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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997

PATID UP
OIL AND GAS LEASE
THIS AGREEMENT Is made and entered Into this 3rd _day of _June 19.98 , between the State of Texas, acting by and through its
agent, WENDY DIANE WA S ANDERSON
Jzz BILL SE.
Grand Prairie TX 75050 said agent
i d (Give Permanent Address)
hereln referred to as the owner of the soll (whether one or more), and CLAY JOHNSON
203 W _-Wall Suite 800
Midland, TX 79701 »

(Give Permanent Address
hereinafier called Lessee.

I. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be pald, 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, to-wit:

West-Half (W/2) of Section 2, Block 38, PSL Survey.

This is a PAID UP LEASE. Subject to the other provisions hercin contained, this lease shall remain in force without rental pavments

or further payments other than royaltics herein provided for a term of five (3) vears from this date (called “primary term”), and so

long thereafter as oil or gas (either or both) is produced from said land or land pooled therewith, or the lease is otherwise maintained

as provided herein. The Depository Bank and amount listed in paragraph 3 below is in reference to the payment of minimum royvalty

in accordance with paragraph 5 below.

containing 320.1 acres, more or less. The bonus consideration paid for this lease is as follows:
To the State of Texas: SEVEN HUNDRED TWENTY AND 22/100
Dollars ($ 120 .22 )
To the owner of the soil: SEVEN HUNDRED TWENTY AND 22/100
Dollars ($ 720.22 )

Total bonus conslderation: ONE THOUSAND FOUR HUNDRED FORTY AND 44/100

Dollars ($ 1,440 .44 )

The total bonus consideration paid represents a bonus of FIFTY-FOUR AND NO/100
Dollars (§ 54.00 ) peracre, on 26, 6749 net acres.
L R ¥ TERM. Subject to the other provisions In this lease, this lease shall be for a term of five (5) years from this date

(h!fehf called "primary term®) and as long thercafler as oil and gas, or either of them, Is produced in paying quantities from said land.
£ aged in this lcase, the term "produced in paying quantities® means that the receipts from the sale or other authorized commercial use of the substance(s) covered
exeecd eut of pocket operational expenses for the six months last past.
-
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T eeee
vy To the owner of the soll: "THIRTEEN AND 34/1 00

i Dollars (§ 13.34 )
To the State of Texas: THIRTEEN-AND—34/100

o.f.lhe.ml.l.
. 1f the bank designated In this paragraph (or its successor bank) should cease lo exlst, suspend business, quuldm faill or
be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be held In defult for fallure to make such payments or tenders of
rental until thirty (30) days after the owner of the soll shall deliver to Lessce a proper recordable instrument naming another bank as agent to receive such payments
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4. PRODUCTION ROYALTIES. Upon production of vil and/or gas, Lessee agrees to pay or cause o be paid one-hall (1/2) of #ie foyalty
pravided for in this lease to the Commissioner of the General Land Oflice of the State of Texas. at Austin, Texas, and one-half (1/2) of such royalty to the bwanerof
the soil’ 4

(A) OIL.. Royalty payable on vil, which is delined as including all hydiocarbons produced in a liquid form at the mouth ol 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 hereinafler provided, shall be
3/16 part of the gross production or the matket value thereof, at the option of the owner ol the soil or the Commissioner of the

General Land Oflice, such value to be determined by 1) the highest posted price, plus premivm, if any, ollered or paid for oil, condensate, distillate, or other liquid
hydiocarhons, 1espectively, of a like type and gravity in the general arca wheie prodiced and when tim, or £) the highest market price thereof offered or paid in the
general neen where produced and when run, or 3) the gross proceeds of the sale thercof, whichever is the greater. Lessce ngiees that before any gas produced from the
leased premises is sold, used or processed In a plant, it will be run fiee of cost to the royalty owners thiough an adequate oil and gas separator of conventional type, o
ather equipment at least as efTiclent, so that all liquid hydrocarbons recoverable fiom 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.

n) NON PROCESSED GAS. Royalty on any gas (including (lnred gns), which is delined as all hydrocarthons and gaseous substances not delined
as oil in subparagiaph (A) above, produced from any well on sald lapd (except as provided hereln with tespect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be /1 part of the gross production or the market value thercof, at the option of the
owner of the soil or the Commissioner of the General Land Oflice, such value to be based on the highest matket price paid or offered for gas of compmable 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 thatlie maximum pressure hase
in mensuting the gas under this lease shall not at any thme exceed 14.65 pounds per square lnch absolute, and the standnard base temperature shall be sixty (60)
degrces Falrenhelt, correction to be made for pressure according to Doyle's Law, and for specific gravity acconding to tests mnde by the Balanee Method or by the
most approved method of testing belng uscd by the lndustry 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 othier liquid hydrocarbons
shall be 3/16 patt of the residue gas and the liquid hydiocarbons 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 hierein shall be based on one hundred percent (100%) of thie total plant
production of residue gas attributable to gas produced from this lease, and on (ifly 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 (tom this lease; provided that if liguid hydrocarbons are recovered from gas processed
in a plant in which lLessee (or its parent, subsidiary or alliliate) owns an interest, then the percentage applicable to liquid I|ydmcmhm|s shall be lifly percent (50%%5) or
the highest percent accrulng to a third party processing gas through such plant under a processing agreement negotiated at anm's length (or i there is no such third
paity, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. ‘Lhe respective royallies on residue gas
and on liquid hydrocarbons shall be determined by 1) the highest market price paid or oflered for any gas (or liguid hydioearbonsg) of comparable quality in the
general arca, or 2) the gross price paid or ofTered for such residue gns (or the welghted average gross sclling price for the respective grades of liquid hydiocarbons),
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.

() OTHER PRODUCTS. Royalty on catbon black, sulphur or sny other products produced or manufactured from gas (excepting lquid hydrocarbons)
whether said gas be "casinghead,” "dry,” or any other gas, by fractionating, burning or any other processing shall be 3/16 _____partofthe
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 markcet
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 avernge gross sale price of each product for the same month In which such products are produced; whichever is the greater.

5. MINIMUM ROYALTY. During any year aller 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 cqual to the total annual rental less the amount of royaltics 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
accingglo 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 1ake its royalty in
kit Sall"ot diminish or negate the owner of the soil's or the Commissioner of the General Land Oflice's rights or Lessee's obligations, whether express or implied,

|md; ths 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
pmducglg gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other products
llcuundc:!cady for sale or use. Lessce agrees to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and

pmd.lclmn related cosls.

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 1o
proceds gas produced hereunder In any processing plant. Notwithstanding any other provision of this lease, and subject 1o the wiltten consent of the owner of the soil
nmlﬂﬁﬂunmlsslunc; of the General Land OfTice, Lessee may recycle gas for gas il puiposes on the leased premises or for injection into any oil or gas producing
fornm#8® underlying the leased premises afler the liquid hydrocarbons contained in the gas have been removed; no royaltics shall be payable on the recycled pas
umi'i.it.l.snoduced and sold or used by Lessee in a manner which entitles 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 OfTice st Aunstin,
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 teceived 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 OfTice on or before the 15th day of the second month succeeding the month of production, accompanied by the afTidavit of the
owner, manager or other authorized agent, completed in the form and manner presciibed by the General Land Office and showing the gross amount and disposition of
all 0il 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
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Jand 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 [.and 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 Lessce 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 Lessce 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 1o a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royallty is sixty (60) days overdue
Aflidavits 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
eflective on the date when the aftfidavits or supporting documents were due, The |.essee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delingquency 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 ariginally 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 furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemerrts 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 th®General Land Oflice 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
premisces, 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 Oflice, the Attorney 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 Oftice 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
wrillen nolice to the General Land Office shall include copices of Railroad Commission forms for application to drill. Copies of well tests, completion reports and
plugging reports shall be supplied to the General [.and 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, 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
bare-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 1o the General Land Oftice within fifleen (15) days afler the making of said survey.

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

Land Oflice.

1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. I, during the primary term hereof and prior to discovery and production
ol vil'or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and afler the discovery and actual production of oil or
gas liom 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 ol 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, l.essee’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, Lessce may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the
'xpuumm 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
tefyiho® 1at the expirution of the primary term or any time thercaller a shut-in il or gas well is located on the leased premises, payments may be made in

accgrggyee with the shut-in provisions hereof
L] . @
. .

12, DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM . If, at the expiration of the primary term, neither oil nor gas is being
pmdm.u.l on said lund, but 1 essee is then engaged in diilling or teworking operations thereon, this lease shall remain in force so long as operations on said well or for
uml'lr umcwurklug of any additional well are prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during
any e Such operation, and if they result in the production of oil and/or gas, so long thereafler as oil and/or gas is produced in paying quantities from said land, or

payment of shut-in oil or gas well royalties or compensatory royaltics 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, aller
ongd 88iicd, should cease from any cause, this lease shall not terminate if Lessce commences additional drilling or reworking operations within sixty (60) days
aNe®ARA 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
lnlw“utggls totaling more than sixty (60) days, 1f such deilling or rc\vml».lub operstions result in the production of oil or gas, the lease shall remain in full force and
clicet for 3u long as oil or gas is produced from the leased premises in paying quantities or payment ol shut-in oil or gas well royalties or payment of compensutory
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
tenminate if the Lessee commences additional deilling or reworking operations within sixty (60) days aller 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 Oflice 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 stale agency having
jurisdiction over the production of oil and gas. If, at any time alter the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and elfect, 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
leuse, 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 lcase does nol specily 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 shm in oil or Neaa“é
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days aller the Lessee ceases to produce oil or gas from the leased premises, or (3)60 flays
afler Lessce completes a diilling or reworking operation in accordance with the lease provisions: whichever date is latest. Such payment shall be made one-hali’( 13]]
to the Commissioner of the General Land Olfice and one-half (1/2) to the owner of the soil. 1f the shut-in vil or gas royalty is paid, the lease shall be considered to be
a producing lease and the payment shall extend the tenm 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, afler that, if no suitable production facilitics 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 belore the expiration off cach shut-in year

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effzct by paviment of the shut-in oil or-gas royalty, il or gas-is sold and
delivered in paying quantities fiom a well located witkin one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
casc 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 royally rate provided in the leasc of the market value of production fiom the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) feet of the leascd premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land OfTice and one-hall (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 teservoir and located within one thousand (1.000) fect of the leased premises
Il the compensatory royalty paid in any 12-month period is in an amount Iess than the annual shut-in oil or gas royally, Lessee shall pay an amount cqual 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 tke obligation to drill olTsct
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Conumissioner, and with the Commissioner’s written approval, the
payment of compensatory royaltics can satisfy the obligation to drill ofIsct wells.

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

(A) VERTICAL. Inthe event this lease is in force and eiTect two (2) years afler the expiration date of the primary or extended term it shall then terminate
as to all of the leascd 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-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time afler the efTective
date of the partial termination provisions hereof, the applicable ficld rules are changed or the well or wells located thereon are reclassificd so that less ncreage is
therealler allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafler 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 | hereof, together with casements and rights-ofl-way for existing
1oads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof ("the retained lands"), for access to and from the
ictained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

(C) IDENTIFICATION AND FILING. The surface acreage retained hercunder as to each well shall, as nearly as practical, be in the formi 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 thiny (30) days aller 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
bydha litueral Land Office rules in effect on the date the release is filed. I Lessce fails or refuses to execute and record such release or releases within ninety (90)
day® alld being requested to do so by the General Land Office, then the Comumissioner at his sole discretion may designate by written instrument the acreage and/or
degfM¥ 3 he releascd 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
Genfl 1.3nd Office and such designation shall be binding upon Lessee for all purposes.

L

o e e17. OFFSET WELLS. Neither the bonus, delay rentals, nor royaltics paid, or to be paid, under this lease shall relicve Lessee of his obligation to protect
the &il &d gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased premises shall diill as many
wells as (he 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, il 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
drain&l 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
wclhwor;lhc leased premises within 100 days afler the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing
in cammarcial quantities and shall prosccute such drilling with diligence. Failure 1o satisfy the statutory oflset obligation may subject this lease and the owner of the
soil's ageney rights to forfeiture. Only upon the determination of the Commissioner of the General Land OfTice and with his written approval may the payment ol

cohPilshlory royalty under applicable stawtory parameters satisfy the obligation to drill an ofTset well or wells required under this paragraph.

18. FORCE MAJEURE. If, aller a good faith efTort, 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, stiikes, 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 | essee
shall not be liable for damages for failure to comply with such covenants; additionally, this leasc shall be extended while Lessec 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 1o maintain this lease in effect during the primary ter in the absence of such drilling or reworking operations or production of oil
or gas.
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x 19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title (o the lcased 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 morgage, taxes or ather liens
on the leased premises. Il Lessee makes payments on behall 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 specificd 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 royaltics 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, Lessce or his authorized representative must submit to the Commissioner of the General Land Office a written statcment which explains the
discrepaney between the interest purportedly leased under this leuse and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Oftice sholl 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 royally 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 &cctions 52.151-52.1 54, or
if, at any time aller 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 sccording to the number of acres pooled, released, surrendered, or otherwise severed, so that
payments determined on a per acre basis under the tenns 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 afler the expiration of the primary tenn, the number of acies 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, L.essee 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.

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
furegoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilitics sufficient to prevent
spillage, scepage or ground water contamination. In the event of pollution, Lessce shall usc all means at its disposal to recapture all escaped hydrocarbons or other
pollutant and shall be responsible for all damage to public and private propertics. 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 suid
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, Lessce shall have the right to remove machinery and fixtures placed by
l.essee 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, l.essee 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 Commiissioner of the General
1.gd, ®fljce 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
undr ¥ terms of this paragraph.

LE LR

*ee” 227, (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lcasc, the rights and estates of cither party to this
leasesmay 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
undenseigns. However, o chunge or division in ownership of the land, rentals, or royaltics will not enlarge the obligations of Lessce, diminish the rights, privileges
unlleSads of Lessce, impair the eflectiveness ol uny payment mude by Lessee or impair the ellectiveness of any act performed by Lessee. And no chunge 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
certiljed 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
assigpg, relicve and discharge Lessce 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
offiop Jq ay rentals shall be apportioned as between the several owners ratably, according to the arca of each, and failure by one or more of them to pay his share of
the n:mul.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
ceoleleambonpy 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 I’u.agmph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessce 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 lcase 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) anominee of the owner of the soil;

(2) acorporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary;
(3) a partnership in which the owner of the soil is a partner or is an employce of such a partnership;

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

(5) a partner or employee in a partnership which is the owner of the soil; _ True and Correct
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Original filed in
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(6) a liduciary for the owner of the soil; including but not limited to a guardian, tinstee, executor, administrator, receiver, or cull'scl-.'nln_l tor the
owner of the soil; or j ) ;
(7) a family member of the owner of the soil or related 1o the owner of the soil by marriage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, L.esscc 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
relicved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced
by the proportion that the surrendered acreage bears 1o the acreage which was covered by this lease 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 sitvated, and the recorded instrument, or a copy of the recorded instrument certilied 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 accompaniced by the prescribed liling fee. 1l any such
assignment is not so filed, the rights acquircd under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Oflice.

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 exccution of this lease and the rights and dutics 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 facts afTecting 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.

