
2006, in the amount of $2.700.00, payable to the Texas General Land
Office, representing the GLO’s share of the lease bonus (18 net acres x
$300.00 per acre = $5.400.00 x 50% = $2,700.00).

> Priest Petroleum Corporation’s check number 11386 dated January 27,
2006, in the amount of $100.00, payable to the Texas General Land Office
for the processing fee.

» Priest Petroleum Corporation’s check number 11385 dated January 27,
2006, in the amount of $25.00, payable to the Texas General Land Office
for the filing fee.

After this lease has been approved by the GLO, please forward a letter to this office
showing the mineral file number for the lease.
Thank you for your consideration in this regard. Should you need additional information,

or if there are questions concerning this matter, please do not hesitate to call me at (432) 684-
7933.

Very truly yours,

7

T. Verne Dwyer

WS
Enclosures



REORDER 905 » U.S. PATENT NO. 5538290, 5575508, 5641183, 5785353, 5964364, 6030000

LS

.
10216 ' THE STATE OF TEXAS 06037747 ‘ CHECK NO. 11385

ACCT VOUéHER INVOICE INVOICE
MO/YR NUMBER DATE NUMBER GROSS AMOUNT DISCOUNT NET AMOUNT
01/06 0000013918 01/23/06 LEASE BONUS-JAN 0 25.00 .00 25.00

TOTAL FOR CHECK 25 ;00




REORDER $05 = U.S. PATENT NO, 5538200, 5575508, 5641183, 5705353, 5084384, 6030000

10216 THE STATE OF TEXAS 06037746 CHECK NO. 11386
ACCT VOUCHER INVOICE INVOICE
MO/ YR NUMBER DATE NUMBER GROSS AMOUNT DISCOUNT NET AMOUNT
01/06 0000013917 01/23/06 LEASE BONUS/JAN-0 100.00 .00 100.00
TOTAL FOR CHECK 100.00
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REORDER 905 = US. PATENT NO, 5538290, 5575508, 5641183, 5785353, 5684364, 8030000

10216 , THE STATE OF TEXAS e e CHECK NO. 11384
L]
ACCT VCUCHER INVOICE INVOICE uouorrao .
MO/ YR NUMBER  DATE NUMBER GROSS AMOUNT  DISCOUNT NET AMOUNT
01/06 0000013916 01/23/06 LEASE BONUS JAN-0 2700.00 .00 2700.00
2700.00

TOTAL FOR CHECK

@(\f’s* Vet CorP
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Jerry E. Patterson, Commissioner

Date Filed:
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‘FILE# 4756

AMENDMENT OF OIL AND GAS LEASE

STATE OF TEXAS }

COUNTY OF REEVES )

WHEREAS, reference is hereby made to that certain Oil and Gas Lease dated August 1,
2005, between the State of Texas, acting by and through its agent, William Edward LaSell,
a/k/a Bill LaSell, individually and as Personal Representative of the Estate of Jean Hamilton
LaSell, deceased, as Lessor, whose address 1s 9374 Raintree Drive, Columbus, Indiana 42701, and
PPC Energy, L.P., as Lessee, whose address is 440 Louisiana, Suite 430, Houston, Texas 77002,
recorded in Volume 708, Page 92 of the Official Public Records of Reeves County, Texas
(hereinafter referred to as the “lease™).

NOW, THEREFORE, for and in consideration of the sum of TEN AND OTHER
DOLLARS ($10.00) and other good and valuable consideration, the receipt and sufficiency of which

are hereby acknowledged, it is agreed between the Lessor and Lessee that the lease shall be amended
as follows:

The legal description of the leased lands as shown in Provision #1 of the lease

(Granting Clause) shall be deleted in its entirety and replaced with the following
description:

“Block 57, Township 2, T&P RR Co. Survey

Section 12: NE/4NW/4

limited in depth from the surface to ile base of the Brusiy Canyon formation™

Except as amended hereby, said lease shall remain unchanged, and for the consideration
above recited, Lessor hereby ratifies, confirms and adopts said lease as hereby amended, and
acknowledges that the same is valid, subsisting and in full force and effect.

