LeaseDate

May 04 1998
May 04 1998
Oct 23 1898

Minera
Maps:

Acres Status
45 .20 ACTIVE
45 .20 ACTIVE
38.53 ACTIVE

STATE LEASE

CONTROL

07-104705
07-104732
07-104714
07-104741

SURVEY
BLOCK
TOWNSHIP

SECTION/TRACT:

PART
ACRES
DEPTH LIMITS

LESSEE
LEASE DATE

BONUS ($)
RENTAL ($)
ROYALTY
VAR ROYALTY

: NO

MF100101

BASEFILE

150076
150077
147739
151884

REEVES
REEVES
REEVES

PUBLIC SCHOOL LAND
58
00
5

540.15/ 128.50 net ac.

: JOHNSON, CLAY
: May 04 1998
PRIMARY TERM :

5 yrs
0.00
1.00
0.18750000
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FILE NO. 1607

General Land OMce
, Relinquishmnt Act Lease Form
Revised, September 1997
' PAID UP

OIL AND GAS LEASE

THIS AGREEMENT ls made and entered Into this_4th dayor Ma 19_98 | between the State of Texas, acting by and through its
| weni__ | GARLAND ALLEN TYLER and wife, BEVERLY A, s ol :

!

| E— 7 ATV B T — A o
(Give Permanent Address)
CLAY JO

hereln rcl'e.md to as the owner of the soll (whether one or more), and A SON o
o WA e 800 ¥et
v LYY
|
\
{

(Glve Permanent Address)
® _®ehereinafter called Lessee,
L - '
. o
B, T 1. GRANTING CLAUSE. For and In consideration of the amounts stated below and of the covenants and agreements to be pald, kept and performed by
e ;euu 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

LA ospecting and drilling for and producing oll and gas, laying pipe lines, bullding tanks, storing oil and bullding power stations, telephone lines and other structures
e 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:
aseees

. ®cction 5, Save and Except the NW/4 NW/4, S/2 NE/4 of Section Sjand the W/2 NW/4 SW/4 of Section 10, Block 58, PSL Survey.
ee Thisisa PAID UP LEASE. Subject to the other provisions herein contained, this lease shall remain in force without rental payments
o el 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 (either or both) is produced from snid land or land pooled therewith, or the lease is olhcn\-is.c maintained
@ as provided herein. The Depository Bank and amount listed in paragraph 3 below is in reference to the payment of minimum royalty
: O. .i.n accordance with paragraph § below.,

containing__ 540,13 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: ONE THOUSAND TWOQ HUNDRED TWENTY AND 24/100

Dollars (§ 1,220.24 )
To the owner of the soll;__ ONE THOUSAND TWO HUNDRED TWENTY AND 24/100

Dollars (5 1,220.24 )

Total bonus conslderation:_TWO THOUSAND FOUR HUNDRED FORTY AND 48/100
Dollars (S___—2,440,48 )

The total bonus consideration pa'd represents a bonus of, Ea E:! E-E!E!B AND NO/100
Dollars (S G ) per acre, on net acres.

2, TERM. Subject to the other provisions In this lease, this lease shall be for a term of five (5) vears from this date
(herein called "primary term*®) and ns long thereafier as oll and gas, or either of them, Is produced in paying quantities from sald land.
As used In this lease, the term "produced in paying quantitles® means that the recelpts 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, “BEEAYRENTAES i no-wettrcommenced-omrthe-teased-premiser-omor-before-one-{H-year-fromrthis-date; this-tease-shat-terminate-unless
onoer-bel mr
the_p (T Oy :J.q [\ AN K Bank,

A G or l-successors{whichshat-continue-as- the-deposttory regardtesyof chunger i theowhershipof:

| ~the-commenesment-of-a-weH-for-one-(1)-year-fromranid-date. Payments under this paragraph shall be in the following amounts:
To the owner of the soll: * TWENTY-TWO AND 60/100
Dollars ($ 22.60 )
To the State of Texas; ::EEEI j—"[m AND 60/100
Dollars (S,
Total Rental: FORTY-FIVE AND .
Dollars (§ 45,20 )

In & like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) year each during
the primary term. All payments or tenders of rental lo the owner of the soil may be made by check or sight draft of Lessee, or any assigneo of this lease, and may be
dellvered on or before the fental paying date, If the bank desig d In this paragraph (or its bank) should cease to exist, suspend busi , liquidate, fail or
be succeeded by another bank, o7 for any reason fall 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 aficr the owner of the soll shall deliver to Lessce a proper recordable instrument naming another bank as agent to recelve such payments
of tenders.

True and Correct
copy of
Original filed in
Reeves County

Clerks Office
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4, PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause 10 be paid one-hall (1/2) of the royalty

provided for in this lease to the Commissioner of the General Land OfTice ol'unc State of Texas, at Austin, Texas, and one-hall (1/2) of such royalty to the owner of
the soll:

(A) OlL., Royalty payable on oil, which is defined as including all hydrocarbons produced in s liquid form at the mouth of the well and also as all
candcnsnlegl!ﬂl%-le 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 Ofice, such value to be determined by 1) the highest posted price, plus premium, if any, ofTered or paid for oll, condensate, distillate, or other liquid
hydrocnbom respcctlvcly. of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the

| area where produced and when run, or 3) the gross proceeds of the sale thercof, whichever is the greater. Lessee agrees that before any gas produced from the
leased premises is suld used or processed In a plant, it will be run free of cost 1o the royalty owners through an adequate oil and gas separator of conventional type, or
n!hel eqnlpnmll at least as efMicient, so that all liquid hydrocarbons recoverable fiom the gas by such means will be recovered. The requirement that such gas be run

gh a sep or other i 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 Nared gas), which Is defined as all hydrocarbons and gaseous substances not delined
as oil in subparsgraph (A) above, produced from any well on sald land (excepl as provided herein with respect 1o gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/16 part of the gross production or the market value thereof, at the option of the
owner of the soll or the Commissioner of the General Land OfTice, such value to be based on the highest market price paid or offered for gas of compasable quality In
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base |
In meuu;ln. lhe l“ under this lease shall not st any time exceed 14,65 pounds per square Inch absolute, and the standard base temperature shall be sixty (60)

lon to be made for pressure according to Doyle's Law, and for specific gravily according to tests made by the Balance Method or by the
most lppmud method of testing being used by the industry 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 liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the markel value thereof, st the option of the
owner of the soll or the Cnmmlnlonar of the General Land OfMice. All royalties due lierein shall be based on one hundred percent (100%) of the total plant

Juctl idi ibutable to gas produced from this lease, and on fifly percent (50%), or that percent accruing to Lessce, whichever Is the greater, of the

of
loul plant production ol' liquid hydmwbons atiributable to the gas pmdueed from this lease; pravided that if liguid hydrocarbons are recovered from gas processed
in & plant in which Lessee (or Its parent, subsidiary or afTiliale) owns an | then the p ge applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under » ploceslin' agreement negotiated at arm's length (or If there is no such third
pasty, the highest percent then being specified in pr ing agr or in the Industry), whichever Is the greater. The respective royalties on residue gas
and on liquid hyd bons shall be di ined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality In the
general area, or 2) the gross price paid or ofTered lor such residue gas (or the weighted average gross sclling price for the respective grades of liquid hydrocarbons),

whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not
been processed

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other prod d or M d from gas (excepling liquld hydrocarbons)
whether said gas be “casinghead,” “dry,” or any other gas, by fractionating, bumning or any omu proccsning shall be 1?{6 part of the
gross production of such products, or the market value thereof, at the option of the owner of the soll or the Commissloner of the General Land OfTice. such market
value to be determined as follows: 1) on the basis of the highest market price of cach product for the same month In which such product Is produced, or 2) on the
basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

5. MINIMUM ROYALTY. During any year afler 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 delny rental herein provided; otherwise, there shall be due and payable on or
before the last day of the month :ucr.eedlng the anniversary date of this lease a sum equal (o the total annual rental less the amount of royalties paid during the

preceding year, Il Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this parsgraph, 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 Oflice 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 soll's or the Commissioner of the General Land OfTice's right to take lts royalty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land OfTice's rights or Lessee's obligati hether express or implied
under this lease.

7. NO DEDUCTIONS. Lessce 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, iransporting, and otherwise making the oll, gas and other products
hereunder ready for sale or use. Lessce agrees to compute and pay royalties on the gross value received, including any reimb for severance laxes and
production related costs.

8. PLANT FUEL AND RECYCLED QAS. No royalty shall be payable on any gas as may represent thls lease's proportionate share of any fuel used to
53 gas produced h der In any pr Ing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner of the soil
md the Commissioner of the General Land OfTice, Lessee may recycle gas for gas 1ill purposes on the leased premises or for Injection into any oll or gas producing
formation underlying the leased premises afler the liquld hydrocarbons 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 & manner which entitles the royalty owners lo s 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 at Austin,
Texas, In the following manner:

Payment of royalty on production of oll and gas shall be as provided in the rules sct forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be received In the General Land OfTice on or before the Sth day of the second month succeeding the month of production, and royalty on gas is due and
must be recelved in the General Land OfMice on or before the | 5th day of the second month succeeding the month of production, accompanied by the afTidavit of the
owner, ger or other authorized agent, pleted 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, logether with & copy of all documents, records or reports confirming the gross production, disposition

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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and market value including gas meter readings, pipeli ipts, gas line receipts and other checks or da ol produced and put into pipelines, tanks,
or poals 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, schedul y or ather remi advice showing by the assigned General Land Office lease number the amount of royalty being
paid on ench lease. If Lessee pays his royalty on or before thirty (30) days afier the royalty payment was due, then Lessee owes a penalty of $% on the royalty or
$25.00, whichever is greater, A royalty payment which is over thirty (30) days Iate 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 OfTice administrative rule which is
effective on the date when the afTidavits 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. lLessce shall ily furnish the C issi 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 p d and all subseq gr and d to such contracts within thirty (30) days after entering into or making such contracts,
agr or i Such and ag; when received by the Gcmnl Land OfMice shall be held in confidence by the General Land Office unless
nlh:mlse authorized by Lessee. All other oonuuu and records pertaining to the prod fon, ssle and marketing of the oil and gas produced on said

- (1) rreruiscs including the books and ipts and discharges of all wells. unlu pools, melen and pipelines shall at all times be subject to inspection and
. . o lon by the C issi of the General Llnd Office, the Attoney General, the Governor, or the representative of any of them.

*e : * (B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lcase shall be submitted to the Commissioner of the General
&md 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
e MWritten notice (o the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and
lugging reporis shall be supplicd to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
o o » oo gther 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
. mgency 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
ee  Wentifying wells, tank batteries or other associated improvements to the land must also include the word "State * Lessee shall supply the General Land Office with
e ® my rccords, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
®  ®*%quested 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

>d the log of each survey on each well 1o the General Land Office within fifteen (15) days after the making of said survey.

. e
e (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 OfMice administrative rule which is efTective on the date when the materials were due in the General
Land Office.

I1. DRY HOLE/CESSATION OF PRODUCTION NDURING PRIMARY TERM. If, during the primary term hereof 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 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 ion of production Lessee 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, Lessce’s rights shall remain in full force and effect without further operations
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminate. 1 at the expiration of the primary term or any time thereafler 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. I, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thercon, 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 lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should cease from any cause, this lease shall not i if Lessee 1ces additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without
interruptions totaling more than sixty (60) days, If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and
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 compensatory
royalties is made as provided herein or as provided by law. Ifthe 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 afler 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 Ofice 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 alier the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and efTect, 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 suitabl
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease does not specify a delay rental l
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
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days afler tie Lessee ceases to produce oil or gas [rom the leased premises, or (3) 60 days
alter 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 Commissioner of the General Land Office and one-hall (1/2) to the owner of the soil. Il the shut-in oil or gas royalty is paid, the lease shall be considered 1o be
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term. or from the first day of the month
following the month in which production ceased, and, alter that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease [or four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year

| 15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and

| delivered in paying quantitics from 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 efTective
for the remainder of the year for which the royalty has been paid. The Lessce 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 s to be 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 ing the drainage or that is completed in the same producing reservoir and located within one thousand (1.000) feet of the leased premises
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount 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 Lessce of the obligation of reasonable development nor the obligation to drill ofTset

I 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 royaltics can satisly the obligation to drill ofset wells.

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years aller the expiration datc 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 quantitics and 320 acres surrounding cach gas well

| capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hercof), 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 after the effective
date of the partial termination provisions hereof, the applicable ficld rules are changed or the well or wells located thereon are reclassified so that less acreage is
therealler allocated 1o said well or wells for production purposes, this lease shall thereupon terminate as (o all acreage not thereafer allocated 1o 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 | hereol, together with easements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof ("the retained lands®), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands,

P RIS P RS PR D
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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 Office. Within thirty (30) days after partial
termination of this lease as provided herein, Lessee shall exccute 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 OfTice rules in efTect on the date the release is filed. 1f Lessee fails or refuses 1o execute and record such release or releases within ninety (90)
days alter being requested 1o do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the ofTiclal 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 1o be paid, under this lease shall relicve Lessee of his obligation 1o protect
the oil and gas under the above-described land from being drained. Lessce, sublessee, receiver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriste means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being
drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days afler the draining well or wells or the well or wells completed within 1,000 feet of the lcased premises start producing
i , ities and shall pr such drilling with diligence. Failure 1o satisfy the statutory ofTset 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 writlen approval may the payment of
compensatory royalty under applicable statutory p s salisfy the obligation to drill an offset well or wells required under this paragraph.

in cial

18. FORCE MAJEURE. If, after 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, strikes, acts of God, or
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this leasc in effect during the primary term in the absence of such drilling or reworking operations or production of ofl
or gas.
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and market value including gas meter r gs, pipeli pts, gas line ipts and ather checks or memoranda of amount produced and put into pipelines, tanks,
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and
‘market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on each lease. If 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, royaltics shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
AMidavits 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 afTidavits 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 posipone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the Siate's portion of
the royalty or to that portion of the royalty in dispute as to fair markel value.