12, FORFEINURE. If Lessce shall fail or refuse to make the payment of any sum within thitty days afler it becomes due, o1 if |essee or nn authorized
agent should knowingly make any false return or false tepott concerning production or deilling, or il .essce shall fail or refuse to drill any oflset 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 il 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 furnish the General Land Office a correct log of any well, or if Lessce 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 sufTiciently informed of the facts which authorize a
forfeiture, and when lorleiled the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder, Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land OfTice 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 lcase 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, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-desciibed 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. Lessec 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 rfefal dnterest 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 ald 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® *R°451-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural
Resolices Tode 52.152.

o'e” 35, INDEMNITY. Lessece hereby releases and discharges the State of Texas aEd the owner of the soil, their ofTicers, employees, partners, agents,
contrictbfs, 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
activilics 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
hereunsler, or that may arise out of or be occasioned by Lessce's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act owemssion of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their efwers, employces and agents, thelr successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and cupenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attormeys’ fees and
otht e 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
l.essee'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 termis or provisions of this
Agreement or any other act or omisSion of Lessee, its directors, oflicers, employees, partners, agents, contraclors, subconltractors, guests, invilees, 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 soil, their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its ofTicers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANDVOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL DE 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.
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36. ENVIRONMENTAL HAZARDS. Lessce shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution 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, Lessce shall not bring or permit to remain on the leased premiscs 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 () A
VIOLATION OF THE FOREGOING PROHIBITION OR (1) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY 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 TIE 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 BREACIH OR SUSPECTED BREACH OF THIS PARAGRAPIH, 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 lcase 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 Lessce 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 copices 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.
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LESSEE 4

BY: Clay Johnson
TITLE: ]
DATE: 7'/ & —?X
. e
LI ) L]
STATY"OF TEXAS ' STATE OF TEXAS
L LR ]
L] L . .
Byes o BY: creliirs
Indiwidually and as agent for the State of Texas Individually and as a for the State of Texas

. oo Wendy Diane Watkins Anderson

D‘IB.:.O‘ Date: - - CLR
ssl"&

STAJE OF TEXAS STATE OF TEXAS
(LR A
BY: bl BY:
Individually and as agent for the State of Texas Individually and as agent for the State of Texas
a“seee :
Dafe; * Date:
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* STATEOF (CORPORATION ACKNOWLEDGMENT) |

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared

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

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

Given under my hand and scal of office this the day ol , i9

Notary Public in and for

STATE OF _ (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared
ynown Lo me to be the person whose name Is subscribed 1o the foregoing instrument, as of

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

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

Notary Public in and for

&+ TATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
4 OUNTY OF MIDLAND

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

4~a0Wn 1o me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and

samsideration therein expressed.
Given under my hand and seal of office this the / C’ day of %ﬁl/)/ , 19 98

« U
Notary Public in and for W
.. e

STATEOR S TEYAS | (INDIVIDUAL ACKNOWLEDGMENT)
".UUNJ!YP.F DA LLAS WJM"O O o)  a e NI ST

* *Before me, the undersigned authority, on this day personally appearcd Wendy Diane Watkins Anderson

MONICA MARLOWE
NOTARY PUBLIC
State of Texas
Comm. Exp. 10-30-99

L o o o o o a

anown lo me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and
»oasideration therein expressed.
"0 e ..

.
Lo 'Givcn under my hand and seal of office this the / ( day of ,19 98

cguvet ‘WM Lge Brgdsg

& | Notary Public in and for

e,
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
JUNE 3, 1998, BY AND BETWEEN WENDY DIANE WATKINS ANDERSON, AS LESSOR,
AND CLAY JOHNSON, AS LESSEE, AND COVERING THE WEST-HALF (Wf2) OF
SECTION 2, BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS

If, at the expiration of the primary term hereof, this lease is being held by produg¢tion or al
shut-in well pursuant to the terms hereof, or Lessee is then engaged in operations on said lénp or!
on lands pooled therewith, or Lessee has completed a well as a dry hole or shall have conkmemced
a well within 180 days prior to the expiration of the primary term hereof, Lessee agrees=to-
commence a continuous drilling program on said lands, or on lands pooled therewith, within 180 |
days after the end of the primary term hereof or within 180 days after the completion of drilling
operations being conducted on said land, or lands pooled therewith, at the end of the primary term
hereof, whichever is the later date; and thereafter carry on the continuous drilling program until all
proration units have been drilled, allowing not more than 180 days to elapse between the
completion of one well and the commencement of the next succeeding well. Should Lessee fail to
commence the continuous drilling program or subsequently default in the performance thereof,
then in either event, this lease shall terminate as to all lands covered hereby, save and except for
the proration units surrounding each well then producing, capable of producing or upon which
operations are being conducted. The term "proration unit" as used in this paragraph means any
acreage designated as a drilling unit or production unit in accordance with the rules of the
Railroad Commission of the State of Texas. Further, the term "commencement" shall mean that
point in time when the pertinent well is spudded and the term "completion" shall mean the date
upon which the initial potential test report is filed with the Railroad Commission of the State of
Texas, if a productive well, or the date of filing the plugging report with the commission, if a dry
hole. 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 said land still
subject to this lease for purposes described in paragraph 1 hereof, together with easements and
rights of way for roads, pipelines and other facilities on, over and across all of the lands still

« oo Subject to this lease and for the gathering or transportation of oil and gas produced from the
*e*se’ retained lands. The sole liability or penalty for the failure of Lessee to drill any well or wells
-:.- ¢ required or permitted in this lease shall be the termination or partial termination of Lessee's rights

= under the lease as provided above.

OI.
...

In conducting such continuous drilling program, Lessee shall be entitled to accumulate and later

use time, if any, saved between wells, beginning with the second well under this continuous

e, drilling program. If one well is commenced sooner than 180 days after the completion of the last

Tanes” preceding well, the portion of the prescribed 180 day period not used may be carried forward and
eseees added to the period between subsequent wells.

el

Wendy Dia atklns Anderqon .
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General Land OfMice ;
, Relinquishmnt Act Lease Form
Revised, September 1997

PAID UP
"OIL AND GAS LEASE

THIS AGREEMENT Is made and entered Into this_3Ld _day of _JUne 19_ 98 between the State of Texas, acting by and through ts
agent, WILLIAM WALKER WATKINS and wife, PAULINE RALLS WATKINS

Box 237

Ralls, TX 79357

sald agent
(Give Permanent Address)

hercin referred to as the owner of the soll (whether one or more), and CLAY JOHNSON

203 W, Wall, Suite 800
Midland, TX 79701
(Give Permanent Address)

hercinafer called Lessce.

. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be pald, 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 statlons, telephone lines and other structures

thereon, to produce, save, take care of, treat and transport sald products of the lease, the following lands situated In Reeves County, State
of Texas, to-wit:

West-Half (W/2) of Section 2, Block 58, PSL Survev.

This is a PAID UP LEASE. Subject to the other provisions hercin contained, this lease shall remain in force without rental [‘hl\ll'ant\
or further payments other than rovalties herein provided for a term of five (5) vears from this date (called “primary term™), and so
long thereafter as oil or gas (either or both) is produced from said land or land pooled therewith, or the lease is otherwise maintained

as prm'idu(l herein. The Depository Bank and amount listed in paragraph 3 below is in reference to the pavment of minimum royalty
.. " . -
o i aecordance with paragraph 5 below.
-

GE)I:I.I’l’ng 320,1 acres, more or less. The bonus consideration paid for this lease Is as follows:
* To the State of Texas: FOUR THOUSAND THREE HUNDRED TWENTY-ONE AND 35/100
.:...E Dollars ($ 1,21 35 )
s To the owner of the soll; FOUR THOUSAND THREE HUNDRED TWENTY-ONE AND 35/100
. oo Dollars ($ 4,321 .35 )
oo Total bonus consideration: EIGHT THOUSAND SIX HUNDRED FORTY-TWO AND 70/100
e eos Dollars (§ 8,642 .70 )
The total bonus consideration paid represents a bonus of FIFTY-FOUR AND NO/100
Dollars (54 .00 ) peracre,on 160,05 net acres.
2 TERM. Subject to the other provisions in this lease, this lease shall be for a term of five (5) years from this date

(herein called "primary term®) and as long thercafier as oil and gas, or either of them, Is produced In paying quantities from sald land.

As uscd In this lcase, the term "produced in paying quantities® means that the receipts from the sale or other authorlzed commerclal use of the substance(s) covered
exceced out of pocket operatlonal expenscs for the six months last past.

obasvsllfocons (L ycar Gbomsalddals. Payments under this paragraph shall be ln the l’ollowln| amounts: ‘
To the owner of the soll: ) EIGHTY AND 02/100
Dollars (§ 80.02 )
To the State of Texas: EIGHTY AND 03/100
Dollars (§ 80.03
Total Rental: ONE_HUNDRED SIXTY AND 05/1 00
Dollars (§ 160.08
trrtikemmenner-and-upon-tice-payments-ortond ablyrthe iubawell
Lhe-primery—term—itpayarsnisoitendessolsoalto s ok

3 Y REBIEHCT s e nse e
delivered on or befoce the sontal paylag-date. If the bank dc:lgnnt:d in lhh pmgnph (or Iu successor bmk) lhould ccase lo exlst, suspend business, liquidate, fail or
be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessce 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 soll shall deliver to Lessce a proper recordable instrument naming another bank as agent to recelve such payments
or tenders.
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4. PRODUCTION ROYALTIES. Upon production of oil and/or gns, 1.essee agrees to pay or cause (o be paid one-hall (1/2) oCthe toyah
providéd for in tlis lease to the Commissioner of the General Land Office ul’lhc State of Texns, at Austin, Texas, and one-hall (1/2) of such royalty to the owner of

the soil:

(A) OIL.. Royalty payable on oil, which is defined as including all hydiocarbons 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 hereinaller provided. shall be
il part of the gross production or the matket value thereof, at the option of the owner ol the soil or the Commissioner of the

General Land O Oflice, such value to be determined by 1) the highest posted price, plus premium, il any. ollered or paid for oil, condensate, distillate, or uther liquid
hydioenrbons, respectively, of a like type and gravity in the gencral area where produced and when run, or 2) the highest market price thereof offered or paid in the
gevcial wen witere produccd and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessce ngices that hefore any gas produced fiom the
lensed premises is sold, used or processed In a plant, it will be run fice of cost ta the royalty owners thiough an adequate oil and gas separator of conventional type, or
other equipment at least as efficient, so that all liquld hydrocatbons recaverable fiom 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.

(n) NON PROCESSED GAS. Royalty on any gas (including (Inted gng), which is delined as all hydrocarbons and gaseous substances not delined
as oil in subparagiaph (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 f 6 part of the gross production or the market value thereol, 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 maiket price paid or offered for gas of comparable quality in
the genernl aren where produced and when run, or the gross price paid or ollered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any thme exceed 14.65 pounds per squate lnch absolute, and the stnndard base temperature shall be sixty (60)
degrees Fahrenhelt, correction to he made for pressure according to Doyle's Law, and for specilic gravity according to tests made by the Dalance Method or by the
most approved method of testing belng used by the industry at the time of testing

() PPROCESSED GAS. Royalty on any gas processed ln a gasoline plant or other plant for the recovery of gasoline or other liguid hydrocarhons
shall be '3!‘] f pait of the residue gas and the liguid hydiocarbons extiacted or the mntket value thercof, 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 (ifty 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 fiom this lease; provided that if liguid hydiocarbons are recovered from gas processed
in a plant in which |.essee (or its parent, subsidiary or alliliate) 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 belng specified in processing agreements or contracts in the industry), whichever is the greater. ‘Lhe respective royalties on residuc gas
and on liquid hydiocaibons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydroearbons) of compnrable quality in the
general aren, or 2) the gross price paid or ofTered for such residue gas (or the welghted avernge gross sclling price for the respective grades of liquid hydiocarbons),
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

.
bean precessed.
. 00

.- *%%s (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
whRAher*said gas be "casinghead,” "dry,” or any other gas, by fractionating, buming or any other processing shall be 3/16 part of the
gro#s production of such products, or the market value thereof, at the option of the owner of the soil or the Conmnissioner of the General Land OfTice, such market

valuc I¥1!c determined as follows: 1) on the basis of the highest market price of ench product for the same mont!t i which such product Is produced, or 2) on the

bAES Of Mie avernge gross sale price of each product for the same month in which such products are produced; whichever is the greater.
e *
*. "ot 5 MINIMUM ROYALTY. Durlng any year aller the expiraticn of the primary term of this lease, if this lease is maintained by production, the royalties

paid gnder 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
befJgre the last day of the month succeeding the anniversary dale of this lease a sum equal to the total annual rental less the amount of royalties paid during the
précclivgsycar. 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 OfTice 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 OfTice'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 [or sale or use. Lessce agrees o compule and pay royalties on the gross value received, including any reimbursements for severance taxes and

production related costs.

8. PLANT FUEL AND RECYCLED UAS. 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 Conmlssioner of the General Land Office, Lessce mny recycle gas for gas 1L puiposes on the leased premises or for injection into any oil or gas producing
formation underlylng the leased premises after the liquid hydiocarbons 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 entitles the royalty owneis to a royalty under this lease.

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

Payment of royalty on production of oll 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 monih of production, and royalty on gas is due and
must be received in the General Land OfTice on or before thie 15th day of the second month succeeding the month of production, accompanied by the aflidavit 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
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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 poals and gas lines or gas storage, und 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 royally payment shall be
accompanicd 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 euch lease. If Lessce pays his royalty on or before thirty (30) days afler 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 accruing when the royalty is sixty (60) days overdue
Allidavits 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 atfidavits 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 royalty in dispute as to fair market value

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. lLessee 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 agreemerts and amendments to such contracts within thirty (30) days afier entering into or making such contracts,
sgreements 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 uccounts, 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 Lund Otlice, the Attorney 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 1o 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
wrilten notice to the General Land Oflice shall include copics of Railroad Commission forms for application to drill. Copies of well tests, completion reports and
plugging repons shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permils, reports or
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word "State.” Lessee shall supply the General Land OfTice with
any records, memoranda, 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 OfTice, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the
korediole 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

* e dug of cach survey on each well 1o the General Land Office within fifleen (15) days afler the making of said survey.

(R LR
Ye e (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when

dug. 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
l.and (MYice.
.:-ll:

ee o |1 DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hercof and prior to discovery and production
810if g&gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and afler the discovery and actual production of oil or
gasJ’mm the leased premises such production thereof should cease [rom 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
;mlgl.ttclay 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, l.essee'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 oll 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. 11 at the expirution of the primary term or any time therealler a shut-in il or gas well is located on the leased premises, payments may be made in
accordance with the shut-in provisions hercof.

12, DRILLING AND REWORKING AT EXPIRATION OF PFRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced on said lund, but 1 essee is then engaged in diilling 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 well 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 thereafler 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. 1If, after the expiration of the primary term, production of oil or gas from the leased premises, aller
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
ulter such cessation, and this lease shall remain in full force and effect lor so long as such operations continue in good faith and in workmanlike manner without
interruptions totaling more than sixty (60) days. 1 such drilling or rewotking operations result in the production of oil or gas, the lease shall remain in full force and
cllcet for su long as vil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensutory
royalties is made as provided hercin 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 deilling or reworking operations within sixty (60) days aller 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 Oflice 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. Il at any time alter 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 quantitics 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 quantitics. If Paragraph 3 of this lcase docs not specify a delay rental
amount, then tor the purposes off (s paragrpl). Meylylgycgnial amount shall be one dollar ($1.00) per ncre. To be effective, each initial shut-in oil or gas royalty
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must hc,pai:l on or before: (1) the expiration of the primary term, (2) 60 days afler the Lessee ceases to produce oil or gas from the ieased premises, or (3) 60 dfws
afler 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 Comunissioner of the General Land Office and one-half (1/2) to the owner of the soil. I 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 terin of the lease for a period of one year from the ead of the prismary term. or from the lirst day of the month
following the month in which production ceased, and, after that, if no suitable production facilitics 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 cach shut-in year

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in elfect by payment of the shut-in oil or gas royalty, oil or pas is sold and
delivered in paying quantities fiom a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
casc 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 rate provided in the lease of the matket value of production fiom the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1.000) feet of the ieased premises. The compensatory royalty is to he paid monthly, one-half (1/2) to the Commissioner of the
General Land Oflice and one-hall (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 drainnge or that is completed in the same producing reservoir and located within one thousand (1.000) feet of the lenscd premises
If the compensatory royalty paid in any |2-month period is in ani amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount cqual to the
difference within thirty (30) days from the end of the 12-mounth 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 oflset
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 oflsct wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contiary, aller 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 ellect two (2) ycars afler the expiration date of the primary or extended term it shall then terminate
as 1o all of the leascd premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 azres 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-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. 1f at any time alter the efTective
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
thereafler 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
Emgnﬂ'pn 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
ingres#to and egress from the lands still subject to this lease for all purposes described in Paragraph | hereof, together with easements and rights-of-way for existing
mluhzoxisling pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof ("the retained lands”), for access to and from the
1&gicd dands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.
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(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 OfTice. Within thirty (30) days afler 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. Il Lessee fails or refuses to execute and record such release or releases within ninety (90)
days aller being requested to do so by the General Land Office, then the Comunissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hereunder and record such insttument at Lessce’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, deluy 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 justily and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas fiom the leased premises. In
addition, il oil and/or gas should be produced in commercial quantities within 1,000 feet of the lcased premises, or in any case where the lcased 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 afler 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 paran:<ters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, alter a good fwith effort, l.essee is prevented from complying with any express or implied covenant of this lease, fiom
conducting drilling operations on the leased premises, or from producing oil or gas [rom 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, Lessec’s oblization to comply with such covenant shall be suspended and I.essee
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be exten:ded 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
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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. I Lessee makes payments on behalt of the owner of the soil under this paragraph, l.essee 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 snecified herein, then the royalties and rental hercin 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 estale and the royalties and rental herein provided to be paid to the Commissioner of the
General Land OfTice 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 Oflice, Lessce or his authorized representative must submit to the Commissioner of the General Land Office a written statcment which explains the
discrepancy between the interest purportedly leased under this leuse and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Oflice shall be paid the value of the whole production allocable to any undivided intcrest not covered by a lease, less the proportionate development and production
cust 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.