This agreement shall be binding upon and shall inure to the benefit of the respective heirs,
successors, legal representatives or assigns of the parties hereto.

EXECUTED this 2t day of September, 2005, but effective for all purposes as of
August 1, 2005.

/ ,
LESSOR: / /-//Z,VM

William Edward LaSell, a/k/a Bill LaSell,
Individually and as Personal Representative of the
Estate of Jean Hamilton LaSell, Deceased

LESSEE: PPC ENERGY, L.P.

7~
By: 7‘////}3@7

RGy O. Priest, President

Page 1 of 2

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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STATE OF INDIANA }

}
COUNTY OF BARTHOLOMEW }

4] 5k
This instrument was acknowledged before me on the Al = day of September, 2005,
by William Edward LaSell, a/k/a Bill LaSell, Individually and as Personal Representative of
the Estate of Jean Hamilton LaSell, for the purposes and consideration therein recited and in the

capacities therein stated.

Notary Public, State of Indiana

._))))))»)»)))»)»)»)»)2Ké);::;»1»:)}»»»»i
Notary Public,State of 1o anal X

Bartholomew Gounty. - ¢ E
My Commisslon Expiras 4 9 2008 3

STATE OF TEXAS }

}

COUNTY OF HARRIS }
This instrument was acknowledged before me on the IOHJ day of Of‘nJV[’f ,

2005, by Roy O. Priest, as President of PPC Energy, L.P., a Texas limited partnership, who
acknowledged to me that he executed the same for the purposes and consideration therein expressed,
in the capacity therein stated, and as the act and deed of said limited partnership.

—— Lﬁm)mb il ;14-5111‘?'«1/

otary Public, State of Texas

i Nolory Public, State of Texas
; My Commission Expires
February 04, 2006

AWY PRUVES i HERLIN S Ll i ul!.., 'féﬂfﬂ, 7
OR USE B¢ 1! w30 05T SEOAUSE O COLDE
DR RACE 13 i U ANt N Lemor LNFR EFDERAL
FILE NO. 4756 e
FILED FOR RECORD ON THE 18TH pay or OCTOBER A.D. 2005 4:02 P. 4
DULY RECORDED oN TEE * 24TH DAY OF OCTOBER A.p. 2005 10:00 A.
s Z U AL ST 1L, DEPUTY

True and Correc
copy of
Original filed it
Reeves Cour

Clerks Offi
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File No.

I

erson, Commissioner

erry E. PJtt

By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful custody and possession, as the ?Tzis
(W

filed/recorged in the publig records of my office. found in VOL.
PAGE q.gfmnu 65'35_ bFFICIHZCB

%, | hereby cerifiedon OCTOBER 25, 2005
X% DIANNE 0. FLOREZ GOUNTY LERK
£ § REEVES

5 g



GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

August 8, 2006

ATTN T. VERNE DWYER
PRIEST PETROLEUM CORP
440 LOUISIANA ST. SUITE 430
HOUSTON TEXAS 77002

Re:  RELINQUISHMENT ACT LEASE NO. MF105826.

SECTION 12: NE/4 NW/4,BﬂOCK 57, TOWNSHIP 2, T&P RR CO. SURVEY,
CONTAINING 40.00 ACRES,;Reeves County, Texas

Dear Mr. Dwyer,

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 MF105826. Please refer to this number
in all future correspondence concerning the lease.

Your remittance of $1,125.00 has been applied as the state's portion of the cash bonus $1,000.00,
along with a processing and filing fee in the amount of $125.00. Please let me know if you should
have any questions.