10, (A) RESERVES, CONTRACTS AND OTIHER RECORDS. l.essee 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 pr d and all subseq gr and d to such within thirty (30) days after entering into or making such contracts,
agreements or di Such and 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

O LA Jremises, including the books and i ipts and discharg of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
. e cxamination hy the Commissioner of the General Lu.nd Office, the Attomey General, the Governor, or the representative of any of them,

o 23 (B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitied to the Commissioner of the General
.o and 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
e wrilten notice to the General Land OfTice shall include copies of Railroad C. ission forms for application to drill. Copies of well tests, completion reports and

§g'ugging reports shall be supplicd to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or

# @ o @ @ ether 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

. fgency shall include the word "State® in the title, Addlllnnllly. in accordance with Railroad Ci ission rules, any signage on the leased premises for the purpose of
. Hcmlfylnl wells, tank b ies or other i improv to the land must also include the word "State.* Lessee shall supply the General Land Ofice with
L d reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requesled I:y 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
.e . the log of each survey on each well to the General Land Office within fifteen (15) days after the making of said survey.
L d
. LR L]

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

1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hereof 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 aller the discovery and actual production of oll 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 ion of production Lessee additional drilling or reworking operations thereon, or pays or tenders the next
annual delay rental in the same manncr as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations
until the expiration of the primary term; and il 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 sbove 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
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminate. If at the expiration of the primary term or any time thereafler 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. I, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thercon, this lease shall remain in force so long as operations on said well or for
drilling or reworking of any additional well are p | in good faith and in workmanlike without i pilons 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 royaltics 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, after
once obtained, should cease from any cause, this lease shall not i ifLessee es 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 work like ith
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lcase shall remain in full force and
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royaltics or payment of compensatory
royalties is made as provided herein or as provided by law. Ifthe 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 afler 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. Lessce shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

I4. 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, s 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
Iease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. Il Paragraph 3 of this lease does not specify s delay rental
amount, then for the purposes of this paragraph, the delay rental smount shall be one dollar ($1.00) per acre, To be effective, cach initial shut-in oil or gas royalty
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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
paymenis owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by payirg any morgage, taxes or other liens
on the leased premises. [ Lessce makes payments on behalf of the owner of the soil under this paragraph, Lessce may recover the cost of these payments from the
rental and royalties due the owner of the soil

20. (A) PROPORTIONATE REDUCTION CLAUSE. Ifthe 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 royaltics 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, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the Interest purporiedly leased under this lease and the actual interest owned by the owner of the soll. The Commissioner of the General Land
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production
cost allocable 1o 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 amwount less than the valuc of onc-sixicenth (1/16) of such gross production.

(B) RENUCTION 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 ufter 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 h der shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

22. AUTHORIZED DAMAGES. Lessce 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.

24, WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without the
written consent of the owner of the soil.

25. POLLUTION. In dcveloping this area, l.essee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the

foregoing, pollution of tal tural waterways, rivers and impounded waler shall be prevented by the use of containment facllitics sufficient to prevent
spillage, seepage or gl d waler ination. In the event of pollution, Lessee shall usc all means at its d I to recap all ped hyd bons or other
pollutant and shall be responsible for all damage 1o public and private propertics. Lessee shall build and maintain fences around its slush, sump, and drainage pits

and tank balterics 50 as to g 1 k against loss, damage or Injury; and upon pletion or aband 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. essee shall, while conducting operations on the leased premises, keep sald
premises free of all rubbish, cans, bottles, paper cups or garbuge, 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
lessee on the leased premises, including the right 1o draw and remove casing, within onc hundred twenty (120) days after the expiration or the ination of this
lease uniess the owner of the soil grants Lessec 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 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 l.essee
under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lcase, the rights and estates of either party 1o this
lease may be assigned, in whole or in part, and the provisions of this lcase shall exiend to and be binding upon their heirs, devisees, iegal rep
und assigns. 1lowever, a change or division in ownership of the land, rentals, or royaltics will not enlarge the obligations of Lessee, diminish the rights, privileges
and cstates of Lessece, impair the efectiveness of any payment made by Lessce or impair the cilectiveness of any act performed by i.cssee. And no change or
division in ownership of the land, rentals, or royalties shall bind I.essee for any purpose until thirty (30) days afier the owner of the soil (or his heirs, devisees, lcgal
repr ives or assigns) furnishes the Lessee with satisfactory writien evidence of the change in ownership, including the original recorded muniments of title (or a
certified copy of such original) when the ownership changed because of a conveyance, A total or partial assignment of this Icase shall, to the extent of the Interest

igned, relicve and discharge Lessece of all subsequent obligations under this lcasc. If this lcasc 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 fallure by one or more of them to pay his share of
the rental shall not affect this lcase on the pan of the land upon which pro rata rentals are timely paid or tendered; however, If the assignor or assignee does not file a
centificd copy of such assignment in the General Land Oftice before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignce shall succeed to all rights and be subject 1o all obligations, lisbilitics, and penaltics owed to the State by the original lessee or any
prior assignee of the lease, including any liabilitics to the State for unpaid royaltics.

nolu-” 5

(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 sgency power
of the owner may be forfeited by the C issioner. An assig will be treated as if it were made to the owner of the soil if the assignee is:

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

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

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

(5) a partner or employee in a parinership which is the owner of the soil;
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1 .
(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, exccutor, administrator, receiver. or conservator for the

owner of the soil; or .,

(7) a family member of the owner of the soil or related In the owner or 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 therehy surrender this lease as to such portion or portions, and be
relieved of all subseq bligations as to dered. If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced
by the proportion that the surrendend 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 relcased, such assig or rell must be ded in
the county where the land is si d, and the ded It 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 ion date ied by the prescribed filing fee. If any such

assignment is not so filed, the rights acquired under this lcase shall be subject to forfeiture at the option of the Commissioner of the General Land OfTice.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument, including the
t of the true ideration 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 before his personal
iglerests.

312, FOREFEITURE, If Lessee shall fail or refuse to make the payment of any sum within thirty days afler It becomes due, or if Lessee or an authorized
nt should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any ofTset well or wells in good

' ‘ th as required by law and the rules and regulations adopted by the Commissioner of the General Land OfTice, 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
Lgssee 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

oo oo dxrect information to the proper authority, or knowingly fall or refuse to furnish the General Land OfTice a correct log of any well, or il Lessee shall knowingly

viBlate any of the material provisions of this lease, or if this lease is assigned and the assig is not filed in the General Land OfTice as required by law, the rights

oo ncquired under this lease shall be wbject to forfeiture by the Commissioner, and he shall forfeit same when sufTiciently informed of the facts which authorize a
L I'oq't iture, and when forfeited the aren shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as

alving the automatic termination of this lease by operation of law or by reason of any specinl limitation nrising 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 Ofice 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 aren 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 [i on and impro 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 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 wilhout 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 i as may be r bly necessary to acknowledge. attach or perfect this lien. Lessee hereby
represents that there are no prior or superior liens arising from and relating to Lessee’s activities upon the above-described property or from Lessee's acquisition of

this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold
or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources

Code 52,151-52.153, 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 aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages s 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 Lessee on the leased premises
hereunder, or that may arise out of or be occasloned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soll,
their ofTicers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damag i | injury (including death),
costs and expenses, or other harm for which lewvery of dnmues is wughl. under any theory Including tort, contract, or strict liubilily, including Il'lUl'!\CY! fees and
other legal ¢ , including those related to envi h , on the leased premises or in any way related to Lessee's failure to comply with any and all
:nvironmenlnl laws; those urislng from or in any way related to Leme': 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 occasloned 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
su s and assigns. Each assignee of this Ag or an | therein, ngrees 1o be linble for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soll, their ofTicers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANDVOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,
CONCURRENT, ACTIVE, OR PASSIVE.
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
" any environmental medium, Including soll, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medium
in, on, or under, the leased pn:mlm by any waste, polluum. or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or regullted lsh:urdou: wastes, hazardous materials, hazardous substances (as the term “Hazardous
Substance" is defined In the Compreh € Env | R on and Liability Act (CERCLA), 42 U. S C. Sections 9601, et seq.), or oxic
substances under any federal, state, or local law or regulation ("ledow Mal:rllls“), except ordinary products used In tion with oll and gas
loration and devel operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A
VIOLATION OF THE FOREGOING PROHIBITION OR (IT) 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, REMOVYE, 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 WITII THE REQUIREMENTS OF APPLICABLE LAW. TIHIS
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 PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVYERNMENTAL
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 forming lease provisi

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the

General Land Office of the State of Texas. Once the filing requi found in Paragraph 39 of this lease have been satisfied, the effective date of this lease shall
be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not
effective until a certificd copy of this lease (which is made and certified by the County Clerk from his records) s 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 Ideration 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.

%/ Tots ol

LESSEE V4
BY: CIAY JOHNSON
TITLE:

STATE OF TEXAS STW MA/
BY: M

Individually and as agent for the State of Texas Individually and as agent for the State of Texas ,

Date: (l;)éllﬁland Alben Tyj.er//‘//?f

STATE OF TEXAS STATE OF
BY: /@A—-«Z / Zﬁ—

Individually and as agent for the State of Texas lnd]vlduu.ily and as agent fof the State Er xas

Date; Bn?cverly oA -\Ié&//gpy

True and Correct
copy of
Qriginal filed in
Reeves County
Clerks Office
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STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

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

known lo me o 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 of , 19

Notary Public in and for |
STATE OF ‘

(CORPORATION ACKNOWLEDGMENT)'

L " L BEFORE ME, the undersigned authority, on this day p lly appeared

1

known to me to be the person whose name is subscribed to the foregoing | L as

of

and acknowledged to me that he exccuted the same

-
‘ : L " lar the purposes and consideration therein expressed, in the capacity stated, and as the act and deed grmd corporation,

: Given under my hand and seal of office this the day of , 19 n
..
Notary Public in and for
e

statEoF__ AL/ Z il
COUNTY OF %//‘?'I/H—ﬂﬁ‘- /

Before me, the undersigned authority, on this day personally appeared Garland Allen Tyler and wife,

_Beverly A, Tvler
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 nfnmuﬂﬂstﬁa## Hay of ﬂﬂf/ 19 98

DONNA L. WEST n
Public - Siato of Arzona i
oY s VAPAI COUNTY s

aacy 3 2000
My cmﬂ“ﬂn — Notary Public in and for_S7)45 )= of- ﬁé{luub@-

(INDIVIDUAL ACKNOWLEDGMENT)

STATE OF TEXAS
counTy of__ MIDLAND

(INDIVIDUAL ACKNOWLEDGMENT)

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
s 4

ideration

p

Glven under my hand and seal of office this the 0?2 day of m GM/) ,19_98

- 7
= e
m%‘.}ga#ﬁlé?_%s Notary Public in and for W@S

Stata of Texas
Comm. Exp. 10-30-99

copy of
Original filed in

Reaves County
Clerks Office
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
MAY 4, 1998, BY AND BETWEEN GARLAND ALLEN TYLER AND WIFE, BEVERLY A. TYLER,
AS LESSORS, AND CLAY JOHNSON, AS LESSEE, AND COVERING SECTION 3, S&E NW/4
NW/4, §/2 NE/4, BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS {
i

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 | 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.

Garland Allen Tyler

bl 4. JL

"Bev erly/A Tyle

P AU L

ezl s — = —

M\'\' PRW!S'UH HEREIN WiHICH RESTRICTS THE SﬂLE RENTAL,

FILE No.__ 1607 = OR USE OF THE DESCRIBED PER! PROMERTY B52ALSE OF CkdR

;;:{HEIS INVALID AMD UNENFCACEAZLE LHOER 7101 RAL

FILED FOR RE
CORD ON THE 9th DAY OF _ June A.D. 1998 At 10:23 Ay

D““ﬁ“c/o“m ON THE 10th DAY OF - June A.D. 1998 aT 2:00P

St dus [opds " parovy

DIANNE 0, FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS

CERTIFIED Tl}(UAEs AND CORRECT COPY CERTIFICATE

STATE OF TE S TN & ;
A COUNTYOFREEVES « © 7. : e

The above and I'oregmng is a-10il; true. andmrrecl hofographic copy of the
oniginal record now in my Tawful custody and posSession, as the s

filed/recon the- pyblic office, -foupd in VOL.
PAGE #?Z THAU w L ps .
TEORY, Iherdycaiedon S /)~ F P

True and Correct

1 O ?OPY of
% DIANNE O. FLOREZ, COUNTY CLERK riginal filed in
REEZCWNTY  TEXAS., g Reeves County
Clerks Office

~ DEPUTY
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FILE NO. 1606

General Land OfMice .
Relinquishmnt Act Lease Form
Revlsed, September 1997

| THIS AGREEMENT ls made and entered Into this 4th_day of_May
HERRY TYLER SAUL, a married woman dealing in her Sole and separaté property

PATD UP
OIL AND GAS LEASE

19 98

, between the State of Texas, acting by lndtt.hmulh Its

3946 _York Blvd,

.7 5,8

Tos Angeles, CA 30065 sald mgent
(Give Permanent Address)
hereln referred to as the owner of the soll (whether one or more), and CLAY JOHNSON
203 W. Wall, Sulte 800 "
Midland, TX 797 ¥
(Give Permanent Address)
hereinafier called Lessee,
. a0
et 1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be pald, kept and performed by

LA E XY
.