(1) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
ol 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 afler the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
paymenis that are made on a per acre basis hereunder shall be reduced uccording 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 afler the expiration of the primary term, the number of acies actually retained and covered by this lease,

21. USE OF WATER. Lessece shal! have the right to use water produced on said land necessery for operations under this lease except water from wells or
tanks of the owner of the soil; provided, however, Lessce shall not use potable water or water suitable for livestock or 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.

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth.
. o
*.%ee’ 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
wiigtgn consent of the owner of the soil.
e ® 0
.: 25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
loregojpg, pollution of coastal wetlands, natural watcrways, rivers and impounded water shall be prevented by the use of containment facilitics sufficient to prevent
qglmg, secpage or ground waler contamination. In the event of pollution, Lessce shall use all means at its disposal to recapture all escaped hydrocarbons or other
pgllulagl 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
.na sark 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
stush pits and cellars and completely clean up the drilling site of all rubbish thereon. lLessec shall, while conducting operations on the leased premises, keep said
pretiises frce of ull rubbish, cans, bottles, paper cups or garbuge, and upon completion of operations shall restore the surface of the land to as near its original
&Pru!lli.r.:n and contours as is practicable. Tanks and equipment will be kept painted and presentable.
.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessce shall have the right to remove machinery and fixtures placed by
l.essce 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 quantitics. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
I.and Oflice 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 lLessee
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 cither party to this
lease may be assigned, in whole or i part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
widd nssigns. However, u change or division in owneiship ol the lund, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
und estates ol Lessee, impair the effectiveness ol uny payment mude by Lessee or impair the ellectiveness of any act performed by Lessee. And no chunge or
division in ownership of the land, rentals, or royalties shall bind l.essee for any purpose until thirty (30) days afler 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
centitied 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 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 liabilitics to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lcase 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) anominee 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 employce 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 einployee 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;
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¥ = (6) afliduciary for the owner of the soil; including but not limited to a guardian, tistee, exccutor, administrator, receiver. or couservator o the

owner of the soil; or
(7) afamily member of the owner of the soil or related \u the qwucr ol'lhe 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
nnd 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. 1f any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced
by the proportion that the surrendercd 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 fotfeiture at the option of the Commissioner of the General Land Oflice.

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 fiom 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 facis 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 obiigated to put the State’s interests before his personal
interests.

12, FORFENTURE, I 1.essee shall fail or refuse 1o make the payment ol any st within thinty days niler it becomes due, ot if Lessee or an nuthmized
agent should knowingly make any fnlse return or false teport concerning production or deilling, or if 1.essce shall Tail or refuse to deill nny oflsct well or wells in good
faith as requited by Inw and the rules and regulations adopted by the Comumissioner 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 furnish the General Land Olfice a correct Idg 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
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hercunder. Forfeitures may be set aside and this
lease qnd all rights thereunder reinstated before the rights of another intervene upon satislactory evidence to the Commissioner of the General Land Office of future
-onq)lgahcc with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

**e : 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"fls lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceplance of this lease, Lessee grants the
Slnlc in gddmon to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
ir\lucd-l 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
proﬁccds arc held by Lessee or by a third party, and ail fixtures on and improvements to the leased premises used in connection with the production or processing of
sugh Ygased 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®tha*Cessor may suffer by reason of Lessce's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
forectsed with or without cou-t proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Cogthpissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge. attach or perfect this lien. lLessee hereby
represeP®&%hat 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 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural
Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the Stale of Texas alid the owner of the soil, their officers, employees, pariners, 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 1o, all losses and expenses which arc caused by the
activities of Lessee, its ofTicers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the lcased premises
hereunder, or that may arise out of or be occasloned by Lessce'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 harmless the State of Texas and the owner of the soil,
their ofTicers, 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' fces 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
Lessce’s use of the surface of the Ieased 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 harmless the State of
‘Texas and the owner of the soil, their ofTicers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its ofTicers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANIVOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITZOUT LIMITS AND WITHOUT REGARD 10
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILIYY, OR THE NEGLIGENCE OF ANY PARITY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,
CONCURRENT, ACTIVE, OR PASSIVE.
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36. ENVIRONMENTAL HAZARDS. Lessce shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface walers, 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, Lessce 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 (“Iazardous Materlals”), 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 (I) A
VIOLATION OF THE FOREGO!NG PROIIBITION OR (1I) 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 SNVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACKH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HHAZARDOUS 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 nol conform to these statutes, the statutes will
prevall over any nonconforming lease provisions.

38. EXECUTION. This oil and gas lcase 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.

. o.:' 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
C1etk in any county in which all or any part of the lcascd premisces is located, and certified copies thereof must be filed in the General Land Office. This lease is not
.:'lfuhve 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
Tekas 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 cxecullon of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office.
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STATE OF TEXAS E——— STATE OF TEXAS
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Indwldmlly and as agent for the State of Texas
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STATE OF TEXAS STATE OF TEXAS
BY: BY:

Individually and as agent for the State of Texas
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~S'l:»'\'l"E G - (CORPORATION ACKN()WI.EDGMEN'I‘i

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared

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

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

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

Notary Public in and for

STATE OF _ {CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned authority, on this day perzonelly sappeared

known 1o me to be the person whose name Is subscribed to the foregaing instrument, as_ — of

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

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

Notary Public in and for

o. ..- L]
. o0
. .. L .
STA.I'E OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
COLNFYOF MIDLAND
.:. . j!cforc me, the undersigned authority, on this day personally appeared : Clay Johnson

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

Given under my hand and seal of office this the l G day of j—t‘.- N C 19 98

TRKAS

p
;
p
y
b

NOTARY PUBLIC
State of Texas

Comm. Exp. 10-30-99 4
e, (INDIVIDUAL ACKNOWLEDGMENT)

Notary Public in and for

STATE OF f@»ﬂ-/
Ly

COUNTY OF Ly

[/
Before me, the undersigaed authority, on this day personally appeared William Walker Watkins and wife,

Pauline Ralls Watkins
known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and

consideration therein expressed.
Given under my hand and seal of ofTice this the 7?;:2:‘ day of /‘@o- .19 98
i Do
JOHNNIE PEARSON My Public in and for ﬁé(’a—?a M,,%/MJ
NOTARY PUBLIC,

STATE OF TEXAS
My Commission Expires 5.19-2001
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
JUNE 3, 1998, BY AND BETWEEN WILLIAM WALKER WATKINS AND WIFE, PAULINE
RALLS WATKINS, AS LESSORS, AND CLAY JOHNSON, AS LESSEE, AND COVERING
THE WEST-HALF (W/2) OF SECTION 2, BLOCK 58, PSL SURVEY, REEVES COUNTY,
TEXAS

If, at the expiration of the primary term hereof, this lease is being held by production or a
shut-in well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or
on lands pooled therewith, or Lessee has completed a well as a dry hole or shall have commenced |
a well within 180 days prior to the expiration of the primary term hereof, Lessee agrees.to
commence a continuous drilling program on said lands, or on lands pooled therewith, within 180
days after the end of the primary term hereof or within 180 days after the completion of drilling
operations being conducted on said land, or lands pooled therewith, at the end of the primary term
hereof, whichever is the later date; and thereafter carry on the continuous drilling program until all
proration units have been drilled, allowing not more than 180 days to elapse between the
completion of one well and the commencement of the next succeeding well. Should Lessee fail to
commence the continuous drilling program or subsequently default in the performance thereof,
then in either event, this lease shall terminate as to all lands covered hereby, save and except for
the proration units surrounding each well then producing, capable of producing or upon which
operations are being conducted. The term "proration unit" as used in this paragraph means any
acreage designated as a drilling unit or production unit in accordance with the rules of the
Railroad Commission of the State of Texas. Further, the term "commencement” shall mean that
point in time when the pertinent well is spudded and the term "completion" shall mean the date
upon which the initial potential test report is filed with the Railroad Commission of the State of
Texas, if a productive well, or the date of filing the plugging report with the commission, if a dry
hole. 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 said land still
subject to this lease for purposes described in paragraph 1 hereof, together with easements and
rights of way for roads, pipelines and other facilities on, over and across all of the lands still
subject to this lease and for the gathering or transportation of oil and gas produced from the
retained lands. The sole liability or penalty for the failure of Lessee to drill any well or wells
required or permitted in this lease shall be the termination or partial termination of Lessee's rights
under the lease as provided above.

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

William Walker Watkins
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(2 i Aate) (Ve -
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X,
General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997
PAID UP
OIL AND GAS LEASE
THIS AGREEMENT Is made and entered Into this SEG_day of_JUNe 19__98 | between the State of Texas, acting by and through its
agent, ANGELA DAWN WATKINS PARTEN
5515 Matalee Ave.
Nallas, TX 75206 sald agent
- (Give Permanent Address)
hereln referred to as the owner of the soll (whether one or more), and CLAY JOHNSON

203 West Wall, Suite 800
Midland, TX 79701

(Give Permanent Address)

hercinafier called Lessce,

1. GRANTING CLAUSE. For and in considecration of the amounts statcd below and of the covenants and agreements to be paid, kept and performed by

Lessee under this lease, the State of Texas acting by and through the owner of the soll, 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 sald products of the lease, the followlng lands situated In Reeves County, State
of Texas, to-wit:

West-Half (W/2) of Scction 2, Block 58, PSL Survey.

This is a PAID UP LEASE. Subject to the other provisions herein contained, this lease shall remain in force without rental payments

or further payments other than royalties herein provided for a term of five (5) years from this date (called “primary term”), and so

long thereafter as oil or gas (cither or both) is produced from said land or land pooled therewith, or the lease is otherwise maintained

as provided hercin. The Depository Bank and amount listed in paragraph 3 below is in reference to the payment of minimum royalty

in ggcordance with paragraph 5 below.

cu;mirzlng 320,1 acres, more or less. The bonus consideration paid for this lease Is as follows:
-k To the State of Texas: SEVEN HUNDRED TWENTY AND 22/100
Dollars ($ 720,22 )
e To the owner of the soil:____SEVEN HUNDRED TWENTY AND 22/100
.. .9 Dollars (§ 720 .22 )
. Total bonus consideratlon:___ ONE_THOUSAND FOUR HUNDRED FORTY AND 44/100 i
e Dollars ($ 1,440.44 )
The total bonus consideration paid represents a bonus of FIFTY-FOUR AND NO/100
Dollars ($ 54 _00 ) per acre, on 26,6749 net acres.
2. TERM. Subject to the other provisions in this Icasc. this lease shall be for a term of five (5) years from this date

(herein called "primary term”) and as long thereafler as oll and gas, or cither of them, Is produced In paying quantities from sald 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. B e A & oL B LAt T e R T S L WHIPAN BT E S DY SIS VTS ey

U la

the < o et b Bank,

whecommencement of awell focone (1)ycacfomsalddais. Payments under this paragraph shall be in the following amounts:
To the owner of the soll: " THIRTEEN AND 34/100

Dollars ($ 13.34 )
To the State of Texas: THIRTEEN AND 34/100

Dollars ($ 13.34 )
Total Rental: TWENTY-STX AND 68/100

Dollars ($ 26.68 )

v dod £ FARY *_‘1

v 7 L]

If the bmk deslgnned In thls pmlraph (or lu successor bmk) lhould cease to exlﬂ, luspcnd buslncu, Ilquldlle fall or
be succeeded by another bank, or for any reason fail or refuse to accept 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 soll shall deliver to Lessce a proper recordable Instrument naming another bank as agent to recelve such payments
or lenders.
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s 4 PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees (o pay or cause to be paid one-half (1/2) "“"C “'Y“'ly
provided for in this lease to the Commissioner of the General Land Oflice ufllu: State of Texas, ot Austin, Texas, and one-hall (1/2) of such myally to the owner of
the soil:

(A) OIl.. Royalty payable on oil, which is defined as including all hydiocarbons 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 hereinafler provided. shall be
'1/ 16 part of the gross production or the market value thereol, at the option of the owner of the soil or the Commissioner of the

General Land Ollice, such value to be determined by 1) the highest posted price, plus premium, if any, ollered 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 thereofl offered or paid in the
gencial area where produced asdd when run, or 2} the giass pioceeds of the sale thercol, whichever is the gieater. Lessce ngiees that before any gas produced from the
leased premises is sold, used or processed In a plant, it will be run fice of cost to the toyalty owners thiough an adequate oil and gas separator of conventional type, or
other equipment at least as efTiclent, so that all liquld hydrocarbons recaoverable fiom the gas by such means will be recovered. The requirement that such gas be run

through a separator or otlier equipment may be walved in writing by the royalty owners upon such terms and conditions as they prescribe.

(n NON PROCESSED GAS. Royalty on any gas (Including {laied gns), which is delined as all hydrocarbons and gascous substances not defined
as oil in subparagiaph (A) above, produced from any well on said Inn? %:xccpl as provided hereln with 1espect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/16 pait of the gross production or the market value thercol, at the option of the
owner of the soil or the Commissioner of the General Land OfTice, such value 1o be based on the highest matket price paid or ofTered for gas of comparable quality in
the general area where produced and when run, or the gross price paid or ofTered to the producer, whichever is the greater; provided that the maximum pressure base
In mensuring the gas under this lease shall not at any thine exceed 14.65 pounds per square lnch absolute, and the standnrd base temperature shall be sixty (60)
degrees Faluenhelt, cotrection to be made for pressure according to Noyle's Law, and for specilic gravity accouding 1o tests made by the Balance Method or by the
maost approved method of testing being used by the industry at the time of testing.

(C) 'ROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant tor the recovery ol gasoline or other lquid hydiocarbons
shall be 6 part of the residue gas and the liguid hydiocarbons extiacted or the matket value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due hierein shall be based on one hundred percent (100%) of the total plant
production of residue gas atiributable to gas produced from this lease, and on {ifly 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 fiom this lease: provided that if liguid hydiocarbons are tecovered fiom gas processed
in a plant in which lLessee (or its parent, subsidiary or alliliate) 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 negolialed at arm's length (or if there is no such third
party, the highest percent then belng specified in processing agreements or contracts in the industry), whichever is the greater. ‘The respective royalties on residue gas
and on liquid hydiocarbons shall be determined by 1) the highest market price paid or oflered for any gas (or liquid hydioearbonsg) of eomparable quality in the
peneral aren, or 2) the gross price paid or offered for such residue gas (or the welghted average gross selling price for the respective grades of liquid hydiocarbons),
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.
. o0

* ** (D) OTHER PRODUCTS. Royalty on cartbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
w]RARP said gas be "casinghead,” "dry,” or any other gas, by factionating, buming or any other processing shall be j é __ part of the
gros® prefiuction of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land OfTice, such market
value Lo 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.lee average gross sale price of each product for the same month in which such products are produced; whichever is the greater.
seee
- .
es o 3. MINIMUM ROYALTY. During any year afler the expiration of the primary term of this lease, if this lease is maintained by production. the royalties
petyd uldd this lease in no event shall be less than an amount equal to the total annual delay rental hicrein provided; otherwise, there shall be due and payable on or
beforg the last day of the month succccdlng the anniversary date of this lease a sum cqual to the total annual rental less the amount of royalties paid during the

ceding year. I 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
élugﬁj.ﬂﬂ) per acre.