Sincerely,

Direw 2&:12 f

Drew Reid
Minerals Leasing

Energy Resources
(512) 475-1534

1 ms~

MS/DR

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.glo.state.tx.us
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Permit Summary Page 1 of 1

. Permit Hub Page A drillinginfo
Permit Summary Report a Problem I
[ API Number:[42-389-32373 i Lease]|[LASELL STATE ]
| Operator][PRIEST PETROLEUM CORPORATION |[  Total Depth:{[6300 |
[ Date Issued][Jul 28, 2005 |[ Well Number][3 |
[ Location:|[Reeves County, Texas [ Type / Status][Type: Active Permit, Status: well location |

Relational Data

Well History / One-Page Production Summary - A complete history of this well broken out by lease.
Related Filings - Links to all permits, completions, production for this wellbore.

Stratigraphic Column - Image of the stratigraphic layers near this well.

Play Data - USGS based play information near this well.

Well Logs - Find out what logs are available and order them online.

Well or Field Research - Send a researcher to find more data.

Tag this element - Add your own proprietary data to this DI element with Mylnfo.

Items of Interest in this Area

Fusselman/Devonian Midland Basin
1,317 wells,11 markers,cores,thinsections,maps,x-sections

Siluro-Devonian of the Northern Tobosa Basin
3,200 wells, 19 markers, cores,maps,fld. maps,x-sections

GeoDigital Information, LLC

Local Expert Listings

Looking for an expert in this area? Check out Drillinginfo's new "Local Expert Listings" to find a
consultant who does work in this county. Just pick a category below.

Drilling Engineer | Geologist | Geophysicist | Landman | Reservoir Engineer

help | about us | contact us | careers | advertise
© 2007 Drilling Info, Inc. All rights reserved. All data and information is provided "As Is"

and subject to the subscription agreement.

Close

http://www0.drillinginfo.com/clickPermit.isp?id=894786&hashcode=4x1421184z41k6n31...  3/12/2007



Permit Detail Page 1 of 1

) WE" Permit Details Report a Problem |

View permit: PDF Document 1

Buy a faxed copy of the original permit and plat Find research services
Purpose of Filing:
Drill: Yes, Deepen Below: No, Deepen Within: No
. A . ) API #: 42-389-32373
Plug Back: No, Reenter: No, Horizontal: No Permit #: 603790

Directional: No, SideTrack: No, Amended Permit: No

Recomplete: No Rule 37 case:

Received Issued

Unknown 07/28/2005

RRC Operator# RRC District# County of Well
677560 8 Reeves

PRIEST gg?rgg_rETJal\Te Lease Name RRC Lease/ID# Well# Total Depth

CORPORATION LASELL STATE 3 6300

440 LOUISIANA STE 430 Section Block SLll'Vey Abstract #
12 57 T2 T&P RR CO/THOMAS, P 5701

HOUSTON. TX 77002 Located: 3.4 milesinaN Direction from ORLA

Distance from Proposed location to nearest lease or unit line:
Number of contiguous Acres in lease: 80.0

Fields
Field Name: MATTHEWS (LOWER CHERRY CANYON) Field Number: 58327500 (QOil)
Field Name: MATTHEWS (BRUSHY CANYON) Field Number: 58327075 (Oil)
Perpendicular surface location from two nearest designated lines:
Lease/Unit: 467.0' N & 467.0' E
Survey/Section: 467.0' N & 2200.0' W
Is this a pooled unit? No Substandard Acreage? No
Rule 36 (Hydrogen Sulfide area)? No Form h-9 filed? No
Remarks:
TOTAL NUMBER OF WELLS IN THE MATTHEWS (BUSHY Name and Title: TIFFANY
CANYON) ARE CHARGED FROM 3 TO 2 PER TIFFANY GRANT
GRANT, SO THIS FILING IS NO LONGER A RULE 38. DI USE: |Phone Number: 432-620-9181
3,12,13

Computed Lat: 31.867729 Long: -103.916801
Back

help | about us | contact us | careers | advertise

© 2007 Drilling Info, Inc. All rights reserved. All data and information is provided "As Is"
and subject to the subscription agreement.