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
" L ‘mospectlng and drilling for and producing oll and gas; laying pipe lines, bullding tanks, storing oil and building power stations, Ielephone lines and other structures

o of Texas, to-wit:

thereon, o produce, save, take care of, treat and transport sald products of the lease, the following lands situated in

bction 5, Save and Except the NW/4 NW/4, S/2 NE/4 of Scction §

Reeves County, State

and W/2 NW/4 SW/4 of Section 10, Block 58, PSL Survey.

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

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

* o *.Qng thereafter as oil or pas (cither 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 royalty
- in accordance with paragraph 5 below.
L ]
s s JSontaining 540.13 scres, more or less, The bonus consideration paid for this lease Is as follows:

To the State of Texas:

ONE THOUSAND TWO HUNDRED TWENTY AND 24/100

0,

Dollars (S 1,220.24 )
15 e ovseoTthe saME ONE THOUSAND TWO HUNDRED TWENTY AND 24/100
Dollars (S, 1,220,24

Total bonus 1d

atlon:

TWO_THOUSAND FOUR HUNDRED FORTY AND 48/100

Dollars (§ 2 440 48 )

The total bonus consideration Plld represents a bonus of,
Dollars (§

FIFTY-FOUR_AND NO/100
54,00 ) per acre, on

45,194 net acres.

2. TERM. Subject to the other provl:ion: In this Ieue this lease shall be for a term of

five {5) years from this date

(herein called "primary term”) and as long thereafter as oll and gas, or either of them, Is produced in paying quantities from sald land,
As used in this lease, the term "produced in paying quantitles® means that the recelpts from the sale or other authorized commerclal use of the substance(s) covered
exceed out of pocket operational expenses for the six months |ast past.

FEXASAT-AUSTIN, TEXAS, s like-sum-0a-or befocs sald-dats—Raymenis-underthis-paragraph-shall-apernie-as-a-re
thesommencement-of a-well-for-one-{)-yesrfrom-sald-dato. Payments under this paragraph shall be In the following amounts:
TWENTY-TWO AND 60/100

To the owner of the soil:

Dollars ($ 22.60 Py
To the State of Texas: 'ngl::m'v_wm AND 60/100 ;
Dollars (§ 22,60 \
Total Rental: FORTY-FIVE AND 20/100
Doilars (§ 45,20 )

In & like manner and upon llke gayments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) year each during
the primary term. All payments or tenders of rental to the owner of the soil may bo made by check or sight draft of Lessee, or any assignee of this lease, and may be
dellvered on or before the fental paying date. If the bank designated In this paragraph (or its successor bank) should cease to exist, suspend business, liquidate, fall or
be succeeded by another bank, or for any reason fall 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 Lessee a proper recordable Instrument naming another bank as agent to recelve such payments
or tenders,

]

J

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




4 PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay o causc to be paid one-half (1/2) of the royalty -
provided for in this lease lo the Commissioner of the General Land OfTice of lllc State of Texas, at Austin, Texas, and one-hall (1/2) of such royalty to the owner of
the soil:

(A) OIll.. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid fonn at the mouth of the well and also as all

condensate, distiliate, 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 Office, such value 1o be determined by 1) the highest posied price, plus premium, if any, ofTered or paid for oil, condensate, distillate, or vther liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof ofTered or paid in the
general area where produced and when run, or 3) the gross proceeds of the sale thercol, whichever is the greater. Lessce agrees that before any gas produced from the
leased premises is sold, used or processed In a plant, it will be run free of cost lo the royalty owners through an adequate oil and gas separator of conventional type, or
other equipment at least as efMicient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirement that such gas be run
through & separator or othier equipment may be walved In writling by the royalty owners upon such terms and conditions as they prescribe.

(1] NON PROCESSED GAS. Royally on any gas (Including flared gas), which is defined as all hydrocarbons and gi b 1 not defined
as oil in subparagraph (A) above, produced from any well on ulg /nd (except as provided hereln with respect 1o gas processed in s pImI for the extraction of
gasoline, liquid hydrocarbons or other products) shall be pasnt of the gross production or the market value thercol, at the option of the
owner of the soll or the Commissioner of the General Land OfTice, such value to be based on the highest market price paid or offered for gas of wmpulhle quality In
the general area where produced and when run, or the gross price paid or offered to the producer, whichever Is the greater; provided that the maximum pressure base
In measuring the gas under this lease shall not at any time exceed 14.65 pounds per square Inch absolute, and the dard base lemperature shall be sixty (60)
degrees Fahrenheil, correction to be made for pressure according to Noyle's Law, and for specific gravity according 1o tests made by the Dalance Method or by the
most approved miethod of testing being used by the Indusiry at the time of testing.

(C) PROCESSEID OAS. Royally on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the markel value thereof, at the option of the
% . ¥ .e 5 owner of the soll or the Commlnloner of the General Land Offfice. All royaliies due herein shall be based on one hundred percent (100%) of the total plant
5 o8 production of residue gas atirib to gas produced from this lease, and on filty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydtocubons attributable to the gas produced from this lease; provided that if liguid hydmcnbom nre recovered from gas processed
. in n plant in which Lessee (or its parent, subsidiary or afTiliate) owns an interest, then the p ge applicable to liquid hydrocarbons shall be fifty percent (50%) or
e’ 1 the highest percent accruing to a third party processing gas through such plant under a ptocening agreement negotiated at arm's length (or If there Is no such third
. paty, the highest percent then being specified In processing agreements or contracts in the Industry), whichever Is the greater. The respective royalties on residue gas |
and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of compnrable quality In the i
SR general aren, or 2) the gross price paid or ofTered for such residue gas (or the welghted average gross sclling price for the respective grades of liquld hydrocarbons), !
. . whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not |
PP been processed |
* & e
e (D) OTHER PRODUCTS. Royalty on carbon black, lulpllul or any other products produced or manufactured from uéuccpllng liquid hydrocarbons) !
» whether sald gas be "casinghead,” "dry,” or any other gas, by fractionating, burning or any other processing shall be ; part of the |
o gross production of such products, or the market value thereof, at the option of the owner of the soll or the Commissloner of the General Land OfTice, such market
: . . value 1o be determined as follows: 1) on the basis of the highest market price of ench product for the same month in which such product is produced, or 2) on the

basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

5. MINIMUM ROYALTY. During any year afler the expiration of the primary term of this lease, if this lease is maintained by production, the royalties
pald under this lease in no event shall be less than an smount equal to the total annual delny rental hereln provided; otherwise, there shall be due and payable on or
before the last day of the month :umdlng 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 specily 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 cither, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royallies
accruing lo such royalty owner under this lease be made in kind. The owner of the soll's or the Commissioner of the General Land Office's right o wake 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 lcr.rulns under II|I1 lease (including those paid in kind) shall be without deduction for the cost of

g. gathering, storing, separating, treating, dehydrating, p porting, and otherwise mlklng the cil, gas and other products
hﬂzumhr ready for sale or use. Lessce agrees to compute and pay roynlllu on the gross vllue received, including any for s taxes and
production related costs.

8. PLANT FUEL AND RECYCLE.D QAS. No royo!ly shall be payable on any gas as may represent this lease's proportionate share of any fuel used to
gas produced h der in any p g plant. Notwith ding any other provision of this lease, and subject to the written consent of the owner of the soil
-nd the Commissioner of the General Land Oﬂhe. Lessee may recycle gas for gas lilt purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises afier the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas
until it Is produced and sold or used by Lessee in a manner which 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 at Austin,
Texas, In the following manner:

Payment of royally 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 recelved In the General Land OfTice 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 Office on or before the 1 5th day of the second month succeeding the month of production, sccompanied by the afTidavit 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 oll and gas produced and the market value of the oll and gas, together with a copy of all documents, records or reports confirming the gross production, disposition

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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. xod-market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks,
or pools and gas lines or gas storage, and any other reports or records which the General Land 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
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land OfTice lease number the amount of royalty being
paid on cach lense. 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 intcrest 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 afTidavits 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 ol 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. l.essee 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 p d and all subseq 'l ms and di to such contracts within thirty (30) days after entering into or making such contracts,
agr or d Such and ag when received by the General Land OfTice 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, 1anks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attomey General, the Governor, or the representative of any of them.

. o
. = o = (D) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
« o9 o -2nd Office by Lessce or operator five (5) days before spud date, workover, re-eniry, temporary abandonment or plug and abandonment of any well or wells, Such
. ritten notice to the General Land Office shall include copies of Railroad Ct ission forms for application to drill. Copies of well tests, completion reports and
lugging reporis shall be supplied to the General Land OfTice 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
gBency shall include the word "State” in the title. Additionally, in accordance with Railroad C ission rules, any signage on the leased premises for the purpose of
o0 e adentifying wells, tank batteries or other associated improvements to the land must also include the word "State.” Lessce shall supply the General Land Office with
. %uny records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the sbove-described premises, which may be
ee  wcquested by the General Land OfTice, in addition to those herein expressly provided for. Lessee shall have an clectrical and/or radioactivity survey made on the
7 .:)or:-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of
the log of each survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

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

1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, 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 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 ion of production Lessee additional drilling or reworking operations thereon, or pays or tenders the next
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessce may maintain this
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the
cxpiration 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
tenminate. 1 at the expiration of the primary term or any time thereafler 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. I, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for
drilling or reworking of any additional 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 royaltics or compensalory 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, after
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
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
elTect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days afier the completion of the well as a dry hole, and this lease
shall remain In efect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike wilhout 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 shul 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. Il Paragraph 3 of this lease does not specify a delay rental \
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, cach initial shut-in oil or gas royalty !

True and Correct
copy of
Qriginal filed in_
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musl be paid on or before: (1) the expiration of the primary term, (2) 60 days alter the Lessee ceases to produce vil or gas [rom the leased premises, or (3) 60 'days
aller Lessce compleles a drilling or reworking operation in accordance with the lease provisions; whichever date Is latest. Such payment shall be made one-half (1/2)
1o the Commissioner of the General Land OfTice and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royally is paid, the lease shall be considered to be
a producing lease and the payment shall extend the tenn of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased., and, after that, if no suitable production facilities or suitable market for the oil or ges exists, Lessce may extend the
lcase for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and

| delivered in paying quantitics from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain efTective

l 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 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) fect of the leased premises. The compensatory royalty is to be paid monthly, onc-half (1/2) to the Commissioncr of the
General Land OfTice and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1.000) feet of the leased premiscs.
I the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oll or gas royalty, Lessee shall pay an amount equal to the
diflerence 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 Lessce 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 Co issioner, and with the Commissioner’s written approval, the
payment of compensatory royallies can satisly the obligation to drill ofTset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lcase to the contrary, afler a well producing or capable of producing oil or gas has
been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may he
5 s rcasonably necessary for the proper development of the leased premises and in marketing the production thereon,
.
% . i oo (A) VERTICAL. In the event this lease is in force and efTect two (2) years afier the expiration date of the primary or extended term it shall then terminate
RS 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 cach gas well
. ! pable 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-
10 & pi ion unit for each such producing well under the rules

. 52.153, or (3) such greater or lesser number of acres as may then be allocated for production pury
é and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction, f at any time afler the efTective
esssee date of the pantial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thercafler allocated to said well or wells for production purposes, this lcase shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes deseribed in Paragraph 1 hereof, together with easements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof ("the retained lands"), for access to and from the

retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. |

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to cach well shall, as nearly as practical, be in the form of & square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained h der. Ther ded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90)
days afler being requested 1o do so by the General Land Office, then the Commissioner at his sole discretion may designate by writlen instrument the acreage and/or
depths to be released hereunder and record such instrument 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, delay rentals, nor royaltics paid, or 1o be paid, under this Icase shall relicve Lessee of his obligation to protect
the oil and gas under the above-described land from being drained. Lessee, subl receiver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas fro1 1 the leased premises. In
addition, if oil and/or gas should be produced in cial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being
drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days afler the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing
in commercial quantitics and shall prosecute such drilling with diligence. Failure to satisfy the statutory ofTset 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 paramciers satisfy the obligation to drill an oflsel well or wells required under this paragraph.

18. FORCE MAJEURE. If, alter a good faith efTort, Lessee 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, or
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the lcased 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
it the leased premises. IF Lessee makes payments on behalf of the owner of the soll under this paragraph, l.cssec 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 of 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 1o the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental 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
discrepaincy between the interest purporiedly leased under this lease and the actual interest owned by the owner of the soil. The Cnmmluloner of the General Land
Office shull be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the prop devel and producti
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 produc(ion
allocable to the undivided interest not lcased an amount less than the value of one-sixteenth (1/16) of such gross production.

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

e @ epayments that are made on & per acre basis hereunder shall be reduced ding to the ber of acres pooled, released, surrendered, or otherwise severed, so that
® ®& payments determined on a per acre basis under the tenms of this lease during the primary term shall be calculated based upon the number of acres outside the
® oo ¢ boundarics of a pooled unit, or, if efter the expiration of the primary term, the number of acres actually retained and covered by this lease.