6. ROYALTY IN KIND. Notwithstanding any other provision in this lcase, 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 eitiier, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royallies
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 OfTice's right o 1ake its royalty in
kind shall not diminish or negate the owner of the soil's or the Comnissioner of the General Land Oflice's rights or Lessee's obligations, whether express or implied.

under this lease.

7. NO DEDUCTIONS. l.essee agrees (hat 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, transpotting, and otherwise making the oil, gas and other products
hercunder ready for sale or use. Lessce agrees o compute and pay royallics on the gross value received, including any reimbursements for severance taxes and

production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royally shall be payable on any gas as may represent this lease's proportionate share of any fucl 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, Lessce may recycle gas for gas lift puposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises after the liquid hydiocarbons contained in the gas have been removed; no royaltics shall be payable on the recycled gas
until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease.

9. ROYALTY PAYMENTS AND REPORTS. All royaltics not taken In kind shall be paid to the Commissioner of the General Land Oflice nt Austin,
‘Texas, In the following manner:

Payment of royalty on production of oll and gas shall be as provided in the rules set foith 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 aflidavit 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
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"and market value including gas meler 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 OfTice 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 accruing when the royalty is sixty (60) days overdue
Allidavits and supporting documents which are not filed when due shall incur a penalty in an amount sct by the General Land Office administrative rule which is
effective on the date when the atfidavits or supporting documents were due. The Lessee shall bear ull responsibility for paying or causing royalties (o 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 toyalty 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 furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemerts and amendments to such contracts within thirty (30) days afler entering into or making such contracts,
agreements or amendments. Such contracts and agreements when received by the General Land Oiice shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records periaining 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 1o inspection and
examination by the Commissioner of the General Land Oflice, the Attorney General, the Governor, or the representative of any of them.

() PERMITS, DRILLING RECORDS, Written notice of all operations on this lease shall be submitted to the Commissioner of the General
L.and Oflice by l.essee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
wrilten notice to the General Land Oflice shall include copies of Railro2d Commission formis for application to drill. Copies of weil tests, completion reports and
plugging repons shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word "State." Lessee shall supply the General Land Office with
any records, memoranda, accounts, reports, cultings 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

thelog pf each survey on each well to the General Land Oflice within fifteen (15) days afler the making of said survey.

. o L]
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. (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when

dag, Phgpenalty for late filing shall be sct by the General Land Ollice administrative rule which is effective on the date when the materials were due in the General
Land Office.

--M-E 1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of Oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and afler the discovery and actual production of oil or
guﬁ'ﬁ‘mu #hic 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
datd of 30||1|1Iclion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annudl 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
califpjeted and abandoned, or the production of oil or gas should cease for any cause, l.essee’s rights shall remain in full force and effect without further operations
urltil ufe*piration 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 il 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. 11 at the expirution of the primary term or any time therealler 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 tund, but Fessee is then engaged in diilling or ieworking operations thereon, this lease shall remain in force so long as operations on said well or for
drilling or reworking of any additional well are prosecuted in good luith 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 therealler 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 royaltics is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. 1f, afler the expiration of the primary term, production of oil or gas from the leased premises, afler
once oblained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
ufter 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
intenptions wtaling more than sixty (60) days. 1f such diilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and
elleet for so long as vil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensutory
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 aller 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. Lessce 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 il and gas. If, at any time aiter the expiration of the primary term of a lease that, until being shut in, was being maintained in
lorce and effect, a well capable of producing oil or gas ie paying quantitics is located on the leased premises, but oil or gas is not being produced for lack of suitable
production lucilities 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 (or each well capable of producing oil or gas in paying quantitics. 1t Parag:aph 3 of this lease does not specily a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (81.00) per acre. To be effective, each initial shut-in il or gas royalty
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. must be paid on or before: (1) the expiration of the primary term, (2) 60 days afler the Lessce ceases to produce oil or gas from the leased premises, or'(3) 60 dads
ailer 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 Comumissioner of the General Land Olfice and one-half (1/2) to the owner of the soil. I the shut-in il or gas royally is paid, the lease shall be considered to be
a producing lease and the payment shall extend the terin of the lease for a period of one year from the end of the primary term, or from the first day of the month
ollowing the month in which production ceased, and, after that, if no suitable production facilitics or suitable market for the oil or gas exists, Lessee may extend the
lease lor four more successive periods of one (1) year by paying the same amount each year on or before the expiration of ¢cach shut-in year

15. COMPENSATORY ROYALTIES. If, during the petiod 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 fiom a well located within one thousand (1,000) fect 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 efTective
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 murket value of production from the well causing the drninage or which is completed in the snme producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory toyalty is 1o be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner ¢ 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 dininnge or that is completed inthe snme producing reservain nnd loeated within one thousand (1,000) feet of the lensed premises
Il the compensatory royalty paid in any 12-month peciod is in an amount less than the annual shut-in oil or gas royalty, Lessce shall pay an amount equal to the
diflference 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 seasanable development nor the obligation to drill ofTset
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissiones, and with the Commissioner's written appioval, the
payment of compensatory royalties can satisfy the obligrtion to diill oliset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contiary, aller a well producing or capable of producing oil or gas has
heen completed on the leased premises, Lessee shall exercise the diligence of n reasonably prudent operator in drilling such additional well or wells ns may he
reasonably necessary for the proper development of the leased premises and in marketing the production thercon,

(A) VERTICAL. In the event this lease is in force and eflect two (2) years afler the expiration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hercof), ora well upon which Lessee is then engnged 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-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes o a proration unit for each su~h 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 afler the efTective
date of the partial termination provisions hereof, the applicable tield rules are changed or the well or wells located thereon are reclassified so that less ncrenge is
thercaller allocated to said well or wells for production purposes, this lease shall thereupon lerminate as to all acreage not thereafler allocated to said well or wells for
producsien 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
inius's.u‘nnd cgress from the lands still subject to this lease for all purposes described in Paragraph | hereol, together with easements and rights-of-way for existing
1oads q@dsting pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof (“the retained lands”), for access to and from the
reiflipgd 1dhds and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.
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"IC) 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 OfTice. Within thirty (30) days afler partial
termination of this lease as provided herein, Lessce 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 certificd copy of same, shall be filed in the General Land Olfice, accompanied by the filing fee prescribed
by the General Land Office rules in effect on the date the release is filed. 1l Lessee fails or refuses to execute and record such release or releases within ninety (90)
days afler being requested to do so by the General Land Office, then the Conumnissioner at his sole discretion may designate by written instrument the acieage and/or
depths to be relensed hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the ofTicial 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 relicve Lessee of his obligation to protect
the oil and gas under the above-described land from being drained. Lessce, sublessee, receiver ar other agent in control of the leased premises shall diill 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, sublessce, recciver 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 afler the draining well or wells or the well or wells completed within 1,000 feet of the lcased premises start producing
in commercial quantities and shall prosccute 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 OfTice 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, alter a goed 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 government authority, then while so prevented, Lessee's obligation 1o comply with such covenant shall be suspended and | essee
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 canse,
from conducting drilling and reworking operations or [rom 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 duting the primary term in the absence of such drilling or reworking operations or production of oil

or pas.
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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 behalf of the owner ol the soil under this paragraph, |.essee 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 eslate in the above
described land, whether or not Lessee's interest is specificd hercin, then the royalties and rental herein provided 1o be paid 1o 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 royaltics and rental herein provided to be paid to the Commissioner of the
Gieneral Land OfTice of the State of Texas shall be likewise proportionately reduced. lowever, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Oflice, Lessce or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepainey 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
Ollice 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 uller 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 uccording 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 afler the expiration of the primary tenn, the number of acies actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have (he right to use water produced on said land necessary for operations under this lease except water from wells or
tanks of the owner ol the soil; provided, however, I.¢ssce 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. Lessce shall pay the owner of the soil for damages caused by its opcr.auons to all personal property, improvements,
livestock and crops on said land.

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

e 24, WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barm now on said premises without the

wrtta#consent of the owner of the soil.
seee

*ee’® ° 25 POLLUTION. In developing this arca, Lessce shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage,sscepage or ground water contamination. In the event of pollution, Lessee shall usc all means at its disposal to recapture all escaped hydrocarbons or other
put'algm'lamd shall be responsible for all damage to public and private propertics. Lessee shall build and maintain fences around its slush, sump, and drainage pits
ang jankgbalterics 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
sfigh Did and cellars and completely clean up the drilling site of all rubbish thereon. Lessec shall, while conducting operations on the lcased premises, keep said
prengises free of all rubbish, cans, botiles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
cgndition and contours as is practicable. Tanks and equipment will be kept painted and presentable.

LI
v 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessce on the leased premises, including 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
L.and 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 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, devisces, legal representatives, successors
wind wssigns. However, o change or division in owneiship of the land, rentals, or royaltics will not enlarge thic obligations of Lessce, diminish the rights, privileges
and estates of Lessee, impair the eflectiveness of eny puyment made by Lessce or impair the cllectiveness of any act performed by Lessee. And no chunge or
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30} days aller the owner of the soil (or his heirs, devisees, legal
representalives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a
certilied copy of such original) when the ownership chunged because of a conveyance. A total or partial essignment of this lease shall, 1o 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 arca 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, liabilitics, and penalties owed to the State by the original lessee or any

prior assignee of the lease, including any liabilitics to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lcase 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 assignec is:

(1) anominee 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) apartnership 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;
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(6) a liduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver. or conservator (o the

owner of the soil; or ‘ ik

(7) a family member of the owner of the soil or related f!b the owner of the soil by marriage, blood, or adoption.
28. RELEASES. Under the conditions ccritained in this paragraph and Paragraph 29, Lesseec 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 prentises, and thereby surrender this lease as to such portion or portions, and be
relicved of all subsequent obligations as to acreage surrendered. Ifany part of this lease is properly surrendeted, 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 accompanicd by the prescribed liling [ee. If any such
assignment is not so filed, the rights acquired under this lease shall be subject to fotfeiture at the option of the Commissioner of the General Land Oflice.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this insttument, 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 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 beflore his personal
interests.

12, FOREENTURE, If Lessee shall Mail or refuse to mnke the payment of any sun within thirty days afler it beeomes due, o if Lessee or an nuthorized
agent should knowingly make any false return or false teport concerning production or drilling, or if .essee shall fail or refuse to diill any oflset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Otfice, 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 Comumission, 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 furnish the General Land Office a correct log of any well, or il 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 OfTice as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufTiciently informed of the facts which authorize a
forfeiture, and when lorfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future

conpplipyce with the provisions of the law and of this lease and the rules and regulations that may be adoplted 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
byﬂgigﬂ:@c 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, jn 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
proceedsedc held by Lessce 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 duc under this leasc and to sccurc payment of any damages or
lose thae 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, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Commlissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge. attach or perfect this lien. Lessee hereby
repdcSents (hat 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
thifleast® 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 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural
Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas alid the owner of the soil. their officers, employees, partners, agents,
contractors, subcontractors, guests, invitces, 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 resulting from, the operations of or for Lessee on the leased premises
hereunder, or that may arise out of or be occasioned by Lessce’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, Lessce hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless 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
cnvironmental laws; those arising from or In any way related to Lessce'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 Lessec, its directors, officers, employees, partners, agents, contraclors, subconltractors, 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 soil, their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its ofTicers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANDMOR 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 NEGLIGENCFE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,
CONCURRENT, ACIUIVE, OR PASSIVE.
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36. ENVIRONMENTAL HAZARDS. Lessce shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, Including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambicnt air or any other environmental medium
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessce shall not bring or permit to remain on the lcased premiscs 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 (D A
VIOLATION OF THE FOREGOING PROUIBITION OR (1I) 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 TIE 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 TIHE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTEL BREACH OF THIS PARAGRAPIH, 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 leasc must be signed and acknowledged by the Lessce 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 I.

P LSO | 5 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
Clork 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
cTectave 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
Tewss Netural 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 emccution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office.

T Tt

¥ LESSEE / /
.e BY: CLAY JOHNSON
: -...
TITLE: N

DATE: 'é’;a'?

STATE OF TEXAS STATE OF TEXAS

BY:
Individually and as agent for the State of Texas

arten

Date:

STATE OF TEXAS STATE OF TEXAS

BY: BY:

Individually and as agent for the State of Texas Individually and as agent for the State of Texas
Date: Date:
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§TA'I'E OF (CORPORATION ACKNOWLEDGMENT) ¢

-

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared

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

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

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

Notary Public in and for

STATE OF _ (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared

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

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

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

Notary Public in and for

srm= TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
.
COUNTY OF MIDLAND

.
seaee
e Btfore me, the undersigned authority, on this day personally appeared Clay Johnson
= A

a_n
knowno nfe®to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and

considerMion therein expressed.
1 AA Qua
¢ *@MNen under my hand and seal of office this the day of /. i , 19 98

;
p
3 -
NOTARY PUBLIC &\ e inana rr JNU2
4
Comm. Exp. 10-30-99 ¢
STATE OF !ng Nt  ay (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF TDA'( |Pf 5

Before me, the undersigned authority, on this day personally appeared__ Angela Dawn Watkins Parten

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

Given under my hand and seal of office this the l "‘ day of \ 19 98 .

=

T
Notary Public in and for ] w»‘

: BRANDON E. FROSCH
& ) MY COMMISSION EXPIRES
& October 28, 2001
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
JUNE 3,.1998, BY-AND BETWEEN ANGELA DAWN WATKINS PARTEN, AS LESSOR,
AND CLAY JOHNSON, AS LESSEE, AND COVERING THE WEST-HALF (W/2) OF
SECTION 2, BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS f

If, at the expiration of the primary term hereof, this lease is being held by production or a
shut-in well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or
on lands pooled therewith, or Lessee has completed a well as a dry hole or shall have commenced
a well within 180 days prior to the expiration of the primary term hereof, Lessee agrees to
commence a continuous drilling program on said lands, or on lands pooled therewith, within 180
days after the end of the primary term hereof or within 180 days after the completion of drilling
operations being conducted on said land, or lands pooled therewith, at the end of the primary term
hereof, whichever is the later date; and thereafter carry on the continuous drilling program until all
proration units have been drilled, allowing not more than 180 days to elapse between the
completion of one well and the commencement of the next succeeding well. Should Lessee fail to
commence the continuous drilling program or subsequently default in the performance thereof,
then in either event, this lease shall terminate as to all lands covered hereby, save and except for

. oo the proration units surrounding each well then producing, capable of producing or upon which
*«"se"operations are being conducted. The term "proration unit" as used in this paragraph means any
+ o3%sacreage designated as a drilling unit or production unit in accordance with the rules of the
« Railroad Commission of the State of Texas. Further, the term "commencement" shall mean that
......pomt in time when the pertinent well is spudded and the term "completion" shall mean the date
es, sUPOD which the initial potential test report is filed with the Railroad Commission of the State of
*s “e2Texas, if a productive well, or the date of filing the plugging report with the commission, if a dry
hole. Notwithstanding the termination of this lease as to a portion of the lands covered hereby,
oseLessee shall nevertheless continue to have the right of ingress to and egress from said land still
subject to this lease for purposes described in paragraph 1 hereof, together with easements and
rights of way for roads, pipelines and other facilities on, over and across all of the lands still
subject to this lease and for the gathering or transportation of oil and gas produced from the
retained lands. The sole liability or penalty for the failure of Lessee to drill any well or wells
required or permitted in this lease shall be the termination or partial termination of Lessee's rights
under the lease as provided above.