httn://www( drillineinfo.com/nermitView.do?st=42& n=804786& hashcode=4x14211R474 _  3/12/2007



AP] No 42-389-32373 RAILROAD COMMISSION OF TEXAS FORM W-1 o72004
Drilling Permit # OIL & GAS DIVISION :
603790 Permit Status: Approved
SR Exe T APPLICATION FOR PERMIT TO DRILL, RECOMPLETE, OR RE-ENTER
‘ ; ) This facsimile W-1 was gencrated clectronically from data submiited to the
RRC. A certification of the automated data is availabic in the RRC's Austin
1. RRC Operator No. 2. Operator's Name (as shown on form P-5, Organization Repart) 3. Operator Address (include street, eity, state, zip):
677560 PRIEST PETROLEUM CORPORATION
4. |.ease Name 5. WellN
LASELL STATE s 3
GENERAL INFORMATION
6. Purpose of Mling {(mark AL appropriate boxes) x New Drill ad Recompletion O Reclass 8 Field Iransfer [0 Re-Enter
U Amended [] Amended us Drilled (BHL) (Also File Form W-1D)
7. Wellbure Profile (mark ALL appropriate boxes): & venical [J 1iorizontal (Also File Form W-1H) [J pirectional (Also File Form W-1D) O Sidetrack
8. Total Depth 9. Da you have the right to develop the ; ; s o
6300 mimm{:’:ndﬂ ln;rlgghlaf-wa;‘.’ P & Yes O No 10. [s this well subject to Statewide Rule 36 (hydrogen sulfide arca)? O ves No
SURFACE LOCATION AND ACREAGE INFORMATION
il. RRC Dustrict No. 12. Count
08 — REEVES 13. Surface Location X 1ana (] Bay/Eswary O inland Waterway [ oftshare
14, This well 15 10 be located 34 miles ina N direction from Orla which is the nearest town in the county of the well site,
15. Section 16. Block 17. Survey 18. Abstract No 19. Distance tv nearest lease line: | 20 Number of contiguous acres in
12 57 T2 T&P RR COITHOMAS, P A-5701 467 . | lease, pooled unii, or unitized wact. 80
21. Lease Perpendiculars. 467 i1 from the NORTH line and 467 ft from the E line.
22. Survey Perpendiculars: 467 1t from the NORTH line and 2200 ft from the WEST line.
23. Is this a pooled unit? [ ] Yes Na 24, Unitization Docket No: 25. Arc you applying for Substandard Acreage Field? O Yes {attach Form W-1A) X no

[RRC STAFF Jul 28, 2005 11:52 AM]: Total number of wells in the Matthews {Brushy Canyon) are changed from 3 1o 2 per
Tiffany Grant, so this filing is no longer a Rule 38.

RRC Use Only

Data

Validation Time Stamp:

Jul 28, 2005 11:52 AM( 'As Approved' Version )

FIELD INFORMATION _ Llist all flelds of anticlpated completion Including Wildcat. List one zone per line.
26. RRC |27 Fieid No. 28. Field Name (exactly as shown in RRC records) 29. Well Type 30. Completion Depth 31. Distance to Nearest 32 Number of Wells on
District No Well in this Reservoir this lease in this
Reservoir

08 58327075 MATTHEWS (BRUSHY CANYON) Oil Well 6300 1215.00 2

08 58327500 MATTHEWS (LOWER CHERRY CANYON) Qil Well 6300 1215.00 3
BOTTOMHOLE LOCATION INFORMATION is required for DIRECTIONAL, HORIZONTAL, AND AMENDED AS DRILLED PERMIT APPLICATIONS
Bemarks Certificate:

I certify that information stated in this application is true and complete, to the

best of my knowledge.

Tiffany Grant, Office Manager

Regulatory Jul 21, 2005
Name of filer Date submitted
(432)6209181 tgrant@cambranmgmt.com

Phone

E-mail Address (OPTIONAL)

Page 1 of 1
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