. »
i ' 21. USE OF WATER. Lessce shall have the right to use water produced on said land nccessary for operations under this lease except water from wells or
. tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for waterflood operations
eWithout the prior consent of the owner of the soil.

LA R R R )
L] L]

22. AUTHORIZED DAMAGES. Lessce shall pay the owner of the soil for damages caused by its operations to all personal property, improvements,
" ®e Nivestock and crops on said land.
- LR ]
. 23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth,
E .o 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 me

® @ %.yritten consent of the owner of the soil.

25. POLLUTION. In developing this area, Lessce shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of cosstal wetlands, natural watcrways, rivers and impounded water shall be prevented by the use of containment facilitics sufficient to prevent
spillage, sccpage or g d water ination. In the event of pollution, Lessee shall use all means at its disposal to pture all ped hydrocarbons or other
pollutant and shall be responsible for all damage 1o 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 ngainst 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 sald
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon complelion of opcmlom shall restore the surface of the land to as near its original
condition and contours as is practicable. Tanks and equip will be kept p d and p

26. REMOVAL OF EQUIPMENT. Subject 1o limitations In this paragraph, Lessee shall have the right 1o hinery and fi: 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, Lessee may not remove casing from any well capable of producing oil
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
Land Office and 1o the owner of the soil. The ewner 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
Icase may be assigned, in whole or in pant, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
wid ussigns. Towever, s change or division in owneiship of the land, rentals, or royaliles will not enlarge the obligations of Lessce, diminlsh the rights, privileges
wind estates of Lessee, impair the eMectiveness of any payment iade by lLessee or impair the ellectiveness of any act perfonmed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind l.essee for any purpose until thirty (30) days afier the owner of the soil (or his heirs, devisees, legal
representatives or assigns) fumishes the Lessee with satisfactory writien evidence of the change in ownership, including the original recorded muniments of title (or a
certilied 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
ussigned, relieve and discharge Lessee of all subscquent 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 lo 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
cenified copy of such assignment in the General Land Office before the next rental paying date, the entire lcase shltl terminate for failure (o pay the entire rental due
under Paragraph 3. Every assignee shall succeed o all rights and be subject to all obligations, liabilitics, and penalties owed 1o the State by the original lessee or any
prior assignee of the lease, including any lisbilities 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 C issioner. An assig 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 employee of such a corporation or subsidiary;
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership;
(4) a principal stockholder or employee of the corporation which is the owner of the soil; i
(5) a paniner or employee in a pantnership which is the owner of the soil;
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(6) a fiduciary for the owner of the soil; including but not limited 1o a guardian, trusiee, executor, administrator, receiver, or cnn‘urvnlm im the
owner of the soil; or .
(7) a family member of the owner of the soil or related ‘u the owner bf the soil by marriage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessec 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 thereh der this lcasc as to such portion or portions, and be
relieved of all subsequent obllgltlons as 10 acreage surrendered. If any part of this lcuc is properly wm:ndcml the delay rental due under this lease shall be reduced
by the proportion that the d: age bears (o the acreage which was covered by this lease immediately prior to such surrender; however, such release will
not rclleve 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 pan of this lease is assigned or released. such assig 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 e ion date panicd by the prescribed filing fee. 1f 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 OfTice.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this | 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 agrecments 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 before his personal
interests.

32. FORFEITURE, If Lessee shall fail or refuse 1o make the payment of any sum within thirty days aller it becomes due, or il Lessee or an authorized
agent should knowingly make any false return or false report concerning production or deilling, or if Lessee shall fail or refuse to drill any ofTsct well or wells in good
faith as required by law and the rules and regulati dopted by the C issi of the General Land Office, or if Lessee should fail 1o 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 il
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 OfTice a correct log of any well, or if Lessee shall knowingly
violate any of the materinl 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 Ci issi and he shall forfeit same when sufTiciently informed of the facts which authorize a
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
walving the sutomatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfleitures 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 Offlice 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 nccordance with Texas Natural Resources Code 52.136, the State shall have n first lien upon all oil and gas produced from the area covered
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in ion with the production or p ing 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 sulTer 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. Lessce hereby
represents that there are no prior or superior liens arising from and relating to Lessee’s activities upon the above-described property or from 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 1o 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 dischune: the State of Texas aEd the owner of the soil, their officers, employees, pariners, agents,
contractors, subcontractors, guests, invitees, and their resp c 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 Lessee on the leased premises
hereunder, or that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lessce 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, p | injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attomeys' fees and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all
environmental laws; those arising from or In any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, oflicers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective

and assigns. Each assignee of this Ag 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 (he same manner provided above in connection with the activitics of Lessee, its officers,
employees, and sgents as described above. EXCEFT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANDVOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF TIIE INDEMNIFIED PARTY), WHETHER SUCII 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 envi tal medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medium
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or lubsunm regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardous
Substance” is defined in the Comprehensive Envi , Compensation and Liability Act (CERCLA), 42 U.S.C, Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulltlcm ("Hulrdcu; Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored In the ususl manner and quantities. LESSEE'S YIOLATION 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 WITII 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

e e« LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL
® & WMGENCY 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.
sage
o P ‘ 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 the will

prevail over any nonconforming lease provisions,
.
. : nan . 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
b Genenl 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
e » 34: the date found on Page 1.
. we v R
. 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 centifled cdpies thereof must be filed in the General Land Office. This lease is not
: . o  clTective until a centified copy of this lease (which Is made and certified by the County Clerk from his records) s filed in the General Land Oﬂ'iu in accordance with
® @@ ¥cxas Natwral Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true ideration 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 Gcnerll'L_l.nd'OlIIQQ.
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LESSEE 7
By: CLAY JOHNSON

TITLE:

DATE: 5’2»0_?0()

STATE OF TEXAS STATE OF,

BY: BY:

Individually and as agent for the State of Texas Individually and as agenf for the Siflte of Texas
Sherry Tyler Saul, a married,

Dyt dealing:in-her sole and sepapat'g
Date: a0

STATE OF TEXAS “SFATEUF TEXAS

BY: BY: o

Individually and as agent for the State of Texas Individually and as age i Stage of Texas
Date: Date; 2

STATE 0. 1
counTY 0. 50 Facia

SUBSCRIBED AND SWORN TO BEFORE ME

™HS l3rwu:fﬂ°«'a WY

Commission # 1079097

COLUMBIA V. DRILLER

| NOTARY PUBLIC
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STATE OF CA L \ FD R .A (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 | as of
and acknowledged to me that he executed the same
for the purp and ideration therein expressed, in the capacity stated, and as the sct and deed of said corporation.
Given under my hand and seal of office this the dsy of B | R

Notary Public in and for

STATE OF ) (CORPORATION ACKNOWLEDGMENT) |
COUNTY OF |
BEFORE ME, the undersigned authority, on this day p lly appeared
known to me to be the person whose name is subscribed to the foregoing instrument, as of
and acknowlcdged to me that he executed the same |
for the purposes and consideration therein exp: d, in the capacity stated, and as the act and deed of said corporation. {
Given under my hand and seal of office this the / 3 day of M A \’[ R 19_3_&.
COLUMBIAV.DRILLER ,
E jssion # 1079097 £ SUBSCRIBED AND SWORN TO-BEFOREME— o
Notary Public - Califomnia THI tasggPublic in and for o )
105 Angeles County _—— Eos 4
My Chmm, Explres Jon 29, 2000 B 5 5

(INDIVIDUAL ACKNOWLEDGM

= NOTARY PUBLIC

conmrorl 08 Astsilse

Before me, the undersigned authority, on this day personally appeared Sherry er%v

I

\

|

known to me to be the persons whose names are subscribed to the foregoing | t, and ack ledged to me that they executed the same for the purposes and i
ideration therein exp d 1
i

Given under my hand and seal of office this the day of ,19_98

Notary Public in and for. |

sTATEOF___ TEXAS (INDIVIDUAL ACKNOWLEDGMENT) ‘
counTy o MIDLAND

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

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

e
MONICA MARLOWE g Notary Public in and for Wﬁ.& |
NOTARY PUBLIC §

State of Texas
" Comm. Exp. 10-30-99

Given under my hand and seal of office this the 2 O day of

L

True and Correct
copy of
Qriginal 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
MAY 4, 1998, BY AND BETWEEN SHERRY TYLER SAUL, A MARRIED DEALING IN HER SOLE
AND SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND
COVERING SECTION 5, S&E NW/4 NW/4, S/2 NE/4 AND W/2 NW/4 SW/4 OF SECTION 10,
BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS

If, at the expiration of the primary term hercof, 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 drv hole. Notwithstanding the termination of this lcase as to a portion of the
lands covered hercby, 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 | 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. _ .

uuh“"

well is commenced sooner than 180 days after the completion of the last preceding well, the portion of thié

prescribed 180 day period not used may be carried forward and added to the period between subsequeq ""’}t

wells,

RN TO BEFORE ME

Qj J SUBSCAIBED AND

Sherry Tyler ?Kul, a nfirried woman dealing
in her sole and separate property

cf
:::AJ:;FOF..&E’%

\ NOTARY PUBLIC

COLUMSIA V. DRILLER
Commission # 1079097
Notary Public - California

Los Ar"e‘ﬂs County
5 J:n 29,2000 R‘
el e

FUYNNES S

True and Correct
copy of
Origlnal filed in
Reeves County
Clerks Office
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CERTIFIED TRUE AND CORRECT COPY CERT|
STATE OF TEXAS - FEAEE. bu A3

REEVES COUNTY, TEXAS

A.D. 1998 ar 2:00P

CALIFORNIA ALL-PURPOSE ACKNOWLEDGMEN
R R R R R R R R R O R D R R S D B R SRR SO R OO CRICRe |
it
State of California % ’
. ss 9
County of CAL.FO RN 1A b
9
| & D ‘
2 . 5
On MA‘il'b 98.beforems-z. olon’\blﬂ l/. Rullerz B
[D.u Name and Title of Officer (e.g., *Jane Doe, Notary Public™) ;
personally appeared b k era~y 1vler SA el
/ i Name(s) of Signer(s) ?.
[ personally known to me g
[J proved to me on the basis of satisfactory ¥
evidence 5
g
to be the person(s) whose name(s) is/are R
e P S A A LA ) subscribed to the within instrument and  §
=Y SISO R { acknowledged to me that he/she/they executed 8
by ':p, ) E S Pk ) b the same in his/her/their authorized o
-1 : capacity(ies), and that by his/her/their  §
! signature(s) on the instrument the person(s), or &
the entity upon behalf of which the person(s) j
acted, executed the instrument. 5
&
WITN d official seal. g
.
3]
Place Notary Seal Above \ Signature of TRoTETy Public 3
K
)
OPTIONAL B
Though the information below is not required by law, it may prove valuable to persons relying on the document
and could prevent fraudulent removal and reattachment of this form to another document.
53
Description of Attached Document C L :
Title or Type of Document: O/l ond 3 <asc &
b
Document Date: M A '?' 4—/ / ? ? 8 Number of Pages: 5 §
&8
Signer(s) Other Than Named Above: :
&
Capacity(ies) Claimez% Signer Z f { Z ,(
Signer's Name: ,s‘
&~ Individual / [/ :
[ Corporate Officer — Title(s): ;
O Partner — [J Limited [J General o
(] Attorney in Fact )
O Trustee i 4
=] Guardian or Conservator l
[ Other: :
B
Signer Is Representing: & g
g e
‘ B ¥
KIERH R G 7 G 7 G 7 G I o 7 G AT o 0 7 G 7 G 7 G O O o 7 G 7 00 7 G 7 G T G T G P 7 B G 7 G 7 G 7 G T G B 7 g 7 G 7 5 7 o 7 G L G 7 G A7 G B e B G AT G x-, ‘1'._,._.
© 1997 National Notary Association * 8350 Da Soto Ave., P.O. Box 2402 » Chatsworth, CA 81313-2402 Prod. No. 5807 Reorder: Cail Toll-Free 1-800-876-6827 N
—— R
s il TS ST - N S TN Wi 1= 1 in s PR T Sy PR SN
ARY PROVISION HEREIN WHICH RESTRICTS THE sa,i,z, RENTAL
FILE NO.__ jg06 OR USE OF THE NESCRIBED BEAY PROPERTY 2E2AUISE OF CoLOR
- 01 RACE 15 INVALID AND UNENFGRCT /A28 U 0ER FTOESAL
FILED FOR RECORD ON THE g s
L Oth . 4 .
th DAY OF __June A.p. 1998 At 10:23A
DULY RECQRDED ON THE 10th DAY oF - June

M

DIANNE 0, FLOREZ, COUNTY CLERK

B0k D8 GPaeE 485

COUNTY OF REEVES . - © . L g

The above and foregoing is aalT true andcorret{ pholographic copy of the
oniginal record now in- my Yawiul custody and possession, as th

ZTHRU

True and Correct

. e i
gl:géeczr;e in“the public r?r:gfs:m my office, found in VOL ﬁj
& : | hereby cetified on é_ 'M

NLE O,

A DIANNE 0. F S >
e it e e
> e ounty
BY, M Clerks Office

DEPUTY
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TITAN RESOURCES, L.P.