L]
L
L]

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

%%(upmwc—aﬂl

Angela’ Dawn Watkins Parten
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997

PATD UP
OIL AND GAS LEASE
THIS AGREEMENT Is made and entered Into this 3rd day of June 1998 , between the State of Texas, acting by and through its
agent, LEZLIE SUE WATKINS TTPTON
iswell Road
Dallas, TX 75238 sald agent

(Give Permanent Address)

hereln referred to as the owner of the soll (whether one or morc), and CLAY JOHNSON :
W, Wall, Suite

Midland, TX 79701
(Give Permanent Address)

hereinafler called Lessee.

|. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be pald, kept and performed by
Lessee under this lease, the State of Texas acting by and through the owner of the soll, 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 sald products of the lease, the following lands situated In Reeves County, State

of Texas, to-wit:
West-Half (W/2) of Section 2, Block 38, PSL Survey.

« This is a PAID UP LEASE. Subject to the other provisions herein contained, this lease shall remain in force without rental payments
* «Bgdlrther payments other than royalties herein provided for a term of five (3) years from this date (called “primary term”), and so
-Uuu, thereafter as oil or gas (either or both) is produced from said land or land pooled therewith, or the lease is otherwise maintained
Y peovided herein. The Depository Bank and amount listed in paragraph 3 below is in reference to the payment of minimum royalty
# accordance with paragraph 3 below.

c'o;\:a.lrzl;ig 3201 acres, more or less. The bonus consideration paid for this lease is as follows:
ol To the State of Texas: SEVEN HUNDRED TWENTY AND 22/100
. Dollars ($ 12027 )
¢ Cens To the owner of the sol; SEVEN HUNDRED TWENTY AND 22/100
Dollars (§ 120.22 )
Total bonus consideration: ONE THOUSAND FOUR HUNDRED FORTY AND 44/100
Dollars (§ 1,440,44 )
The total bonus consideration paid represents a bonus of FIFTY-FOUR AND NO/100
Dollars (§___ 54 _00 ) peracre,on 26 . 6749 net acres.
2. TERM. Subject to the other provisions in this Ieue this lcase shall be for a term of five (5) years from this date

(herein called "primary term”) and as long thereafier as oll and gas, or cither of them, Is produced in paying quantitics from said land.
As used in this lease, the term "produced in paying quantities® means that the receipts from the sale or other authorlzed commerclal use of the substance(s) covered
exceed out of pocket operational expenses for the six months last past.

WWM", 4 shall parar
dhscommencement-ofawell-forone (i) yearfrom-sald-date: Payments under this paragraph shall be In the following amounts:
To the owner of the soil: " THIRTEEN AND 34/100

Dollars (§ 13.34 )
To the State of Texas: THIRTEEN AND 34/100

Dollars ($ 13.34 )
Total Rental: TWENTY-SIX AND 68/100

Dollars ($ 26 .68 )

Arettkc-menner-amd-upentiepay + AR r i A RS S MOt it orde forred-forswoeorsiropertodsofomotHyorrrecirdnring

ade I. L 1 ‘lm £1

T Ty

. If the bank designated In this paragraph (or lu successor bank) should cease to exlst, suspend business, llquldule. fall or
be succeeded by another bank, or for any reason fail or refuse lo accept 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 soll shall deliver to Lessce a proper recordable Instrument naming another bank as agent to recelve such payments

or tenders. True and Correct
it copy of
Original filed in
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4, PRODUCTION ROYALTIES. Upon production of oil and/or gas, 1.essee agrees to pay or cause to be paid one-half (1/2) Of“lc.:ﬂ)'lﬂly.
provided for in this lease to the Commissioner of the General Land Oflice of the State of Texas, at Austin, Fexas, and one-hall (1/2) of such royalty to the owner of

the soil:

(A) OIl.. Royalty payable on vil, which is defined as including all hydiocarbons 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 hereinafler provided. shall be
’ 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 Oflice, such value to be determined by 1) the highest posted price, plus premium, if any, otlered or paid for oil, condensate, distillate, or other liquid
hydrocarhons, respectively, of a like type and gravity in the general arca where produced and when min. ar 2) the hiphest market price thereof ofTered or paid in the
general area where produced and when run, or 3) the gross proceeds of the sale thercof, whichever is the greater. |.essee agiees that before any gas produced from the
lensed premises is sold, used or processed in a plant, it will be run fiee of cost Lo the 1oyalty owners thiough an adequate oil and gas separator of conventionnl type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable fiom 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.

n) NON PROCESSED GAS. Royalty on any gas (Including (lared gns), which is delined as all hydrocatbons and gaseous substances not defined
ns oil in subparagiaph (A) nbove, produced from any well on sald land (except as provided hereln with 1espect to gas processed In a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3)1 6 part of the gross production or the market value thercol, at the option of the
owner of the soil or the Commissloner of the General Land Office, such value to be based on the highest matket price paid or offered for gas of compaiable 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 maxinmum pressure hase
in measuting the gas under this lease shall not at any time exceed 14.65 pounds per square lnch absolute, and the standnrd base temperature shall be sixty (60)
degrees Faluenhelt, correction to he made for pressure according 1o Doyle's Law, and for specilic pravity acconding to tests made by the Balance Method or by the

most approved method of testing being used by the indusiry at the time of testing.

() PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant (or the recovery of gasoline or other liquid hydrocarbons
shall be _ _patt of the residue gas and the liguid hydiocarbons extracted or the market value thereol, at the option of the
owner of the soll or the Commissioner of the General Land Oflice. 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 (ifly percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocatbons attributable to the gas produced fiom this lease; provided that if liguid hydrocarbons ate tecovered fiom gns processed
in a plant in which Lessee (or its parent, subsidiary or alliliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accrulng to a third party processing gas through such plant under a processing agreement negotiated at arnt's length (or il there is no such third
Py By, e highest percent then belng specified in processing agreements or contracts in the industry), whichever is the greater. ‘Ihe respective royaltles on reshdue gns
and®orPAquid hydrocarbons shall be detenmined by 1) the highest market price paid or oflered for any gns (o liguid hydioearbons) of compaable quality in the
gejresd mica, or 2) the gross price paid or ofTered for such residue gas (or the welglited avernge gross selling piice for the respective grades of liquid hydrocarbons),
whiehever 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

beenqrocessed.

L
*50 %% (D) OTHER PRODUCTS. Royally on carbon black, sulphur or any other products produced or manufactured fiom gas (gxcepting liguid hydrocabons)
whegler sgid gas be "casinghead,” "dry," or any other gas, by [ractionating, burning or any other processing shall be 3f1 6 part of the
pr8gs hgduction 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
hnsl:'n[me average gross sale price of each product for the samie month in which such products are produced; whichever is the greater.

L
* **%5 MINIMUM ROYALTY. During any year aller 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 lsllnll 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 royallies
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 OfTice's right to 1ake 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) shali 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
hercunder ready for sale or use. Lessce agrees to compute and pay royalties on the gross value reccived, 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 OfTice, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formatlon underlying the leased premises after the liquld hydrocarbons contained in the gas have been removed; no royalties shall be payable on the 1ecycled gas
until it is produced and sold or used by Lessee in a manner which entitles 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 oll 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 royally on gas is due and
must be received in the General Land OfTice on or before the |5th day of the second month succeeding the month of production, accompanied by the alTidavit 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
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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 repotts 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 1o act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
puid on cach lease. If Lessce pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penally 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, royaltics shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
Ailidavits 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
ceflective on the date when the atfidavits or supporting documents were due. The l.essee 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 o 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. Lessce shall annually furnish the Commissioner of the General Land Office with
its hest 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 agreemerms 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 Ollice, 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
l.and Ofice by l.essee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
wrilten 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 Oflice at the time they are liled 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
Wtyfifyjng wells, tank batteries or other associated improvements to the land must also include the word "State.* Lessee shall supply the General Land Office with
aily t2ords, memoranda, accounts, reports, cultings and cores, or other information relative to the operation of the above-described premises, which may be
refnésted by the General I.and Office, in addition to those herein expressly provided for. lessee shall have an electrical and/or radioactivity survey made on the
bove-ho¥ section, from the base of the surface casing o the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of
thedog of each survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

- L]
dues The penalty for late filing shall be set by the General Land Olflice administrative rule which is effective on the date when the materials were due in the General

Pand"@fice.
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et (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when

.e, 11, DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
i) (ﬁth.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, l.essee'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 hercof, Lessee may resume payment of the annual rental in the same manner as provided hercin 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. 11 at the expiration of the primary term or any time thercaller a shut-in il or gas well is located on the leased premises, payments may be made in
accordance with the shul-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 lund, but | essee is then engaged in diilling or iewarking operations thereon, this lease shall remain in force so long as operations on said well or for
drilling or reworking of any additional well 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 thereafler 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 royaltics is made as provided in this lcase.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, aller
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
afler 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
intetuptions twtaling more than sixty (60) days. 1f such drilling or reworhing operations result in the production of oil or gas, the Icase shall remain in full force and
ellect for so long as oil or gas is produced from the leased premises in paying quantitics or payment of shut-in oil or gas well royalties or payment of compensutory
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
tenminate if the Lessee commences additional drilling or reworking operations within sixty (60) days aller the completion of the well as a dry hole, and this lcase
shall remain in elfect 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. Lessce shall give written notice to the General Land OfTice 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 alter the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and elfect, 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
leuse, but not less than $1,200 a year for cach well capable of producing oil or gas in paying quantities. 11 Paragraph 3 of this lease docs not specily a delay rental
amount, then lor the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, cach initial shut-in vil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days aller the Lessee ceases (o produce oil or gas lrom the leased premises, or (1) 60 days &
aller Lessce 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 Commissivner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in 0il or gas royalty is paid, the lease shall be considered 10 be
a producing lease and the payment shall extend the term of the lease for a period of one year [rom the end ol the primary term, or from the first day of the month
following the month in which production ceased, and, aller that, if no suitable production facilitics 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 quantities fiom a well located within one thousand (1,000) feet of the leased premises and completed in the same producing rescrvoir, 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 eflective
for the remainder of the year for which the royally has been paid. ‘The Lessee may maintain the lease for four more successive years by Lessee paying compensatory
royally 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 he paid monthly, one-half (1/2) to the Commissioner of the
General Land Oflice 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 drainnge or that is completed in the same producing reservoir and located within one thousand (1.000) feet of the leased premises
Il the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessce shall pay an amount cqual 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 ol reasonable development nor the obligation to drill offset
wells as provided in ‘T'exas 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 ol this lease to the contiary, aller a well producing or capable of producing oil or gas has
heen completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in diilling such additional well or wells ns may be
reasonahly 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 eflect two (2) years aller the expiration date of the primary or extended term it shall then terminate
as 1o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well eapable of producing in pnying 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 hercof), ora 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-
5alel .(I' (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

crrc.gnlaliuns of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
c|a,lc1):flu partial termination provisions hereof, the applicable ficld rules are changed or the well or wells located thercon are reclassified so that less ncreage is
the?dafel allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acieage not thereafler allocated to said well or wells for
prodtiction 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 4 and egress from the lands still subject to this lease for all purposes described in Paragraph | hereof, together with easements and rights-of-way for existing
roatls, extsting pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereol ("the retained lands"), for access 1o and from the
lc-lsin%d mnds and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.,

L] LR
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(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to cach 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 afler 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 cerlified copy of same, shall be filed in the General Land OfTice, accompanied by the filing fee prescribed
by the General Land Office rules in effect on the date the release is filed. 1 Lessee fails or refuses to execute and record such release or releases within ninety (90)
days afler being requested to do so by the General Land Office, then the Comunissioner at his sole discretion may designate by written instrument the acieage and/or
depths to be relcased hereunder and record such instrument at Lessee's expense in the county or cnllmlcs where the lease is located and in the official records of the
General Land OfTice and such designation shall be binding upon Lessee for all putposes.

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 lcased premises shall diill as many
wells as the facts may justily 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, il oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the lcased premises is being
drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days afier the draining 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 satisly 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, aller a good faith cfTort, 1.essee is prevented from complying with any express or implicd 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, o
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 |.essee
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, rothing 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 ol oil

or gas.
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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 lecased 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, L.essee 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 royaltics and rental herein pravided (o he paid 1o 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 Lessce adjusts the royalty or rental due to the Commissioner of
the General Land Ollice, Lessce 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 lcuse and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Oflice shiall 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 allucable 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-sixieenth (1/16) of such gross production. ‘

(1) 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 afler 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 tenins 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 afier the expiration of the primary term, the number of acies actually retained and covered by this lease.

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

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

¢ 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
n:il-:n:::mlscnl of the owner of the soil.

«"*s ¢ 25 POLLUTION. In developing this area, Lessce shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the

t'Jrcg:fir'ng, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilitics sufTicient 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
$ouutant and shall be responsible for all damage to public and private propertics. Lessce shall build and maintain fences around its slush, sump, and drainage pits
and Tuhk batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessce shall fill and level all
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. lLessee shall, while conducting operations on the leased premiscs, 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 ncar 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, Lessce shall have the right to remove machinery and fixtures placed by
Lessec 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, l.cssee 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 afler thirty (30) days written notice to the Commissioner of the General
l.and Oflice 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 l.essee

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
wid ussigns. However, u chunge or division in owneship of the lund, rentals, or royaltics will not enlarge the obligations of Lessce, diminish the rights, privileges
and estates of Lessee, impair the eflectiveness of any puyment mude by Lessce or impair the cllectiveness of any act performed by |.essee. 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
certitied 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 Lessce 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 rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessce or any
prior assignee of the lease, including any liabilities to the State for unpald royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lcase 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 assignec 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 erzployee of the corporation which is the owner of the sail;
(5) a partner or employee in a partnership which is the owner of the soil;
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(6) a liduciary for the owner of the soil; including but not limited to a guardian, tustee, executor, administrator, receiver. or conservator for the
owner of the soil; or j i o
(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. [f any part of this lease is properly surrendezed, 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 OfTice within 90 days of the last execution date accompanicd by the prescribed liling lee. Il 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 Oflice.

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 oll 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 afTecting 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.

32, FORFEITURE, If Lessee shall fail or refuse to make the payment of any sw within thinty days nfler it becomes due, or if Lessee or nn nuthotized
ngent should knowingly make any fnlse return or false teport conceming production or drilling, or if | .essce shall fail or refuse to drill any oflset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Olflice, 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
l.essee 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 furnish the General Land Office a correct Idg ol any well, or il 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
acg®igdPynder this lease shall be subject to forfeiture by the Commissioner, and lie shall forfeit same when sufTiciently informed of the facts which authorize a
forf@inm®, 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
waj'iﬂg!l;e 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 OfTice of future
comp#ance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

.

*S0°%%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 aren covered
by this Icose 1o 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, ift 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 1o Lessee from the sale of such leased minerals, whether such
pracscds are held by Lessce 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 12ased 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 sufler 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, Chapter 9 of the Texas Business and Commerce Code. l.essee agrees that the
Conunissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby
represents that there are no prior or superior liens arising from and relating to Lessee’s activities upon the above-desciibed 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 OffTice for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies (he execution requirements stated in Texas Natural
Resources Code 52.152.

35, INDEMNITY. Lessee hereby releases and discharges the State of Texas alid the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, ol 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
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessec on the leased premiscs
hereunder, or that may arise out of or be occasloned by Lessec’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, Lessec hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees and agents, thelr successors or assigns, against any and all claims, liabilitics, 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 1o be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with the aclivities of Lessee, its officers,
employees, and apents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANIVOR LIABILITIES ASSUMED UNDER THE TERMS OF TIHS AGREEMENT SHALL DE 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.
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36. ENVIRONMENTAL HAZARDS. Lessce shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution 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. Lessce 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.5.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 (I) A
VIOLATION OF THE FOREGOING PROHIBITION OR (II) 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 SIHALL
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 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 provisioas.

L X ]
ofe % 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

Ggyerg! 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 lcase shall
B¢ (e dpte found on Page 1.

. J9. LEASEFILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County
Clevbmnny county in which all or any part of the leased premises is located, and centified copies thereof must be filed in the General Land Office. This lease is not
€ c.cuvc 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
Fexas Matural 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 cxccullon of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office.

%\/&//Vﬂ/t/

LESSEE 7l
CLAY JOHNSON
TITLE: ¥
DATE: é /é . i j
STATE OF TEXAS STATE OF TEXAS
BY: BY: . fon_
Individually and as agent for the State of Texas Individu and as agent for the State of Texas
Watkins i
Date: |}lﬁ.‘lee -u -ca- Tlpton
SS
STATE OF TEXAS STATE OF TEXAS
BY: BY:
Individually and as agent for the State of Texas Individually and as ageni for the State of Texas
Date: Date:
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(CORPORATION ACKNOWLEDGMENT) '

STATE OF

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared

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

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

Given under my hand and scal of office this the day of , 19

Notary Public in and for

STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared

known to me to be the person whose name Is subscribed to the foregoing instrument, as of

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

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

.
. ae

e h Notary Public in and for

Ll
L L L L

STATE OF* TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
.e -

COUNTYOF MIDLAND
L ]

+*. Before me, the undersigned authority, on this day personally appeared Clay Johnson

- *ne
known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and

consideration therein expressed.
Given under my hand and seal of office this the / C" day of Q{M , 19 98

; MONICA “‘AR‘LOV‘\;E‘ " .
) Ngt.la-‘tfy PUBLIC Notary Public in and for W
/ of Texas 4
~ | & Comm. Exp. 10-30-99
STATE OF l C¥‘ &S i s (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF WUQ.B

Before me, the undersigned authority, on this day personally appeared Lezlie Sue Watkins Tipton

known to me to be the persons whose names are subscribed to the foregoing instrument, and scknowledged to me that they executed the same for the purposes and
consideration therein expressed. I 9 -

dsyof __\__. f‘)m J19_98

Given under my hand and seal of office this the

DIANNE STEWART ESKRIDGE ¢
NOTARY PUBLIC
State of Texas
Comm. Exp. 11-02-2001

Ty M e e e o o e o o o o o o o o
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JUNE
3, 1998, BY AND BETWEEN LEZLIE SUE WATKINS TIPTON AS LESSOR, AND CLAY
JOHNSON, AS LESSEE, AND COVERING THE W/2 OF SECTION 2, BLOCK 58, PUBLIC
SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS.

If, at the expiration of the primary term hereof, this lease is being held by production or a shut-in_well
pursuant to the terms hereof, or Lessee is then engaged in operations on said land or on lands pooled
therewith, or Lessee has completed a well as a dry hole or shall have commenced a well within 180 days
prior to the expiration of the primary term hereof, Lessee agrees to commence a continuous drilling
program on said lands, or on lands pooled therewith, within 180 days after the end of the primary term
hereof or within 180 days after the completion of drilling operations being conducted on said land, or
lands pooled therewith, at the end of the primary term hereof, whichever is the later date; and thereafter
carry on the continuous drilling program until all proration units have been drilled, allowing not more
than 180 days to elapse between the completion of one well and the commencement of the next
succeeding well. Should Lessee fail to commence the continuous drilling program or subsequently default
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby,

* save and except for the proration units surrounding each well then producing, capable of producing or

upon which operations are being conducted. The term "proration unit" as used in this paragraph means
any acreage designated as a drilling unit or production unit in accordance with the rules of the Railroad

« Commission of the State of Texas. Further, the term "commencement" shall mean that point in time when

the pertinent well is spudded and the term "completion" shall mean the date upon which the initial
potential test report is filed with the Railroad Commission of the State of Texas, if a productive well, or
the date of filing the plugging report with the commission, if a dry hole. 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 said land still subject to this lease for purposes described in paragraph
1 hereof, together with easements and rights of way for roads, pipelines and other facilities on, over and
across all of the lands still subject to this lease and for the gathering or transportation of oil and gas
produced from the retained lands. The sole liability or penalty for the failure of Lessee to drill any well or
wells required or permitted in this lease shall be the termination or partial termination of Lessee's rights
under the lease as provided above.

In conducting such continuous drilling program, Lessee shall be entitled to accumulate and later use time,
if any, saved between wells, beginning with the second well under this continuous drilling program. If
one well is commenced sooner than 180 days after the completion of the last preceding well, the portion
of the prescribed 180 day period not used may be carried forward and added to the period between
subsequent wells.
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997

PATD UP
OIL AND GAS LEASE

THIS AGREEMENT Is made and entered Into this3XA__day of__June 19_98 , between the State of Texas, acting by and through its
WINF' GRASTY =

agent,
820 Viscova Tane

Altamonte” Springs, FI. 32701 sald agent
(Give Permanent Address)

hereln referred to as the owner of the soll (whether one or more), and ( El AY JOHNSON "
03 W. Wall, Suite 800

Midland. T% 79701
(Give Permanent Address)’

hereinafler called Lessee.

I. 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 lease, the State of Texas acting by and through the owner of the soll, 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 oll and bullding power stations, telephone lines and other structures
thereon, to produce, save, take care of, treat and transport sald products of the lease, the following lands situated In Reeves County, State
of Texas, to-wit: )
West-Half (W/2) of Section 2, Block 38, PSL Survey.
This is a PAID UP LEASE. Subject to the other provisions hercin contained, this lease shall remain in force without rental payments
or further payments other than royalties herein provided for a term of five (5) vears from this date (called “primary term”), and so
long thereafter as oil or gas (cither or both) is produced from said land or land pooled therewith, or the lease is otherwise maintained
1% mvu]cd herein. The Depository Bank and amount listed in paragraph 3 below is in reference to the payment of minimum royalty

imaeanrdance with paragraph 5 below.,
Sace
L] . o
cofthinifig 320.1 acres, more or less. The bonus consideration paid for this lease is as follows:

o8 To the State of Texas: TWO THOUSAND ONE HUNDRED SIXTY AND 67/100
R Dollars (§__2, 16067 )
TWO THOUSAND ONE HUNDRED SIXTY AND 67/100

To the owner of the soil:

g Dollers (S__2_160 67 )
eees
YR Total bonus consideration:_____FOUR THOUSAND THREE HUNDRED TWENTY ONE AND 34/100
Dollars (__4,321 .34 )
The total bonus consideration paid represents a bonus of FIFTY-FOUR_AND NO/100
Dollars (S_54 _0Q ) per acre, on 80.025 net acres.
2. TERM. Subject to the other provisions in this lease, this lease shall be foraterm of __five (5) years from this date

(herein called "primary term*) and as long thereafier as oil and gas, or either of them, Is produced in paying quantities from sald land.
As used in this lease, the term "produced in paying quantities”® means that the recelpts from the sale or other authorlzed commerclal use of the substance(s) covered

exceed out of pocket operational expenses for the six months last past.

i PEEAY-RENTALES—{HnowetHscommencedomthe-teased-premiscsonmor-beforcone-{Hycarfromrthisdatethisteascshat-terminatetmicss

oaurhctuce such annlversary date Lessco 'h."ﬂwwﬂw
the excil] | ynod AT AT T Bank,
at mmmuwmh«mmmmrmmwﬂwr

Mmmmm%m:ymmu under lhll pnlgrnph:hnll be In lhe followlng amounts;
To the owner of the soil: TFORTY AND 01 /1 00

Dollars ($ 40,01 )
To the State of Texas: FORTY AND 01/100

Dollars ($ 40,01 )
Total Rental: EIGHTY AND 02/100

Dollars ($ 80.02 )

WWMMW TS H-may-be-h Mmd-fommnho?ﬂbé’ﬁm-ﬂmmm
If the bank designated in this paragraph (or Its successor bank) should cease to exlst, suspend business, Ilc;uldate. fail or

be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessce 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 soll shall deliver to Lessce a proper recordable instrument naming another bank as agent to recelve such payments

or tenders,



4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause 1o be paid one-half (1/2) of thg royalty
provilled for in this lease to the Commissioner of the General Land Office ut’lhc State of Texns, at Austin, Vexas, and one-hall (1/2) of such royalty to the owner of

the soil* L

(A) OIlL.. Royalty payable on oil, which is defined as including all hydiocarbons 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 hereinafler provided. shall be
pait of the gross production or the market value thereof, at the option of the owner of the soil or the Conunissioner of the
General Land Office, such value to be determined by 1) the highest posted price, plus premium, il any, oflered 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 thereaf offered or paid in the
penera) area where produced and when run, or 3) the gross proceeds of the sale thercol, whichever is the gieater. Lessce ngrees that before any gas produced (rom the
leased premises is sold, used or processed in a plant, it will be run fice of cost to the royalty owners through an adequate oil and gas separator of conventional type, or
other equipment at least as efficlent, so that all liquld hydrocarbons recoverable fiom 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.

() NON PROCESSED GAS. Royalty on any gas (Including (Iared gns), which is defined ns all hydroenrbons and gaseous substances not deflined
ns oil in subparagraph (A) above, produced from any well on sald 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 f1 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 based on the highest market price paid or offered for gas of compaiable quality in
the general area where produced and when run, or the gross price paid or oflered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any thine exceed 14.65 pounds per square lnch absolute, and the standard base temperature shall be sixty (60)
degrees Falienhelt, correction to he made for pressure according to Noyle's Law, and for specilic gravily according to tesis made by the Dalance Method or by the

most approved method of testing belng used by the indusiry at the time of testing.

(©) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other Hguid hydiocarbons
shall be 3/16 part of the residue gas and the liguid hydiocarbons extiacted or the matket value thereol, at the option of the
owner of the soll or the Commissioner of the General Land OfTice. 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 {illy percent (50%), or that percent accruing to |.essee, whichever is the greater, of the
total plant production of liquid hydrocarbons attributable to the gas produced fiom this lease; provided that if liguid hydioearbons are recovered from gas processed
in a plant in which Lessee (or Its parent, subsidiary or alliliate) owns an interest, then the percentage applicable to liquid hydroearbons shall be lilly 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 belng specified in processing agreements or contracts in the industry), whichever is the greater. ‘The respective royalties on residue gas
and on lquid hydrocarbons shall be determined by 1) the highest mnrket price paid or oflercd for any gas (or liquid hydioentbong) of comparable quality in the
general aren, or 2) the gross price paid or ofTered for such residue gns (or the welghted avernge gross sclling price for the respective grades of liquid hydiocarhons),
wlllchgxcr 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

hoeuquoo:sscl.l

**5% e (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from [I éccpllug liguid hydrocarbons)

.
part of the

wln!lﬁcr s'uld gas be "casinghead,” "dry,” or any other gas, by fractionating, buming or any other processing shall be
gros@production of such products, or the market value thereof, at the option of the owner of the soil or the Commissloner ol'thc General Land Office, such market
valug p Ife 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
basm of e average gross sale price of each product for the same month In which such products are produced; whichever is the greater.

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 wnder this lease in no event lsllall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and payable on or
befogs slac last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royaltics paid during the
p:e‘ccdfng.yur If Paragraph 3 of this lcase 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 royaltics
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 ils royally 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. Lessce agrees to compule and pay royalties on the gross value received, including any reimbursements for severance laxes and

production related costs.

8. PLANT FUEL AND RECYCLED GQAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fucl 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 1ift puposes on the leased premises or for injection into any oil or gas prodicing
formatlon underlying the leased premises afler the liquid hydrocarbons contained in the gas hiave been removed; no royaltics shall be payable on the recycled pas
until it is produced and sold or used by Lessee in a manner which entitles 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 nt Austin,
Texas, In the followlng manner:

I'aymcnt'ufm'ynlly on production of oil and gas shall be as provided in the mles 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 OlTice on or before the 15th day of the second month succeeding the month of production, accompanied by the allidavit of the
owner, manager or other authorized agent, completed in the form and manner presciibed 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
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and rharket value including gas meter readings, pipcline 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 OfTice may require to verify the gross production, disposition and
market value. In all cases the authority of a manager or agent 1o act for the Lessce hercin must be filed in the General Land Office. Each royalty payment shall be
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lcase number the amount of royalty being
paid on each lease. If Lessce pays his royalty on or before thirty (30) days afler 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 latc shall accruc a penalty of 10% of the royalty duc or $25.00 whichever is greater.
In addition 1o a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue
Allidavits and supporting documents which are not filed when due shall incur a penalty. in an amount set by the General L.and Office administrative rule which is

- elTective on the date when the affidavits or supporting documents were due. The Lessce 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 o 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 furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemerms 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 Oflice, the Attorney 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
wrillen notice to the General Land Office shall include copics 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 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
baredwle 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
e 1u9¢.:nfeach survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

LA LN
* . (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land OfTice when

-.e L
dues The penalty for late filing shall be set by the General Land Ollice administrative rule which is effective on the date when the materials were due in the General

Land Ogice,
sssaee
i 11, DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hercof and prior to discovery and production
of vil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and afler the discovery and actual production of oil or
gas fiom 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) ddys from
dnxc'gl'.complclion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
mwsl d-elny 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, l.essee’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 tern 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 hercof, 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
tetminate. 11 at the expiration of the primary term or any time thercaller a shut-in oil or gas well is located on the lcased premises, payments may be made in
accordance with the shut-in provisions hereof.

12, DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. 1If, at the expiration of the primary term, neither oil nor gas is being
produced on said lund, but | essce is then engaged in diilling or ieworking operations thereon, this lease shall remain in force so long as operations on said well or for
drilling or reworking of any additional well 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 thereafler as oil and/or gas is produced in paying quantities from said land, or
payment of shut-in vil or gas well royalties or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, afler the expiration of the primary term, production of oil or gas from the leased premises, aller
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
afler 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. 1f such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and
ellect 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 compensutory
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 aller the completion of the well as a dry hole, and this lease
shall remain in efTect 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 alter 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 quantitics is located on the leased premises, but oil or gas is nol being produced for lack of suitable
production facilities or lack of a suitable market, then Lessce may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lcase, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantitics. If Paragraph 3 of this lcase 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 aller the Lessce ceases to produce oil or gas from the leased premises, or (3) 60 day?

* afler Lessee completes a diilling or reworking operation in accordance with the lease provisions: whichever date is latest. Such payment shall be made one-half (1/2)
to the Comumissioner of the General Land Olfice and ene-half (1/2) to the owner of the soil. If the shut-in vil or gas royalty is paid, the lease shall be considered 1o be
a producing lease and the payment shall extend the ternn 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, aller that, if no suitable production lacilities 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 ‘he shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities fiom a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
casc in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall ccase), but the lease shall remain efTective
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 fiom the well causing the diainage or which is completed in the same producing
reservoir and within one thousand (1.000) feet of the leased premises. The compensatory royalty is 1o be paid monthly, one-half (1/2) to the Commissioner of the
General Land OfTice and one-half (1/2) to the owner of the soil, beginning on or beflore the last day of the month following the month in which the oil or gas is
praduced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1.000) feet of the leased premises
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in vil or gas royalty, Lessce shall pay an amount cqual (o 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 Connnissioner's writlen approval, the
payment of compensatory royaltics can satisfy the obligation to drill oflsct wells.

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years afler the expiration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hercol), 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-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time afler the effective
date of the partial termination provisions hereof, the applicable field rules arc changed or the well or wells located thereon are reclassified so that less ncienge is
thgfgRerallocated to said well or wells for production purposes, this lcasc shall thereupon terminate as to all acreage not thereafler allocated to said well or wells for
profuct®n purposes. Notwilhistanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingress w and egress from the lands still subject to this lease for all purposes described in Paragraph | hereof, together with easements and rights-of-way for existing
10Adse :xi=ling 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
retaingd lands and for the gathering or transportation of oil, gas and other 1zinerals produced from the retained lands.
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(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 OfTice. Within thirty (30) days afler 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 hercunder. 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 requesied to do so by the General Land Office, then the Conunissioner at his sole discretion may designate by written instrument the acreage and/or
depihs to be releascd hereunder and record such instrument at Lessee's expense in the county or counties wheie the lease is located and in the official records of the
General Land Office and such designation shall be binding upon Lessee fur all purposes.