ACQ,UF.,ITIE?I(V)}\(/:[&EI%&%%ER OF THE GENERAL LAND OFFICE 7/15/98 O O 2 O 3 1
. *BARAGON #299:1ease Bonus Payment in full of the 1/2 of lease bonus 1,220.24
jenan. y consideration due the State of Texas

ee- '8 for Paid-up Qil and Gas Lease dated 05/04/98
. from the State of Texas by Agent,
SRt Garland Allen Tyler and wife, Beverly
- i A. Tyler, Lessor, in favor of Clay Johnson,
. :.o.i Lessee, covering Section 5, Save and Except
. the NW/4 NW/4, S/2 NE/4, of Section 3,
o and the W/2 NW/4 SW/4 of Section 10,
L
.

e Block 58, PSL Survey, Reeves / 70
County, Texas.
98058521

Checking Lease Bonus X 1,220.24
TITAN RESOURCES, L.P
ACQUISITIENINASSIBRER OF THE GENERAL LAND OFFICE 7/15/98 002031
PARAGON #299:Lease Bonus Payment in full of the 1/2 of lease bonus 1,220.24

consideration due the State of Texas

for Paid-up Oil and Gas Lease dated 05/04/98
from the State of Texas by Agent,

Garland Allen Tyler and wife, Beverly

O ; A. Tyler, Lessor, in favor of Clay Johnson,
Lessee, covering Section 5, Save and Except
the NW/4 NW/4, S§/2 NE/4, of Section 5,

and the W/2 NW/4 SW/4 of Section 10,
Block 58, PSL Survey, Reeves

County, Texas.

o ‘Lg-/""‘/) — y\éﬂ?f)

gma,at (¥

Checking Lease Bonus

,%{)w/if Sy )



R N Th I RSSO I L Sy S

ACQUISITP&&%&&S?IER OF THE GENERAL LAND OFFICE

! PARAGON #299:Lease Bonus Payment in full of the 1/2 of lease bonus
T i consideration due the State of Texas
csse for Paid-up Oil and Gas Lease dated 05/04/98
Fw” w from the State of Texas by Agent,
. Sherry Tyler Saul, a married woman
S dealing in her sole and separate property,
* o Lessor in favor of Clay Johnson, Lessee,
. covering Section 3, Save and Except
o se the NW/4 NW/4, S/2 NE/4 of Section 5,
. * and W/2 NW/4 SW/4 of Section 10,
- Block 58, PSL Survey, Reeves County, Texas.
Checking Lease Bonus

TITAN RESOURCES, LP
ACQUISITICHNAITSSRER 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 05/04/98
from the State of Texas by Agent,
Sherry Tyler Saul, a married woman
dealing in her sole and separate property,
Lessor in favor of Clay Johnson, Lessee,
covering Section 5, Save and Except
y ‘ the NW/4 NW/4, S/2 NE/4 of Section 5,
(N and W/2 NW/4 SW/4 of Section 10,
Block 58, PSL Survey, Reeves County, Texas.

' ' 2 - — 8‘
Checking B 1 Lease Bonus %&/{_ﬂ ‘;g(/é

5

See .16

M5/98 002030

1,220.24

7/15/98

1.220.24

G /)y,
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" TEXAS GENERAL LAND OFFICE

- GARRY MAURO
COMMISSIONER MEMORANDUM
DATE:  04-Aug-98
1O Garry Mauro, Commissioner

Spencer Reid, Senior Deputy Commissioner

FROM: Robert Hatter, Director of Mineral Leasing M _ / OO / & /

Peter Boone, Chief Geologist

RE: Relinquishment Act Lease

Applicant:  Clay Johnson

County: REEVES Base File #: 150077
Section: 3 Block: 58 Abstract: 5536
Survey: PUBLIC SCHOOL LAND
Prim. Term: 5 years Bonus/Acre $50.00
Royalty: 3/16 Rental/Acre $1.00

Consideration

! I i
Recommended:,)ﬁ S 8.4.948
Not Recommended:
Comments:

Lease Form

Recommended: Z
Not Recommended:

Comments:

Spencer Reid, Senior Deputy Date: £/7 / qf
g F )
Recommended: g2

Not Recommended:

Garry Mauro, Commissioner Date:

Approved: |
Not Approved:



RAL REVIEW SHEET

1

Transaction # 2695 Gaologist: L. Collier
Lessor Tyler, Garland Allen & wife Beverly A. Tyler |easa Date: 5/4/98 /3
Lessas: Clay Johnson Acres: 540.13
LEASE DESCRIPTION
County BasaFllaNo Part Sec. Block Twp Survey AbstH
REEVES — 150077 Jeo. ¥ 5 58 00 PUBLIC SCHOOL LAND 5536
REEVES — 147739 24¢- °© 5 58 00 PUBLIC SCHOOL LAND 5290
REEVES _ 151884 4. / 5 58 00 PUBLIC SCHOOL LAND 5803
REEVES — 129081 ¥+ 10 58 00  PUBLIC SCHOOL LAND 4062
TERMS OFFERED TERMS RECOMMENDED
Primary Term: S years Primary Term 5 years
Bonus/Acre: $50.00 Bonus/Acrs $50.00
Rental/Acre: l $1.00 | Rental/Acrs $1.00
Royalty: 316 Royalty 3/16
COMPARISONS
MF # Lesses Date Term  Bonus/Ac.  Rental/Ac.  Royaity  Distance

' Last Leasa

Comments: Paid up rental. Continued from property inventory: Save & except NW/4 NW/4, S/2 NE/4 of sec. 5; and the
W/2 NW/4 SW/4 of sec. 10. Also, Sherry Tyler Saul.

Tuesday, August 04, 1998
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TEXAS GENERAL LAND OFFICE

GARRY MAURO

COMMISSIONER MEMORANDUM
DATE:  17-Nov-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 #: 150076
Section: 3 Block: 58 Abstract: 5535
Survey: PUBLIC SCHOOL LAND
Prim. Term: 5 years Bonus/Acre $50.00
Royalty: 3/16 Rental/Acre $1.00

Consideration

Recommendeﬂj; 1]./1£.94

lwl

Not Recommended:

Comments:

Lease Form

Recommended: g@f /JZ)Z 78

Not Recommended:
Comments:

Spencer Reid, Senior Deputy Date: —

Recommended: 5 _

Not Recommended:

Garry Mauro, Commissioner Date: ~

Approved: G WA
Not Approved:




RAL REVIEW SHEET

Transaction 2928 kaologist: R. Widmayer
Lessor- Whiteacre, Bill Leasa Date: 10/23/98 Uk
Lesses: Clay Johnson 38.53
LEASE DESCRIPTION \\/\ L0\ 0 K
County BaseFleNo Part Sec. Block Twp Survey Abst#
REEVES ousuSly 150076 AL /20.03 5 58 00 PUBLIC SCHOOL LAND 5535
REEVES 447730 AtE— 5 58 00 PUBLIC SCHOOL LAND 5290
REEVES B M 5 58 00 PUBLIC SCHOOL LAND 5801
REEVES 160077 —ALL~ 5 58 00 PUBLIC SCHOOL LAND 5536
REEVES 451884 ALL- 5 58 00 PUBLIC SCHOOL LAND 5803
TERMS OFFERED TERMS RECOMMENDED
Primary Ternt 5 years | Primary Term 5 years
Bonus/Acre: ~ $50.00 | Bonus/Acre [ $50.00 |
Rental/Acre: | - $1.00 | Rental/Acre | $1.00
Royalty: 316 Royaity 316
COMPARISONS
MF Lesses Date Term Bonus/Ac.  Rental/Ac. Ilnyalty Distanca

I | | = Last Loaso
I | "I | I} I | — | |
=
Tl o i _

[Gros§ acres 520.13. Paidupr

Approved:

Tuesday, November 17, 1998
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Y TiraNn RESOURCES, L.

November 10, 1998 VIA FEDERAL EXPRESS

Mr. Drew Reid

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

Re:  Proposed Relinquishment Act Oil and Gas Leases (2)
covering lands in Reeves County, Texas
Paragon Prospect

Dear Mr. Reid:

With reference to the following described Oil and Gas Leases covering lands in Reeves
County, Texas, enclosed herewith please find the following:

1. Copy of Paid-Up Oil and Gas Lease dated October 23, 1998 between the State of
Texas, acting by and through its Agent, Bill Whiteacre, referred to as owner of the
soil, and Clay Johnson, Lessee. The terms of this Lease are as follows:

The Lease covers 520.13 gross and 38.53 net acres;
Consideration being paid is $54.00 per net mineral acre;
Paid-up lease, no rentals due;

Primary term is five (5) years;

The royalty is 3/16.

SE-Rol- 12

- 2L Copy of Paid-Up Oil and Gas Lease dated June 9, 1998 between the State of Texas,

acting by and through its Agent, Virginia Kathryn Ross, referred to as owner of the
soil, and Clay Johnson, Lessee. The terms of this Lease are as follows:

The Lease covers 160 gross and 5.926 net acres;
Consideration being paid is $54.00 per net mineral acre;
Paid-up lease, no rentals due;

Primary term is five (5) years;

The royalty is 3/16.

SISRoR- s

500 W. Texas =« Suite 500 + Midland, Texas 79701 « Fax: (915) 687-0192 « Office: (915) 682-6612
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LEE L]

FRI 13:47 ID: TEXAS GENERAL LAND OFF ICE ' TEL:5124751543

Mr. Drew Reid

Texas General Land Office
November 10, 1998

Page 2

With regard to the required processing fee of $200.00 for the above 2 Oil and Gas Leases,
enclosed please find our request for credit by letter dated September 22, 1998, accepted by
the General Land Office on September 30, 1998. Per the terms of this agreement, we would
like to apply this fec to our outstanding balance thereby leaving a $6,696.62 credit for future
items.

Please review the enclosed lcases for prior approval. If the terms of thesc transactions are
acceptable to the State of Texas, please acknowledge by signing and returning one copy of
this letter, Should you have any questions concerning this matter, please do not hesitate to
contact mc.

Very truly yours,

. Robhert R
Landman

WIB/dss
Enclosures

AGREED TO AND ACCEPTED THIS (3 DAY OF ’\l sy 1 998,

Y

State of Texas General Land Office
PR M UT - 493 - Rz

: A1
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& Titan RESOURCES, L.

September 22, 1998 / Q=13 j 2
VIA FEDERAL EXPRESS 33.34
Mr. Drew Reid , =
e &

Texas General Land Office 7 i z; i - /0 —19-98

Stephen F. Austin Building i / 20495. 060 A ,ﬂ S

1700 North Congress Avenue 10 / Jo / 45 Ude 2. G'C)J

Austin, Texas 78701 sl /O06.00

: / Jo-26-4¢

Re: Relinquishment Act Oil & Gas Lease dated April 2, 1998
Hallie C. Guthrie, Successor Trustee u/w/o H.M. Crighton, decd. and M / figlign KA
as Independent Executrix of the Estate of Hallie R. Crighton, decd., / 706 . Vo 37
Agent for the State of Texas, Lessor A
Clay Johnson, Lessee D -772.64
All of Sections 26 and 27, Block 103, Public School Land Survey / Z3 7 5
Culberson County, Texas WZ 5 / 2025, 0
Paragon Prospect Jo-11- Gy

Dear Mr. Reid: esik Y 30060

6~ tf
P On May 11, 1998, the captioned Oil and Gas Lease was forwarded to you for processing and filing in yo r{eoords A
::. . ‘copy of the following information is attached for your reference: weerl § 4oc.ed
L] L

L]
ssaense
. L

1.

Copy of Oil and Gas Lease dated April 2, 1998, between the State of Texas, acting by and through
its Agent, Hallie C. Guthrie, Successor Trustee u/w/o H.M. Crighton, decd., and as Independent
Executrix of the Estate of Hallie R. Crighton, decd., said Agent referred to as owner of the soil, and
Clay Johnson, Lessee, covering the captioned lands in Culberson County, Texas.

Copy of Titan Resources, L.P. Check No. 1569 made payable to the order of Commissioner of the
General Land Office of the State of Texas in the amount of $16,000.00, representing payment of the
total lease bonus consideration due the the State of Texas for the above mentioned Oil and Gas Lease.

Copy of Titan Resources, L.P. Check No. 1568 made payable to the order of Commissioner of the
General Land Office of the State of Texas in the amount of $125.00, representing payment in full of
the processing fee and filing fee due the State of Texas.

Copy of transmittal letter dated May 11, 1998, from J. Robert Ready, Landman, Titan Resources,
L.P. to the Texas General Land Office.

The above mentioned lease and checks were submitted in error for Relinquishment Act lands when in fact they cover
free royalty lands. ‘

Accordingly, we would appreciate your reimbursement of the overpayment by approval to allow us to use this
$16,125.00 as a credit for future items. Pléase acknowledge your approval to credit such amount by signing, dating
and faxing a copy of this letter to the undersigned. Our fax number is (915) 498-8692.

TEXAS GENI:T’U»I\LAND 0?
BY: \

Drew Reid




" FedEx | interNetShip | Label Page 7916 4138 6129

SHIPPER’S FEDEX ACCOUNT NUMBER

AR R

FROM: PHOMNE: (915)682-6612
J. ROBERT READY

TITAN RESOURCES, L. P

500 WEST TEXAS, SUITE 500

MIDLAND TX 78701
TO: PHONE: (512)475-1534
DREW REID
TEXAS GENERAL LAND OFFICE
STEPHEN F. AUSTIN BUILDING
1700 NORTH CONGRESS AVENUE
AUSTIN TX 78701
ARAGON PROS

Fed=x<.

Federal Express

SHIP DATE: 10NOVSS
MAN WGT: 1 LBS

g ———"———"—"

DELIVERY ADDRESS

TRK #7916 4138 6129 STANDARD OVERNIGHT
FORM ID: 0201

mror . BMAT7 AUS

WED
Al

Deliver bé;:
11HOVY

Page 1 of 2

FedEx Shipping Label

To prepare your package for shipment, you need to do the following:

1.
2.

Use the Print button in your browser to print this page to your laser printer.

Fold the printed page in half and use as the shipping label.

After printing the label, place it in a waybill pouch and affix it to your shipment so that

the barcode portion of the label can be read and scanned.

= Continue Shipping )

= Cancel Shipment)

New! To improve download speed and reduce the number of printed documents, the Shipment
Summary has been removed from the shipping label and is now available from your Shipping
History. To access your Shipping History, click on the "Shipping History" button from the 'Account

and User Information' screen, select the appropriate shipment, and click on the "Shipment Details"
button.

https://www.fedex.com/cgi-bin/ship it/interNetShip

11/10/98



ﬁ TitaNn RESOURCES, L.».

December 2, 1998 VIA FEDERAL EXPRESS

Mr. Drew Reid

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

Re: Relinquishment Act Oil and Gas Lease
covering land in Reeves County, Texas
Paragon Prospect

Dear Mr. Reid:

With reference to the following described Oil and Gas Lease covering land in Reeves County, Texas,
.2+ enclosed herewith please find the following:

.: Certified copy of Paid-Up Oil and Gas Lease dated October 23, 1998, between the State of

eves Texas, acting by and through its agent, Bill Whiteacre, referred to as owner of the soil, and

o Clay Johnson, Lessee, covering all of Section 5 save & except the NW/4 of the NW/4 &
eoeene the S/2 of the NE/4, Block 58, PSL Survey, Reeves County, Texas.

With regard to payment of the lease bonus consideration (1/2 due the State of Texas) and required filing fee
for the above lease, enclosed please find our request for credit by letter dated September 22, 1998, accepted
by the Texas General Land Office on September 30, 1998. Per the terms of this agreement, we would like
to apply the $1,040.26 lease bonus consideration and the $25.00 filing fee to our outstanding balance thereby
leaving a $3,847.36 credit for future items.

In addition to the above referenced lease and request for credit by letter, enclosed is a copy of request for
approval of the lease by letter dated November 10, 1998, accepted by the Texas General Land Office on
November 13, 1998. As soon as the lease transmitted herewith has been approved and filed, please advise
this office of the assigned Mineral File Number. If additional information is required, please do not hesitate .
to contact the undersigned. Thank you for your continued cooperation and courtesy in this matter.

Very truly yours,

WIB/dss
Enclosures

500 W. Texas + Suite 500 + Midland, Texas 79701 + Fax: (915) 687-0192 « Office: (Q16) RR2.AR12
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4 Titan RESOURCES., L.

September 22, 1998 / =i j
VIA FEDERAL EXPRESS 333,34
‘&—__——-—-
Mr. Drew Reid y /
¢
Texas General Land Office , ¢ /I; i /o —19-9g
Stephen F. Austin Building il #3045 60 e * "
1700 North Congress Avenue /0/10 45 Uge ; S o7, ot)g
Austin, Texas 78701 ) cacd F106.00 _ Wt L
’ / J0- 2¢-4y¢
Re: Relinquishment Act Oil & Gas Lease dated April 2, 1998
Hallie C. Guthrie, Successor Trustee u/w/o H.M. Crighton, decd. and M / [00.60
as Independent Executrix of the Estate of Hallie R. Crighton, decd., ob . OO
Agent for the State of Texas, Lessor : Ateco % 306
Clay Johnson, Lessee o -
All of Sections 26 and 27, Block 103, Public School Land Survey / _Z; - ?i
Culberson County, Texas WZ_-/ZOZS'. ob
Paragon Pros -
P e x /é-17- -5 y
Dear Mr. Reid: ) ek ¥ 300.60
—1,}/ :
s Ql May 11, 1998, the captioned Oil and Gas Lease was forwardod to you for processing and ﬁhng in yojr{codrds. A
,**ssopy of the following @formatmu is attached for your reference: wserl Goc.ed
5 1. - Copy of Oil and Gas Leasc dated April 2, 1998, between the State of Texas, acting by and through
S its Agent, Hallie C. Guthrie, Successor Trustee ww/o H.M. Crighton, decd., and as Independent
-~ Executrix of the Estate of Hallie R. Crighton, decd., said Agent referred to as owner of the soil, and
setens Clay Johnson, Lessee, covering the captioned lands in Culberson County, Texas.
i 2. Copy of Titan Resources, L.P. Check No. 1569 made payable to the order of Commissioner of the

General Land Office of the State of Texas in the amount of $16,000.00, representing payment of the
total lease bonus consideration due the the State of Texas for the above meationed Qil and Gas Lease.

3. Copy of Titan Resources, L.P. Check No. 1568 made payable to the order of Commissioner of the
General Land Office of the State of Texas in the amount of $125.00, representing payment in full of
the processing fee and filing fee due the State of Texas.

4.  Copy of transmittal letter dated May 11, 1998, from J. Robert Ready, Landman, Titan Resources,
L.P. to the Texas General Land Office.

The above mentioned lease and chccks were submitted in error for Relinquishment Act lands when in fact they cover
free royalty lands.

Accordingly, we would appreciate your reimbursement of the overpaymeat by approval to allow us to use this

$16,125.00 as a credit for future items. Please acknowledge your approval to credit such amount by signing, dating
and faxing a copy of this letter to the undersigned. Our fax number is (915) 498-8692.

) Very trulyyoyss, APPROVED THIS SO DAY OF SEPTEMBER, 1998.
TEXAS GENTU\L\LAND ORFI
Robert Ready BY: \ 6
dman Drew Reid
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FROM: PHONE: (915)682-6612

ROBERT READY
TITAN RESOURCES, L. P
500 WEST TEXAS, SUITE 500

MIDLAND TX 79701
T0:

DREW REID
TEXAS GEMERAL LAND OFFICE
STEPHEN F. AUSTIN BUILDING
1700 NORTH CONGRESS AVENUE
AUSTIN TX 78701

PHONE: (512)475-1534

Fed=x.

Federal Express

SHIP DATE: 02DECS8
MAN WGT: 1 LBS

s
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78701-Tx-US Deliver by:
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FedEx Shipping Label

To prepare your package for shipment, you need to do the following:

1.
2.

Use the Print button in your browser to print this page to your laser printer.

Fold the printed page in half and use as the shipping label.

After printing the label, place it in a waybill pouch and affix it to your shipment so that
the barcode portion of the label can be read and scanned.

‘e Continue Shipping J

® Cancel Shipmeat)

New! To improve download speed and reduce the number of printed documents, the Shipment
Summary has been removed from the shipping label and is now available from your Shipping
History. To access your Shipping History, click on the "Shipping History" button from the 'Account
and User Information' screen, select the appropriate shipment, and click on the "Shipment Details"
button.

https://www .fedex.com/cgi-bin/ship_it/interNetShip
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FILE # 3314
e -
£ =7
" General Land Office
Relinquishmat Act Lease Form
Revised, September 1997
Paid-Up
OIL AND GAS LEASE

THIS AGREEMENT s made and entered into this_23_day of 0CtOb@Ir 19 98 |, berweea the State of Texas, acting by and through its

ag B Whiteacre, de ol
of 513 Easy Street, Sherman, TX

said t
(Gi\rleAd&m&N o
berein referred 1o as the owner of the soil (whether one or more), and CLAY JOHNSON
203 W, .Wall, Suite 800 .61
Midland, TX 79701

(Give Permanent Address)
hereinafter called Lesses.

Lessee under this lease, the State of Texas acting by and through the owner of the soil, bereby grants, leases and lets unto Lessee, for the sole and oaly purpose of

of Texas, to-wit
All of Section 5, save and except the NW/4 NW/4, S/2 NE/4 of
Section 5, Block 58, Public School Land Survey

\D

.
it

conuining__ 52013 seres. more or fess. The bonus consideration paid for this lease is as follows:

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements 1o be paid, kept and performed by

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, taks care of, tre:t and transport said product of the lease, the following lands sinated in____ Reeveg County, State

Dollars (3

Tothe Stareof Texas: _One Thousand Forty and 26/100--——-—-ccommmmmeeaa—————

To the owner of the soil: One Thousand Forty and 26/100--—————===—=—=—=—————===

Dollars (S 1.040,26 )

Toul bonus consideration: TWO Thousand Eighty and 52/100----—=-———e—eeeeoaaa-
Dollars (5 2.080,52 )
The total bonus consideration paid rep 2 bonus of, Fifty Four and 00/100-======——c—a—e—a--
Dollars (5 54,00 ) peracre,on _ 38 . D Jnetacres.
3 TERM. Subject to the other provisions in this lease, this leass shall be for a term of five (5) vears fomthisdue

(herein called "primary term”) and as long thereafter as oil and gas, or cither of them, is produced in paying quantitics from said land.

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

DE] RED

As used in this lease, the term *produced in paying quantities® means that the receipts Som the sale or other authorized commercial use of the substance(s) covered

Bk,
a e , o its successors (which shall continue as the depository regardless o ges in the ownership of
said land), the amount spe: ow; in addition, Lessee shall pay oc tender to the COMMISSIONER. OF THE GENERAL CE OF THE STATE OF
TEXAS, AT AUSTIN, TEXAS, a like or before said date. Payments under this paragraph shall operate as a shall cover the privilege of deferring
the commencement of a well for one (1) year id date. Payments under this paragraph shall be in the followi
To the owner of the soil:
Dollars (5 e il )
To the State of Texas: e
Dollars (S — T )
Total Reanl: / \

Dollars (S el

In a like manser and upon like payme: aders annually, the commencement of a well may be funther deferred for suc
the primary term. All paymen| nders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assi
delivered on or before tal paying datz. If the bank designated in this paragraph (or its successor bank) should cease 1o exist, suspend b
ther bank, or for any reason fail or refuse to acsept rental, Lessee shall oot be held in default for failure to make such paymeats of

10-L 85588-3-FTTEE- dable-i »

riods of one (1) year cach during
of this lease, and may _be
i liquidate, fail or

Rl % ' 23
DAt-A Tt o TECSTY T TRt parEERL

22 b ot dotd
S-SR PP 3

*See Exhibit "A" attached for Pd-Up Delay Rental Provision shown as Paragraph #40.

-
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4, PRODUCTION ROYALTIES. Upen production of cil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-balf (1/2) of such royalty to the ownerof
the soil: i

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also a5 al}
condensate, distillate, and other liquid lydrocarbons recovered fom oil or gas run through a sep or other equip as hereinafter provided, shall be

3/16 part of the gross production or the market value thereof, at the option of the awner of the soil or the Commissioner of the
General Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general arca where produced and when run, or 2) the highest market price thereof offered o paid in the
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever [s the greater. Lessee agrees that before any gas produced from the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an‘adequate oil and gas separator of conventional type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirement that such gas be nm
through a sep or other equi may be waived in writing by the royalty owners upon such terms and conditions as they prescrib

B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and g b Dot defined
as oil in subparagraph (A) above, produced from any well on said land (ex as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/1 part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general area where produced and when run, or the gross price paid or offered to the producer, whichever Is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temp shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
most approved method of testing being used by the industry 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 liquid hydrocarboas
shall be /16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due berein shall be based on one hundred percent (100%) of the total plant
production of residue gas acributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lesses, whichever is the greater, of the
total plant production of liquid hydrocarbons anributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered fom gas processed

o " 13 Yignt in which Lessee (or its parent, subsidiary or affiliate) owns an | then the percentage spplicable to liquid hydrocarbons shall be fifty percent (50%) or
eihe highcst percent accruing to a third party processing gas through such plant under a processing sgreement negotiated at arm's length (or if there is no such third
the highest percent then being specified in p ing or in the industry), whichever Is the greater. The respective royaltics on residue gas

. agr
o and omsliquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
*fnera! area, or 2) the pross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not
b‘?.apmd.

et (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (cxcepting liquid hydrocarbons)
whethas said gas be “casinghead,” *dry,” or any other gas, by fractionating, burning or any other p ing shall be 3/1 pantof the
duction of such product, 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
bisis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater.
LA LR
.