17. OFFSET WELLS. Necither the bonus, aelay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to proteet
the oil and gas under the above-described land from being drained. l.essce, sublessee, receiver or other agent in control of the leased premises shall drill as many
wells as the facts may justily 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, il 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 preniiscs 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 afler 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 writien 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, afler a good faith cflort, Lessce is prevented from complying with any express or implied covenant of this lease, fiom
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premiscs 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 |.essee
shall not be liable for damages for failure to comply with such covenants; additionally, this lcase shall be extended while Lessec is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the lcased premiscs. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary tern in the absence of such drilling or reworking operations or production of oil

or gas.
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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. [ 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) PROPORTIONAT[; 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 spccmcd 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 royaltics 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 Lessce adjusts the royalty or rental duc 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
discrepaney between the interest purportedly leused under this leuse and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Oflice sholl 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 afler 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 tenns 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 afler the expiration of the primary tenn, the number of acres actually retained and covered by this lease.

21. USE OF WATER. lLessee 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, Lessce shall not use potable water or water suitable for livestock or irrigation purposes for waterfllood 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.

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth.
. o0
T 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
praga consent of the owner of the soil.
e .

. 25. POLLUTION. In developing this arca, Lessce shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoige, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillages seepage or ground water contamination. In the event of pollution, Lessce 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 propertics. 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. l.essee shall, while conducting operations on the leased premises, keep said
prewsscs 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
Sonillich and contours as is practicable. Tanks and equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessce 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, l.essee may not remove casing from any well capable of producing oil
and gas in paying quantitics. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
Land Ollice 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 l.essce

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 cither 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, devisces, lcgal representatives, successors
und ussigns. However, u change or division in ownership of the lund, rentals, or royaltics will not enlarge the obligations of Lessce, diminish the rights, privileges
und estates of Lessee, impair the effectiveness ol uny puyment made by Lessce or lmpair the ellectiveness 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 afler 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
certitied 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 arca of cach, 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 lcase 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, liabilitics, and penaltics owed to the State by the original lessce or any
prior assignee of the lease, including any liabilitics 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 employce 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;
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, tinstee, executor, administrator, receiver. or conservator Iu.r'lhc
‘ owner of the soil; or 1 e
(7) a family member of the owner of the soil or related fb the owner of the soil by marriage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lesseec may at any time exccute 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 of portions, and be
relieved of all subsequent obligations as to acreage surrendered. 1 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 liling fee. 1l 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 Oflice.

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 facts aflecting 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.

32, FORFEITURE, If Lessee shall fail or refuse to make the payment of any sum within thinty days alter it becomes due, o if Lessee or nn nuthorized
agent should knowingly make any false return or false teport concerning production or deilling, or if essee shali (sil or refuse (o drill any oflset 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 furnish the General Land Olfice a correct log of any well, or il 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 OfTice as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufTiciently informed of the facts which authorize a
forfeiture, and when forfeiled the arca shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the aulomatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
leag® pAa gll rights thereunder reinstated before the rights ol another intervene upon satisfactory evidence to the Commissioner of the General Land OfTice of future
confhlifftce with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

L LR ]

est :33. LIEN. In accordance with Texas Natural Resources Code 52,136, the State shall have a first tien upon all oil and gas produced from the area covered
by this lcase 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 pgdition 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 inwll 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 sufTer 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
foreg)gwré! with or without court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
Coflyyi®si§ner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge. attach or perfect this lien. Lessee hereby
represents that there are no prior or superior liens arising from and relating to Lessee’s activities upon the above-described property or from Lessce’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 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural
Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas alid the owner of the soil. their officers, employees, pariners, agents,
contractors, subcontraclors, 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
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessce on the leased premises
hercunder, or that may arise out of or be occasloned by Lessce's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly lable
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their ofMicers, employees and agents, thelr 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 (o 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 harmless the State of
Texas and the owner of the soil, their ofTicers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its ofTicers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANDOR 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 PARITY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETIHER SUCH NEGLIGENCE BE SOLE, JOINT,
CONCURRENT, ACTIVE, OR PASSIVE,
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J6. ENVIRONMENTAL HAZARDS. Lessce shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution 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 lcased premises, by any waste, pollutant, or contaminant. Lessce 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. Scctions 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Meterials"), except ordinary preducts commonly used-in connection with oil and gas
exploration and development operations and stored In the usual manner and quantitics, 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 (I) A
VIOLATION OF THE FOREGOING PROHIBITION OR (II) 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 PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOYERNMENTAL
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT TIHE 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 lcase 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.

- *e .
*e%ee” 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
Clerksin any county in which all or any part of the leased premises is located, and certified copics thereof must be filed in the General Land Office. This lease is not
effeetive*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 excewtion of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office.
L] .

: &/\/&ﬁ//ﬁ 24/

seee LESSEE
2 BY: CLAY JOHNSON
TITLE: 7’/« ?J
DATE:
STATE OF TEXAS ; : STATE OF IE
BY: BY:_

agcm for the Slal: of Texas

Individually and as agent for the State of Texas
nf 1e %ras y

Date:

STATE OF TEXAS STATE OF TEXAS

BY: BY:

Individually and as agent for the State of Texas Individually and as agent for the State of Texas
Date: . Date:

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

O iy
STATE OF (CORPORATION ACKNOWLEDGMENT) &

b

BEFORE ME, the undersigned authority, on this day personally appeared

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

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

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

Notary Public in and for

STATE OF _ (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared

known to me to be the person whose name Is subscribed to the foregoing instrument, as of

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

Given under my hand and seal of office this the day of = I8

Notary Public in and for

. o0
. L
e as
(L]
. . :
STAYE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
counspypF___ MIDLAND

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

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

com@e:mlzn therein expressed.
Given under my hand and seal of office this the /5 day of M\ .19 98

MONICA MARLOWE
NOTARY PUBLIC
State of Texas
Comm. Exp. 10-30-99

Notary Public in and for W

R

(INDIVIDUAL ACKNOWLEDGMENT)

STATE OF EL O b.ﬂ-
COUNTY OF\fo s i

Before me, the undersigaed authorlty, on this day personally appeared_ Jeffrey Winfield Grasty

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

Given under my hand and seal of office this the l l/ day of (A m‘ - L1998
S ATRICIA LYN Tﬂ““”‘ﬁ%’;gs Notary Pdblic in and for ST &,\ FLD‘KAD”-
&/*\ Y Comni L‘p 12/ U
;w’h"TAE‘ b\=) 13 .mx“J. By Service Ins
a n"yﬂ,_:;{_) C(“425333

] Other L D

U,[e_mmym“
True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
JUNE 3, 1998, BY AND BETWEEN JEFFREY WINFIELD GRASTY, AS LESSOR, AND
CLAY IOHNSON AS LESSEE, AND COVERING THE WEST-HALF (W/2) OF SECTION 2,
BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS

If, at the expiration of the primary term hereof, this lease is being held by production or a
shut-in well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or
on lands pooled therewith, or Lessee has completed a well as a dry hole or shall have commenced
a well within 180 days prior to the expiration of the primary term hereof, Lessee agrees to
commence a continuous drilling program on said lands, or on lands pooled therewith, within 180
days after the end of the primary term hereof or within 180 days after the completion of drilling
operations being conducted on said land, or lands pooled therewith, at the end of the primary term
hereof, whichever is the later date; and thereafter carry on the continuous drilling program until all
proration units have been drilled, allowing not more than 180 days to elapse between the
completion of one well and the commencement of the next succeeding well. Should Lessee fail to
commence the continuous drilling program or subsequently default in the performance thereof,
then in either event, this lease shall terminate as to all lands covered hereby, save and except for

. the proration units surrounding each well then producing, capable of producing or upon which

operations are being conducted. The term "proration unit" as used in this paragraph means any
acreage designated as a drilling unit or production unit in accordance with the rules of the
Railroad Commission of the State of Texas. Further, the term "commencement" shall mean that

¢ point in time when the pertinent well is spudded and the term "completion" shall mean the date

upon which the initial potential test report is filed with the Railroad Commission of the State of
Texas, if a productive well, or the date of filing the plugging report with the commission, if a dry

. hole. 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 said land still
subject to this lease for purposes described in paragraph 1 hereof, together with easements and
rights of way for roads, pipelines and other facilities on, over and across all of the lands still
subject to this lease and for the gathering or transportation of oil and gas produced from the
retained lands. The sole liability or penalty for the failure of Lessee to drill any well or wells
required or permitted in this lease shall be the termination or partial termination of Lessee's rights
under the lease as provided above.

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

o L F

Je eE{fW‘lFe]d Grasty

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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“TEXAS GENERAL LAND OFFICE

GARRY MAURO

COMMISSIONER MEMORANDUM
DATE:  04-Aug-98

LG Garry Mauro, Commissioner

Spencer Reid, Senior Deputy Commissioner

FROM: Robert Hatter, Director of Mineral Leasing /14 -~ / (# 00 ? 7

Peter Boone, Chief Geologist

RE: Relinquishment Act Lease

Applicant:  Clay Johnson

County: REEVES Base File #: 121934
Section: 2 Block: 58 Abstract: 3799
Survey: PUBLIC SCHOOL LAND
Prim. Term: 5 years Bonus/Acre $50.00
Royalty: 3/16 Rental/Acre $1.00

Consideration

Recommended: © LA 8.9+ 95

Not Recommended:
Comments:

Lease Form

Recommended: /("

Not Recommended:

Comments:

Spencer Reid, Senior Deputy Date: 8/7/ 94
: ! G

Recommended: j&

Not Recommended:

Garry Mauro, Commissioner Date:

Approved: é) W\

Not Approved!




TEXAS GENERAL LAND OFFICE M- 1000 9 UL

GARRY MAURO
COMMISSIONER MEMORANDUM

DATE:  15-Sep-98

TO: Garry Mauro, Commissioner
Spencer Reid, Senior Deputy Commissioner

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

RE: Relinquishment Act Lease

Applicant:  Clay Johnson

County: REEVES Base File #: 121934
Section: 2 Block: 58 Abstract: 3799
Survey: PUBLIC SCHOOL LAND
Prim. Term: 5 years Bonus/Acre $50.00
Royalty: 3/16 Rental/Acre $1.00

Consideration

Recornmendedz/a"th I ) lo- 98
Not Recommended:

Comments:

[Lease Form

Recommended: [%_74 } 9//4s

Not Recommended:

Comments:

Spencer Reid, Senior Deputy Date: q ~16-9§
Recommended:
Not Recommended:

Garry Mauro, Copamissioner Date:

Approved:
Not Approved:



RAL REVIEW SHEET

Transaction & 2699 Gaologist: L. Collier
lgssa-  Tipton, Lezlie Sue Watkins Leasa Datg: 6/3/98 0
Lesses: Clay Johnson Acres: 3201
LEASE DESCRIPTION
County BasaFilaNo Part Sec. Block Twp Survey Abst#
REEVES 121934 WP 2 58 00 PUBLIC SCHOOL LAND 3799
TERMS OFFERED TERMS RECOMMENDED
PrimaryTerm: 5 years - Primary Term 5 years
Bonus/Acre: , $50.00 | Bonus/Acrg $50.00
Rental/Acre: | $1.00 | Rental/Acrs | $1.00
Royalty: 316 ] Royalty 3/16
COMPARISONS
MF # Lesses Dats Term Bonus/Ac.  Rental/Ac.  Royalty  Distance
[ B ' Last Leasa

Also, Angela Dawn Watkins Parten.

Tuesday, August 04, 1998
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HITAN RESOURCES, L.FP.

ACQUISITI
S BBﬁgﬁgglsﬁER OF THE GENERAL LAND OFFICE 10/6/98 0 0 7
PARAGON #299:1.ease Bonus Payment in full of 1/2 Lease Bonus Consideration 720.22
* due the State of Texas for Paid-Up Oil & Gas Lease

dated 06/03/98 from the State of Texas by Agent Wendy
Diane Walkins Anderson, Lessor, in favor of Clay Johnson,
Lessee, covering W/2 of Section 2, Block 58, PSL Survey,
Reeves County, Texas.

- O o
\" 107965

Checking Lease Bonus 720.22

TITAN RESOURCES, L.P.

ACQUISITIEN GRFSKINRER OF THE GENERAL LAND OFFICE 10/6/98 002607
e $ARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration 720.22
P due the State of Texas for Paid-Up Oil & Gas Lease
R dated 06/03/98 from the State of Texas by Agent Wendy
PP | Diane Walkins Anderson, Lessor. in favor of Clay Johnson,
. Lessee, covering W/2 of Section 2, Block 58, PSL Survey,
.0, Reeves County, Texas.
. o8

-
(L L AL L ]
. .

Checking Lease Bonus : 720.22



AN nl:ouun\...lza L. r

ACQUISITI N CHE

OMMI ‘QIONPR OF THE GENERAL LAND OFFICE
PARAGON #299:1.ease Bonus

Checking

TITAN RESOURCES, L.P.

Lease Bonus

Payment in full of the 1/2 of lease bonus
con n due the State of Texas

for gﬁ mﬁ&m Lease dated 06/03/98
from the State of Texas by Agent,

William Walker Watkins and wife, Pauline

Ralls Watkins, Lessor, in favor
of Clay Johnson, Lessee,
covering W/2 of Section 2,
Block 38, PSL Survey,

Reeves County, Texas.

ACQUISITICHFSEINRER OF THE GENERAL LAND OFFICE
PARAGON #299:Lcase Bonus

Checking

Lease Bonus

Cf,,._‘cé’ cT /S{(

3

Payment in full of the 1/2 of lease bonus
con der n due the State of Texas
i'org (p' sas Lease dated 06/03/98

from the State of Texas by Agent,

William Walker Watkins and wife, Pauline
Ralls Watkins, Lessor, in favor

of Clay Johnson, Lessee,

covering W/2 of Section 2,

Block 58, PSL Survey,

Reeves County, Texas.

(2959

~ 2686

- —

7/15/98

7/15/98

002020

4321.35

/70

98058514

X 4,321.35

002020

4,321.35

4,321.35



AN MESUUNLED, L.,

v
ACQUISITICHIRESSIIRER OF THE GENERAL LAND OFFICE

" PARAGON #299:Lease Bonus Payment in full of the 1/2 of lease bonus
consideration due the State of Texas
for Paid-up Oil and Gas Lease dated 06/03/98
from the State of Texas by Agent,
Angela Dawn Watkins Parten, Lessor,

. e
. oo in favor of Clay Johnson, Lessee,
sese covering W/2 of Section 2, Block 38,
e PSL Survey, Reeves County, Texas.
. )
ecenss [ J\ {L./'I
.
i 4 \/
. . ®
L] .e -
L]
.e
L
- LE X )
Checking Lease Bonus

TITAN RESOURCES, L.P.
ACQUISITIEMFIFSSISER OF THE GENERAL LAND OFFICE

PARAGON #299:Lease Bonus Payment in full of the 1/2 of lease bonus
consideration due the State of Texas
for Paid-up Oil and Gas Lease dated 06/03/98
from the State of Texas by Agent,
Angela Dawn Watkins Parten, Lessor,
in favor of Clay Johnson, Lessee,
L covering W/2 of Section 2, Block 58,
' PSL Survey, Reeves County, Texas.

Lo

Checking Lease Bonus

7/15/98 002026

720.22

98058511

7/15/98



1HTAN HEDUUHLLED, L. v
ACQUISITIBNGRSSISRER OF THE GENERAL LAND OFFICE 8/12/98 002264
PARAGON #299:Lease Bonus Payment in full of the 1/2 lease bonus 2,160.67

consideration due the State of Texas
for Paid-up Oil & Gas Lease dated 06/03/98

o &b from the State of Texas by Agent, Jeffrey
T Winfield Grasty, Lessor, in favor of
sese Clay Johnson. Lessee, covering
"eet 2 W/2 of Section 2, Block 58, PSL
. Survey, Reeves County, Texas.
LR LN ] .:

i 39000278
S 0

Checking Lease Bonus )(2. 160.67
TITAN RESOURCES, L.P. 002264
ACQUISITIONGNASSINRER OF THE GENERAL LAND OFFICE 8/12/98

PARAGON #299:Lease Bonus Payment in full of the 1/2 lease bonus 2.160.67

consideration due the State of Texas
for Paid-up Oil & Gas Lease dated 06/03/98
from the State of Texas by Agent, Jeffrey
Winfield Grasty, Lessor, in favor of
Clay Johnson. Lessee, covering

oy W/2 of Section 2, Block 58, PSL
Survey, Reeves County, Texas.

Checking Lease Bonus 2,160.67



ACQUISITION CHECKING 002027

COMMISSI(h)lTC\‘iIER OF THE GENERAL LAND OFFICE 7/15/98
o« *LARAGON #299:Lease Bonus Payment in full of the 1/2 of lease bonus 720.22
L consideration due the State of Texas
o e for Paid-up Oil and Gas Lease dated 06/03/98
R W from the State of Texas by Agent,
. Lezlie Sue Watkins Tipton, Lessor,
oo -.E in favor of Clay Johnson, Lessee,
el e covering W/2 of Section 2, Block 58,
e PSL Survey, Reeves County, Texas.
. L,‘
oo =
W1 980585029
.
Cheeking Lease Bonus 720.22

TITAN RESOURCES, L.P. 002027

ACQUISITIOMIMTSSIBNER OF THE GENERAL LAND OFFICE 7/15/98
PARAGON #299:1ease Bonus Payment in full of the 1/2 of lease bonus 720.22

consideration due the State of Texas
for Paid-up Oil and Gas Lease dated 06/03/98
from the State of Texas by Agent,
Lezlie Sue Watkins Tipton, Lessor,

- in favor of Clay Johnson, Lessee,

] covering W/2 of Section 2, Block 58,
PSL Survey, Reeves County, Texas.

o J :’)ﬂ,ﬁ : —%??
Checking Lease Bonus Cm‘i’&# sl & &)ﬁ 720.22

e~ enliiiie
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Texas General
Land Office

David Dewhurst
Commissioner

Stephen F. Austin Building

1700 North
Congress Avenue

Austin, Texas
78701-1495

512-463-5001

January 21, 1999

Attn: J. Robert Ready
Titan Resources, L.P.
500 W. Texas, Suite 500
Midland, Texas 79701

Re:  RELINQUISHMENT ACT LEASE No. M-100097
W/2 of Sec. 2, Blk. 58, PSL Survey
Reeves County, Texas

Dear Mr. Ready :

The certified copy of the Relinquishment Act lease covering the above
referenced tract has been approved and filed in our records under mineral file
number M-100097. Please refer to this number in all future correspondence
concerning the lease.

Your remittance of $8,767.68, has been applied as the state's portion of the
bonus, the processing fee and the filing fee. Please let me know if you should
have any questions.

Sincerely, B /
- i W |
__f?,-él\u-.] 'F/A.A-
DrewReid ! |
Minerals Leasing

Energy Resources
(512) 475-1534

MT/DR
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GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

June 16, 2014

Tish Maney

Cimarex

600 N. Marienfeld St., Suite 600
Midland, Texas 79701

RE: GLO Assignment ID # 8850, MF100097
Dear Ms. Maney,

The General Land Office received the following instrument(s) and has filed them in the
appropriate files.

Assignment of Oil and Gas Leases, effective June 8, 2013 from Wildhorse
Interest, LLC, as assignor, to Cimarex Energy Co., as assignee. As filed for
record in Reeves County, document number 13-04889.

Please see attached “Exhibit A" for reference. Filing fees of $25.00 were received in
connection with the above assignment. Please feel free to contact me if you have any
questions.

Best Regards,

Alberto Amesquita
Mineral Leasing
Energy Resources

Stephen F. Austin Building » 1700 North Congress Avenue « Austin, Texas 78701-1495
P.O. Box 12873 » Austin, Texas 78711-2873
512.463.5001 - 800.998.4GLO

glo.texas.gov



Exhibit "A"

GLO ID County Lease

8850 Reeves MF100097

Monday, June 16, 2014



,Cimarex Energy Co.
600 N. Marienfeld St
Suite 600

Midland, Texas 79701

PHONE 432.571.7800

CIMAREX

August 7, 2013

State of Texas - General Land Office
Energy Resources Dept.

1700 Congress Ave., Suite 840
Austin, Texas 78701

Attn: Beverly Boyd

Via Federal Express

RE:  Assignment of Oil and Gas Leases
W/2 of Section 2, Block 58, Public School Lands Survey
Reeves County, Texas

Dear Ms. Boyd. e,
es’e
Please find enclosed a certified copy of Assignment of Oil and Gas Leases covering the above
captioned lands. along with a check in the amount of $25.00 to cover the filing fees for the 5 leases listed
on Exhibit “A™ of Assignment. All Leases are found in W2 of Section 2. Block 58. PSL Survey. e,
LA
Please respond with a written verification of receipt and acceptance of the above recorded lease. |
If I can be of further assistance. please contact me at the number below. senEre

- »
LN
*e "0

Sincerely,

Tish Maney Ml?/
Land Technician
Cimarex Energy Co.
(432) 571-7892 (direct)
tmaney(@cimarex.com




"FLEASE DEITACH Al PERFORA TION ABOVE"

CIMAREX ENERGY CO "PLEASE UETAGH Al FERFUMA |IUN ABUVE"
1700 LINCOLN STREET

i SUITE 1800
DENVER CO 80203-4518
m (303) 295-3995 Check Number | 0001521401

e =L bue L et L Ao Do ] Netamowt
REQ21708012013A 08:’01 /2013 25.00 25.00

N
) (A

....‘l!

. .
. e

023492 &= Vendor Check Date: 08/06/2013 Check Amount =p 25.00



CIMAREX ENERGY CO
1700 LINCOLN STREET
SUITE 1800

DENVER CO 80203-4518

(303) 295-3995

PAY

TO THE
ORDER
OF

*PLEASE DETACH AT PERFORATION ABOVE*

WELLS FARGO BANK NA

Present for payment within 180 days.

Vendor No.

Check No.

Check Date

Check Amount

023492

0001521401

08/06/2013

*i‘ttitt'it’ttszs.oo

Twenty Five Dollars and Zero Cents

STATE OF TEXAS

GENERAL LAND OFFICE

ATTN BEVERLY BOYD

1700 N CONGRESS AVE STE 935
AUSTIN TX 78701-1495

1700 LINCOLN STREET
SUITE 1800

DENVER CO 80203-4518
(303) 295-3995

CIMAREX ENERGY CO

P (T

r000 45 2 iu0 -

APLEASE DETACH AT PERFORATION ABOVE*

Check Number | 0001521401

REQ21708012013A 08.’01/‘2013 25.00 25.00
)
| 023492 | & Vendor Check Date:  08/06/2013 Check Amount = 25.00



-~ 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.

13-04889
FILED FOR RECORO
REEVES COUNTY, TEXAS
Jul 11, 2013 at 01:10:00 PM
THE STATE OF TEXAS

wwn

COUNTY OF REEVES
ASSIGNMENT OF OIL AND GAS LEASES

NOW, THEREFORE, for and in consideration of Ten Dollars ($10.00) and other good and valuable
consideration, the receipt of which are hereby acknowledged, and subject to the reservations, terms and
conditions hereinafter contained, Wildhorse Interest, L.L.C., whose address is 214 W. Texas Ave. Suite
302, Midland, Texas, 79701 (hereinafter referred to as “Assignor”, does hereby transfer and assign unto
Cimarex Energy Co., whose address is 600 N. Marienfeld Ave, Suite 600, Midland, Texas, 79701
hereinafter referred to as “Assignee”, all right, title and interest (subject to the reservation made herein by
Assignor) in and to the certain oil and gas leases more fully described in Exhibit "A” attached hereto and
made a part hereof, to have and to hold the same unto Assignee, Assignee's successors and assigns
forever.

Assignor excepts from this Assignment and reserves to (himself, herself, itself) an overriding royalty
interest, if any, payable out of all oil, gas, and associated hydrocarbons produced, saved, and sold from
the Lands and Leases equal to the difference between 25%, and all lease and leasehold estate burdens
affecting or burdening Assignor's interest in the Leases as of the Effective Date of this Assignment. The
overriding royalty interest reserved by Assignor shall be subject to proportionate reduction if it is
determined that the .Leases cover less than 100% of the oil and gas mineral estate in the Lands, or
Assignor owns less than all interest in the Leases. Should the lease be renewed, extended, or amended
as to all or a part of the Land, the Override shall be effective as to the renewed or extended Lease.

This Assignment is further made and accepted subject to all of the terms, conditions, covenants and
obligations contained in said leases.

The said Assignor will only warrant and forever defend the right and title to the assigned property
unto Assignee against the claims of those persons claiming by, through or under Assignor, but not
otherwise.

IN WITNESS WHEREOF, this instrument is executed the date of each party’s acknowledgment, but to be
effective for all purposes as of the 7th day of June, 2013.

ASSIGNOR:

s
Colt Murphree President
WildHorse Interest, L.L.C.

STATE OF TEXAS §
§
COUNTY OF MIDLAND §

This instrument was acknowledged before me on this l g day of June, 2013, by Colt Murphree as
President, on behalf of WildHorse Interest, LLC a Texas Limited Liability Company.

.......

MY COMMISSION EXPIRES
October 11, 2013
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Exhibit "A”

Attached to and made a part of that certain Assignment of Oil and Gas Leases dated effective June 7,
2013, by and between WildHorse Interest, L.L.C., as Assignor, and Cimarex Energy Co., as Assignee

The fol

Lessor:

Lessee:
Date:
Recorded:

Description:

Lessor:

Lessee:
Date:
Recorded:

Description:

Lessor:

Lessee:
Date:
Recorded:

Description:

Lessor:

Lessee:
Date:
Recorded:

Description:

Lessor:

Lessee:
Date:
Recorded:

Description:

lan re | i n

State of Texas, acting by and through its agent, Alexis Addison Anderson, dealing in her -
sole and separate property

WildHorse Interest, LLC

04/05/2013

OPR 1001/378

Being the W/2 of Section 2, Block 58, PSL Survey, Reeves County, Texas.

State of Texas, acting by and through its agent, Macy Ryan Anderson, dealing in her sole
and separate property

WildHorse Interest, LLC

04/05/2013

OPR 1001/368

Being the W/2 of Section 2, Block 58, PSL Survey, Reeves County, Texas.

State of Texas, acting by and through its agent, Jeffrey Winfield Grasty, dealing in his
sole and separate property

WildHorse Interest, LLC

02/12/2013

OPR 1001/358

Being the W/2 of Section 2, Block 58, PSL Survey, Reeves County, Texas.

State of Texas, acting by and through its agent, Angela Dawn Watkins Parten, dealing in
her sole and separate property

WildHorse Interest, LLC

01/25/2013

OPR 1001/398

Being the W/2 of Section 2, Block 58, PSL Survey, Reeves County, Texas.

State of Texas, acting by and through its agent, Lezlie Sue Watkins Tipton, dealing in her
sole and separate property

WildHorse Interest, LLC

01/25/2013

OPR 1001/388

Being the W/2 of Section 2, Block 58, PSL Survey, Reeves County, Texas.
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the

oniginal record now in my lawful custody and possession, as thelsatled
filed/recorded in the publi racords obthﬁﬂf iri,\lﬁb ]
PAGE_639 “1hRU %z RECORD LIC

SONE o'}!% Ihereby certifiedon__ 7/19/13

&9
% DIANNE 0. FLOREZ, COUNTY CLERK
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Har 24, 2016 at 02:02:00 AM

RELEASE OF OIL AND GAS LEASES

CIMAREX ENERGY CO., with an address of 202 S. Cheyenne Ave., Suite 1000, Tulsa,
Oklahoma 74103, does hereby release, remise, relinquish, quitclaim and surrender unto

the Lessors named therein and their successors in interest, all of its right, title and interest ¥
in and to the following Oil and Gas Leases located in Reeves County. Texas, to wit: O
L
Lease No.: TX420179013777001
Lease Date: January 25, 2013
Lessor: The State of Texas, acting by and through its agent, Lezlie 1
Sue Watkins Tipton, dealing in her sole and separate 2
property 5
Lessee: Wildhorse Interest, LLC -
Recorded: Vol. 1001, Page 388, No. 13-03319 =
Lease No.: TX420179013777002
Lease Date: January 25, 2013
Lessor: The State of Texas, acting by and through its agent, Angela
Dawn Watkins Parten, dealing in her sole and separate P
property G
Lessee: Wildhorse Interests, LL.C
Recorded: Vol. 1001, Page 398, No. 13-03320
0
Lease No.: 1TX420192014162001 5
Lease Date: January 7, 2014 &
Lessor: Commission of the General Land Office and School Land %
Board of State of Texas -
Lessee: Cimarex Energy Co.
Recorded: Vol. 1063, Page 763, No. 14-02610
In witness whereof, this instrument is executed on this q — day of March, 2016.
CIMAREX ENERGY CO.
Roggr G. Alexander, Attorney-in-fact 5
a
STATE OF TEXAS )
)
COUNTY OF MIDLAND )
The foregoing instrument was acknowledged before me this (} day of March, 2016,
by Roger G. Alexander, as Attorney-in-fact for CIMAREX ENERGY CO., a Delaware
corporation, on behalf of such corporation.
Witness my hand and official seal.
My Commission Expires: % y& A
ary Pubhc
;:'L;;u, PRISCILLA A. SANCHEZ
:9“ """ % Notory Public, Stote of Texas
E"‘, Tﬁ\ Vr- Coor?‘urn Léxpu(,.. 03-07-2018 inst NO. 1603625
' \Q-"‘\' NOHJIY D ]24080822 !}!HW[\’E G _‘P‘LIJHE__E
"lmn“ CDUMTY © "1 ERK
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a ull, true and correct photographic copy of the
original record now in my lawful custody and possession, as th j
filed/n led in the public records of my office, found in VOL.%
PAGE L THAL =

b, | hereby certified on J ﬂn%a)_llo
)go

% DIANNE O, FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS
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County
Release . —C.-D
Date Filed: OE!-"-_Z “ L!D ai.
George P. Bush, Commyissioner ;
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APLEASE DETACH AT PERFORATION ABOVE CIMAREX ENERGY CO *PLEASE DETACH AT PERFORATION ABOVE*
LX) : 1700 LINCOLN STREET SUITE 3700

W"" DENVER CO 80203-4518

sy (303) 295-305 Check Number [ 0001671678
I S ™ S N I M
REQ217050916a 05/09/2016 50.00 y 50.00

/

| Al

023492 &= Vendor Check Date: 05/17/2016 Check Amount =p 50.00
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202 S. Cheyenne Ave
Suite 1000

Tulsa, Oklahoma 74103-3001

MAIN 918.585.1100
FAX 918.585.1133

May 23, 2016

STATE OF TEXAS

TEXAS GENERAL LAND OFFICE
STEPHEN F AUSTIN BUILDING
1700 NORTH CONGRESS AVENUE
AUSTIN, TX 78701-1495

RE:  Filing of One (1) Release of Oil & Gas Leases
State of Texas Lease No. M-116175 & M-100097 (C&D)

Dear Sir or Madam:

Please find enclosed our check in the amount of $50.00 and the certified copy of the
above referenced Release of Oil & Gas Leases.

Should you have questions, please contact Laura Allen at 918.295.1612.

Best Regards,

Koo Hodool

Rebecca Gerlach

Cimarex Energy Co

202 S. Cheyenne Ave, Suite 1000
Tulsa, Ok 74103

918.560.7236 ph
reerlach(@cimarex.com

/lre

Enclosures as stated
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