S 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
p:lzundcr:h'u lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and payable on or
before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the
p ding 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 s0il or the Commissioner
of the General Land Office may, at the option of cither, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the C: issi of the G I Land Office’s right to take its royalty in
kind shall not diminish or negate the owner of the s0il's or the Commissioner of the General Land Office’s rights or Lessee's obligati heth 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 product
herzunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimb 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 proportionats share of any fusel used o
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, Lesses may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have besn 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 owners to a royalty under this [ease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on ail is due
and must be received in the General Land Office on or before the Sth day of the second month succseding the month of production, and royalty on gas is duﬁlﬂﬂﬁ
must be received in the General Land Office on or before the 1 5th day of the second month succeeding the month of production, accompanied by the lﬂT‘_h‘"'- ?rme
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and dl!??!lliqﬂl 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 readi ipeli ipts, gas line ipts and other checks or memoranda of amount produced and put into pipelines, tanks,
oepoolsmdwlmnorpsmnge.mdmymhuupmumdswmmamnﬂmomumymuhmmwwmpmahmdupmluonnd
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
mmpamzdbyubeckmb.uhedule.maﬂumﬂmmmwmmlpedﬂmaﬂLmeﬂul:mnwbuhmufwydqbgm
paid on each lease. If Lessce pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lesses owes a penalty of 5% oa 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 greaer,
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty s sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
cffective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpene the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dkpmuwmsw:ponio“r

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 fumnish 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 contraces under
whi:hp:lsuldnr d and all sub agreemems and ds to such within thirty (30) days after entering Into or making such contracts,
4 swmmmwmmbymcmﬂumommmuwahmmwummomwm
mmwlme&mmmndm jning to the prod: rion, sale and marketing of the oil and gas produced on said
premises, including the books and ts, receipts and discharg ofﬂw&“m&mﬂpﬁdﬁmﬂﬂuﬂﬁmhmﬁmumm
examination by the Commissioncr of the General Land Office, the Attorncy General, the Govemor, or the represeatative of any of them. B

(B) PERMITS, DRILLING RECORDS. Written potice of all operations oa this lease shall be submitted to the Commissioner of the General
mdmuwm«mmrm:(ﬂdmkmwmmu.m temporary abandonment or plug and abandonment of any well or wells, Such
writlen notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copiuofuﬂmmvleﬂenmnd
plugging reports shall be supplicd to the General Land Office al the time they arc filed with the Texas Railroad C t i
odtuminnthnmfummis!emumyspedﬂewdlonmeleucdpmlmmdthnmmbwmdmmn:uwmﬁcomimammm

agency shall include the word *"State” in the title. Aﬂdithully in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of -

identifying wells, tank baneries or other iated impr to the land must also include the word *State.* Lessee shall supply the Geaeral Land Office with
any records, d unts, _mpndmwnﬂmhhmaﬁumhﬁwwhmﬂwurhwmmmhqwhﬂmh
mmwmmmomhmmnmmw provided for. Lessee shall have an electrical and/or radioactivity survey made on the

borr.-!wksacnm,ﬁ'nmhbmoflhemrﬁuwingm:hcmuldepdlofnt!l.ofallwelh&incdummmwmmdﬂlmmhammwcf
the log of each survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

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

Land Office.

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

pleted and abandoned, or the production of oil or gas should cease for any cause, Lessee’s rights shall remain in full force and effect without further operations
until the expiration of the primary term; and if Lessee has not d 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
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in

accordance with the shut-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for
drilling or reworking of any additional w=Il are prosecuted in good faith and in-workmanlike manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lcase.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in worlomanlike manner without
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a éry hole, and this lease
shall remain in effect so long as Lesses continues drilling or reworking operations in good faith and in 2 workmanlike manner without interruptions totaling more
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “well* means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty 2n amount equal to double the annual rental provided in the
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease does not specify a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (51.00) per acre. To be effective, cach initial shut-in oil or gas royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessce ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2)
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty Is paid, the lease shall be considered to be
a producing lease and the payment shall extend the term of the lease for 2 period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production 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 s kept in cffect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoly, or in any
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil of gas royalty shall cease, but the lease shall remain effective
forlbemalndereﬂhcwaorwhichduwyﬂlyhubmpdd.muueewmﬁnninmchmfuﬂnwmmmhcymbymplﬁuwmmv
royalty at the royalty rate provided in the lease of the market value of preduction 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 comp y royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the 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 ing the drainage or that Is completed in the same producing reservoir and I d within one th d (1.000) feet of the leased premises.
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month period. Comp y royalty pay 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 ble develop nor the obligation to drill offset
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the
payment of compensatory royaltics can satisfy the obligation to drill offset wells. ;

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has
been completzd on the leased premises, Lassee shall exercise the diligencs of a reasonably prudent operater in drilling such sdditional weil or wells as may be
reasonably necessary for the proper development of the leased premises and in marketing the production th

(A) VERTICAL. In the cvent this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
2s to all of the leased premises, EXXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well

o * o §2pable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or 2 well upon which Lessce is then engaged in

ee  eontinuous drilling or reworking operations, or (2) the number of acres included in a producing pocled unit p 1o Texas Natural Resources Code  52.151-
R 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
e o andregulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
®® % of the partial termination provisions bereof, the spplicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
e  thereafler allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all ge not thereafter all d to said well or wells for
PR gmdm:ﬁon purposes. Notwithstanding the termination of this lease as 10 a portion of the lands covered hereby, Lessee shall neventheless continue 1o have the right of
e Ingress o and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with casements and rights-of-way for existing
® #4898 roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hercof ("the retained lands®), for access to and from the

wtained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

sssene .
. . (B} HORIZONT AL 2 - atl Eiksnid ol i shall-furh
*  conisisasio-alldepibs-below 00-oot-bolowthe-ioial-dopir-drilied-(roreinalierdeeper-depisT-in-sach-well-ocated-on-sercageretained-mParsgraph (A
& 025 uer—uniesson-or-before-twe-{2) years sfterthe primary-or sxtended-term-Lessos-poys-sa-smouni-squal-10-one-half (1.2} of the bonus-sriginaliypaid-as
. i -

cossideiaton for s lesse L spestfiied onpage hereal) [Lrvelh ameurtin pasd. histencesaat-be-in-foros and eifoct a9 th suen desnerdontgand onid
$**® teanination shall be-delayed-for-an-additional-period-of two-(3) years-and-so-long thersafler a6-0il o gas-is-prodused-in-peying-quantities from- such-desper-depths
<covered-by-thirtease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
termination of this lease as provided herein, Lessee shall exzcute 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 requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hercunder and record such instrument at Lessec's expense in the county or counties where the lease is located and in the official records of the
General Land Office and such designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royaltics 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, recziver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill 10 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 jal quantities within 1,000 feet of the Icased premises, or in any case where the leased premises is being
drained by production of il or gas, the Lessee, sublessce, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing
in commercial quantitics and shall prosecute such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the
sail's agency rights to forfeiture. Only upen the determination of the Commissioner of the General Land Office and with his writtea approval may the payment of
compensatory royalty under applicabl Yp ters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessce is prevented from complying with any express or implied covenant of this lease, fom
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 to comply with such covenant shall be suspended and Lesses
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 aperations 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 ¢ffect 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 [eased premises, then Lessee may redeem the rights of the owner of the soil in the kased premises by paying any mortgage, taxes or other liens
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the
rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate In the above
described land, whether or not Lessee's Interest is specified herein, then the royalties and rental herein provided to 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 royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
lhe General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the

the interest purportedly leased under this lease and the actual Interest owned by the owner of the soil. The Commissioner of the General Land
Office. shall be paid the value of the whole production allocable to any undivided interest not covercd by a lease, less the proportionate development and production
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross. production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52.154, or
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
payments that are made on a per acre basis hercunder shall be reduced ding to the number of actes 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 shail be calculated based upoa the number of acres outside the
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

21. USE OF WATER. Lmuﬂnuhncuﬂmmmmmdwdumdhndmwyfotawmmndcdmlm:mptwa&mwduu
tanks of the owner of the soil; provided, however, Leszee shall aot use potable waler or water suitable for Ii k or brig: purp 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 operations to all personal property, improvements,
livestock and crops on said land.

23. PIPELINE DEPTH Whnnqmmdbymumofhnﬂ.mquhspipdhnbdwphdep&

24. WELL LOCATION LIMIT. Noweﬂﬂnllbe&iﬂedmﬁmmhunmdaw)feuhmhﬂmubm now on said premises without the
written consent of the owner of the soil.

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be pmfenled by the use of containment facilities sufficient to prevent
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its di I to all d hyd bons or other
pollutant and shall be responsibie for all damage to public and private properties.. Lessee shall build md maintain fences around ts s]ush. sump, and drainage pits
and tank batieries 5o as to protect livestock against loss, damage or Injury; and upon completion or aband 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. Lessce shall, while conducting operations on the leased premises, keep said
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
condition and contours as is practicable. Tanks and equip will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from anmy well capable of producing oil
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee
under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of cither party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend 0 and be binding upon their heirs, devisees, legal representatives, successors
and wsigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessce, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
divisicn in ownership of the land, rentals, or royalties shall bind Lessee for any purpose uniil thirty (30) days afler the owner of the soil (or his heirs, devisees, legal
representatives or assigns) fumnishes the Lessee with satisfactory writien evidence of the change in ownership, including the original recorded muniments of title (or 3
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relicve 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 liabilities to the State for unpaid royalties.

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

(1) 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) a parmership in which the owner of the soil is a parmer 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 & guardian, trustce, , administrator, receiver, or conservator for the
owner of the soil; or
(7) a family member of the owner of the s0il 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 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 or portions, and be
ullﬂudofaumhsequumbllpﬁmnmmmdmmed&ulmhmmhkhymmdmmdﬂﬂﬂslmwlkmd
by the proportion that the d bears to the acreage which was covered by this lexse immediately prior to such surrender; however, such release will
nnlm!hebmuafmylhb:hﬂuwhkhmxth:wmﬂmlmmmmmofnnhm

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 3o filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument, Inr.luding the
of the true iderati mbepddfnrmamanhnnfmislmcnddwﬁd\umddudqoﬂkpud:s. Any collateral agr g the
development of oil and gas from the leased premises which are not contained in this lease render this lease invalid.

31. FIDUCLARY 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
premi When the i 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 thisty days after it becomes due, or if Lesses or an authorized
agent should knowingly make any false return or false report conceming production or drilling, or if Lessce shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the C. i 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

...conu!l.nfomnlonlnmepmpcrwmomy.orluwwmﬂymlornﬁwemﬂ.nnishlhe&mnlLandOﬂ‘lcelwmalo;ofmywclt.orirl..uue;hllllmowingly

® .o vlatcany of the material provisions of this Icase, or if this lease is assigned and the assigs is not filed in the General Land Office as required by law, the rights
nqulmdunderlhhltmshanbe bject to forfeiture by the Commissi and he shall forfeit same when sufficiently informed of the facts which authorize a

o * ¢ Forfeiture, and w rfcited the area shall again be subject to lease under the terms of the Relinquishment Act. Howcvumﬂmgbminshdlbeeomﬂu

.. *‘iﬂntﬂwmmlﬂclamhaﬁmo{mulmbyop:ndonoflworbymofmspedal' itation arising h . Forfei may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

sese

.
LR L

33. LIEN. Inaccordance with Texas Natural Resources Code 52,136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lease to secure payment of all unpaid royalty and other sums of moncy that may become due under this lease. By acceptance of this lease, Lessee grants the
esee 5'3"- in addition to the licn provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express contractual lien on and security

®  inferestin 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

e Pproceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in ion with the production or processing of

nch]auedmmbinudumsem:heplymmol'lllmﬂuuoroﬂwmudaabbmmdumduﬁulmmdms:mplymmtofmydamquu

that Lessor may suffer by reason of Lessee’s breach of any covenant or condition of this lease, whether express or implicd. This lien and security interest may be
'CO'Iomclosedw:lhot\dlhautaounpmuedinphmemapﬂmdedwme'nuzl Gm?ofmermamlnmdemmCodr_ Lessee agrees that the

Commissioner may require Lessee to execute and record such i as may be bly , arach or perfect this lien. Lesses hereby
mmnhhnmpﬂwawﬁlhsmhgﬁmm&rﬂmgmm&uuﬂmupmhabm-dum‘bcdpmpcﬂywthasce‘:uqmnmnof

this lease. Should the C: issi at any time d ine that this representation is not true, then the Ci Essi 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, develop and production of oil or gas or cither 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. Lessce hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but pot limited to, all losses and expeases 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 Lesses on the leased premises
hercunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold 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, damag | injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict llahd;ty including artomeys" 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 Lesses'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, employces, parmers, 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, exoneratz, 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 Lessec, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.

True and Correct

copy of
Original filed in
Reeves County

Clerks Office
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36. ENVIRONW!‘AL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any envi | medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medjum -

in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances :exulu:d as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardous
Substance” Is defined in the Comprehensive Eavil IR jon and Liability Au (CERCLA). 42 US.C. Sections 9601, et seq.), or toxic
substances under any federal, sm:.orlonl!mwmm:ulﬂlonf‘l{mrdcusumrhb'),uup di ly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities, LESSEE'S VIOI.ATION 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 (T) A
VIOLATION OF THE FOREGOING PROHIBITION OR (I) 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 MATERLALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S
COCCUPANCY 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 Nanural Resources Code 52.171 through SZ.I9U; commonly known as the
Relinquishment Act, and other applicable starutes and amendments thereto, and if any provision in this lease does not conform 1o these stanutes, the statutes will
prevail over any nonconforming lease provisions. .

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the
General Land Office of the State of Texas. Once the filing requirements found in Pu:p:ph 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 Commercs 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 centified copies thereof must be filed in the General Land Office. This lease is not
effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the Geacral Land Office in accordance with
Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the Statz unless it recites the actual and true consideration paid o promised
for execution of this lease. The bonus due the State and the prescribed filing fes shall lﬁC-Ump"-l-ﬂ']f such certified copy to the General Land Office.

ﬁxz/,m/

LESSEE
BY: CLAY JOHNSON
TITLE:
DATE: V. / —7 =7 y
STATE OF TE STATE OF TEXAS
vl Batl Mmuw Y.
lndlvlduzﬂy and as agent for the State of Texas Si 11 Whiteacre, Individually and as agent for the State of Texas
dea his sole and separate property
Date: Date:
SS#
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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STATE OF

(CORPORATION ACKNOWLEDGMENT)
COUNTY OF,

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

known to me o be the person whose name is subseribed to the fo&gohg i as of

and acknowledged 10 me that he executed the same

for the purp and ideration therein exp d, In the capacity stated, and as the act and deed of said corporation.

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

‘Notary Public in and for

(ESRPHRETION ACKNOWLEDGMENT)
INDIVIDUAL
COUNTY OF_GRAYSON

STATEOF _TEXAS

BEFORE ME, the undersigned authority, on this day personally sppeared___Bill Whiteacre, dealing in his
sole and separate property

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

EAXXXXXXXXXXXXXXXXXX XXX XX XXX Xand 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.
e s 0 R
es o Given under my hand and seal of office this the 3)0 day of Ocko'uw _mq%_
seee . -
. . of
e . . \
: ST Y
s N GLENDA LEE TOWNSEND b
R i o Notary Public
LR L] o
STAT!
satEor__ | €xas \ nImE OF TEXAS \)’?DG"G—\T)
“osane ) A
COUNTY OF G’YMSUY'\ ) s I 53700 R SRS RETI T,
-
seve Before me, the undersigned authority, on this day pevagally appearcd Bill Whiteacre, dealing in
e his sole g_ggggrate property
known to me to be the persons whose names are subscribed to the foregoifpinstrumeant, and acknowledged to me that they executed the same for the purposes and
consideration therein expressed,
Given under my hand and seal of office this the day of .19
Notary Public m
~
STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
COUNTYOF__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 exccuted the same for the purposes and
consideration therein expressed.

Given under my hand and seal of offics this the, @ day of L/O “% X 9 9

%}gﬁ%ﬁ%ﬁ% Notary Public in and for T:MM

State of Texas
Comm. Exp. 10-30-89 ¢
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
OCTOBER 23, 1998, BY AND BETWEEN BILL WHITEACRE, AS LESSOR, AND CLAY
JOHNSON, AS LESSEE, AND COVERING ALL OF SECTION 5, SAVE AND EXCEPT THE NW/4
NW/4, §/2 NE/4 OF SECTION 5, BLOCK 58, PUBLIC SCHOOL LAND SURVEY, REEVES
COUNTY, TEXAS.

40. Notwithstanding anything to the contrary indicated in Paragraph Three (3) herein this Lease for
all purposes shall be considered a fully Paid-Up Oil & Gas Lease. Said Delay Rentals have been paid in
full with the Bonus Consideration tendered herein. Delay Rental payment was based on a $1.00 per net
mineral acre per year for Four (4) Years. Concluding a $4.00 per acre Pd-Up Rental Payment was made
in advance for the Four (4) Year Period on the net mineral acres indicated in this Lease.

41. 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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¥ TitaNn RESOURCES, Lr.

April 13, 1999 VIA FEDERAL EXPRESS

Mr. Drew Reid

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

Re:

Relinquishment Act Oil & Gas Lease dated October 23, 1998
Bill Whiteacre, Agent for the State of Texas, Lessor
covering lands in Reeves County, Texas

Titan Lease No, TX299-389-082-007-00

Paragon Prospect

Dear Mr. Reid:

Pursuant to our meeting on March 26, 1999, in which you requested that we review certain matters and provide copies
of materials related to certain Relinquishment Act leases, enclosed herewith please find the following:

| 3

Certified Copy of Paid-Up Oil and Gas Lease dated October 23, 1998 between the State of Texas, acting by
and through its Agent, Bill Whiteacre, referred to as owner of the soil, and Clay Johnson, Lessee, covering
all of Section 5, save and except the NW/4 NW/4, §/2 NE/4 of Section 5, Block 58, PSL Survey, Reeves
County, Texas.

Copy of request for approval of the above lease by letter dated November 10, 1998 from J. Robert Ready.
Landman, to Drew Reid, accepted by the Texas General Land Office on November 13, 1998.

Copy of request for credit by letter dated September 22, 1998, accepted by the General Land Office on
September 30, 1998 where $100.00 of credit was used to cover the required processing fee in connection with
the above request for approval.

Copy of letter dated December 2, 1998 from J. Robert Ready, Landman, to Drew Reid, Texas General Land
Office, where a certified copy of the above lease was transmitted to the General Land Office for filing.

Copy of request for credit by letter dated September 22, 1998, accepted by the General Land Office on
September 30, 1998. $25.00 of said credit was used to cover the required filing fee and $1,040.26 of said
credit was used for payment of bonus consideration due the State of Texas in connection with the above lease
transmittal.

As soon as the above lease has been approved and filed, please advise this office of the assigned mineral file number.
If additional information is required; please do not hesitate to contact the undersigned. Thank you for your continued
cooperation and courtesy in this matter.

WIB/dss
Enclosures

Yours very truly,

£,

. Robert Ready
Landman

500 W. Texas + Suite 500 + Midland, Texas 79701 « Fax: (915) 687-0192 « Office: (915) 682-6612
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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

August 18, 1999

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

Re:  RELINQUISHMENT ACT LEASE No. M-100101
Sec. 5 & 10, Blk. 58, PSL Survey
540.15 ac./128.50 net ac.
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-100101. Please refer to this number in all future correspondence
concerning the lease.

Your remittance of $3,855.74, 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,

i ! > Adsy R
Drew Reid
Minerals Leasing

Energy Resources
(512) 475-1534

MS/DR
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ACQUISITOOMINESSIDISER OF THE GENERAL LAND OFFICE 11/27/00 0 O 4 8 8 3
PARAGON #299:Lease Bonus Payment in full of 1/2 lease bonus consideration due the 1.785.18
State of Texas for execution of Paid-Up Oil and Gas
Lease dated September 18, 2000, by and between The State
of Texas by Agent Robert E. Tyler, as Independent Executor of
the Estate of Lawrence Edward Tyler, dec'd and Ruth
Wilman Tyler, a widow, Lessor, and Clay Johnson, Lessee,
covering, Tract 1) All of Section 5, save and except the NW/4
NW/4 and S/2 NE/4, Block 58, PSL Survey, 520.13 acres
more or less; Tract 2) W/2 NW/4 SW/4 of Section 10,
Block 58, PSL Survey, 20 acres more or less; Reeves
County, Texas.

(This lease covers lands in the Mcllvain Prospect No. 681
carved out of the Paragon Prospect.)

Checking Lease Bonus Consideration 1,785.18

PURE RESOURCES, L.P.
ACQUISITODMMETHOMEER OF THE GENERAL LAND OFFICE 11/27/00 U D 4 8 8 3

PARAGON #299:Lease Bonus Payment in _fdll of 1/2 lease bonus consideration due the 1,785.18
State of Yexas for execution of Paid-Up Oil and Gas
dated September 18, 2000, by and between The State
of Texas by Agent Robert E. Tyler, as Independent Executor of
the Estate of Lawrence Edward Tyler, dec'd and Ruth Oj
e Wilman Tyler, a widow, Lessor, and Clay Johnson, Lessee, OJ
! covering, Tract 1) All of Section 5, save and except the NW/4 \5\ <3
NW/4 and S/2 NE/4, Block 58, PSL Survey. 520.13 acres 2 >
more or less; Tract 2) W/2 NW/4 SW/4 of Section 10,
< Block 58, PSL Survey, 20 acres more or less; Reeves
; County, Texas.

3 o (This lease covers lands in the Mcllvain Prospect No. 681 { g ‘
7 carved out of the Paragon Prospect.)

W . P Paud

Checking Lease Bonus Consideration % n 1,785.18
$338 271s% 1ean
. Te ’ . ¢ ® :
. LT : . :.
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ACQUISITI@ONIABSINER OF THE GENERAL LAND OFFICE 11/27700

PARAGON #299:GLO Filing Fee Filing fee due the State of Texas for Paid-Up Oil and Gas
Lease dated September 18, 2000, by and between
The State of Texas by Agent Robert E. Tyler, as Independent
Executor of the Estate of Lawrence Edward Tyler, dec'd
and Ruth Wilman Tyler, a widow, Lessor, and Clay Johnson,
Lessee, covering, Tract 1) All of Section 5, save and
except the NW/4 NW/4 and S/2 NE/4, Block 58, PSL
Survey, 520.13 acres more or less; Tract 2) W/2 NW/4 SW/4 of
Section10, Block 58, PSL Survey, 20 acres more or less;
Reeves County, Texas.

(This lease covers lands in the Mcllvain Prospect No. 681
carved out of the Paragon Prospect.)

Checking Filing Fees

r/-

PURE RESOURCES, LP. L

ACQUISITIGOBMMISSIONER OF THE GENERAL LAND OFFICE ) -/,- 11/27/00
PARAGON #299:GLO Filing Fee Filing fee due the State of Texas for Paid-Up Oil and Gas
Lease dated September 18,2000, by and between

The State of Texas by Agent Robert E. Tyler, as Independent

Survey,/520.13 acres more or less; Tract 2) W/2 NW/4 SW/4 of
Sectjgn 10, Block 58, PSL Survey, 20 acres more or less;
Regéves County, Texas.

(This lease covers lands in the Mcllvain Prospect No. 681
carved out of the Paragon Prospect.)

Atr: Prew Lo

Checking Filing Fees

004884
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25.00

004884

25.00

0;
%
52
78

ry

X 25.00



' ee
L]

.

.

.
Ssses
L]

.
Beese
» .

'PUR

-
:;, RESOURCES

’\

November 29, 2000 VIA FEDERAL EXPRESS

Mr. Drew Reid

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

Re:  Relinquishment Act Oil and Gas Lease dated September 18, 2000 by and between The
State of Texas by Agent Robert E. Tyler, as Independent Executor of the Estate of
Lawrence Edward Tyler, Dec’d and Ruth Wilman Tyler, a widow, Lessor, and Clay
Johnson, Lessee, covering, Tract 1) All of Section 5 save and except the NW/4 NW/4
and S/2 NE/4, Block 58, PSL Survey, 520.13 acres more or less; Tract 2) W/2 NW/4
SW/4 of Section 10; Block S8, PSE-Survey. 20 acres more or less, Reeves County, Texas

Pa
ineral File No. 100101

cllvain Prospect No. 681)

,,/

Dear Mr. Reid:

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

Certified copy of Oil and Gas Lease dated September 18, 2000, between the
State of Texas, acting by and through its Agent, Robert E. Tyler, as
Independent Executor of the Estate of Lawrence Edward Tyler, Dec’d and Ruth
Wilman Tyler, a widow, Lessor, and Clay Johnson, Lessee, covering the
captioned lands in Reeves County, Texas, which has been duly filed under
Clerk’s File No0.002744 to be recorded in the Oil and Gas Lease Records of
Reeves County, Texas.

Pure Resources, L.P. Check No. 4883 made payable to the order of
Commissioner of the General Land Office of the State of Texas in the amount
of $1,785.18, representing payment in full of lease bonus consideration (1/2 due
the State of Texas) for the above mentioned Oil and Gas Lease.

Pure Resources, L.P. Check No. 4884 made payable to the order of
Commissioner of the General Land Office of the State of Texas in the amount
of $25.00, representing the required filing fee for handling this matter.

Pure Resoures, LP

500 West lllinois Midland, Texas 79701 office: 915-498-8600 fax. 915-498-2675 web:  www.pureresources. com



Texas General Land Office
Mr. Drew Reid

Page -2

November 29, 2000

Approval of the terms and provisions in leases covering the captioned lands was given on
August 18, 1999, under Mineral File No. M-100101.

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

continued cooperation and courtesy in this matter.

Very truly yours,

X

obert Read
and Director

WJIB/dw
Enclosures

RECEIVED THIS DAY OF ,2000.
TEXAS GENERAL LAND OFFICE

BY

Drew Reid
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General Land Office D
Relinquishmnt Act Lease Form

Revised, September 1997

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 18 day of Sept. lxzooooetween the State of Texas, acting by and through its
agent, Robert E. Tyler, as Independent EXecutor of the Estate of Lawrence Edward

._I*len+_nec'd and Ruth Wilman Tylery a widow

5010 Nina Lee Tane, Houston, TX 77092 said agent
(Give Permanent Address)

herein referred to as the owner of the soil (whether one or more), and_Clay Johnson

203 West Wall, Ste., 800, Midland, TX 79701 of

(Give Permanent Address)

hereinafter called Lessee.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and performed by
Lessee under this 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_ R€€vVes County, State
of Texas, to-wit:

Tract 1) All of Section 5, save and except the NW/4 NW/4 and S/2 NE/4,
Block 58, PSL Survey, 520.13 acres more or less

Tract 2) W/2 NW/4 SW/4 of Section 10, Block 58, PSL Survey, 20 acres

more or less
containing_ 540,13 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: One Thousand Seven Hundred Eighty-five and 18/100---
Dollars(s__ 1,785,118 )

To the owner of the soil: One Thousand Seven Hundred Eighty-five and 18/100---

Dollars(s_1,785.18 )
Total bonus consideration: Three Thousand Five Hundred Seventy and 36/1 00---
Dollars (S_3,570.36 )
The total bonus consideration paid represents a bonus of _S€venty-nine &R MO/ DD s
Dollars (S_79 .00 ) peracre,on 45 . 19 netacres.
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 thereafter as oil and gas, or either of them, is produced in paying quantities from said land.

As used in this lease, the term "produced in paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) covered

exceed out of pocket opc'rali(“lal expenses for the six months last past. o
k See Exhibit "A"™ attached for Pd-Up Delay Rental Provision shown as Paragraph 40.
on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in ’
the Berik,
at _, or its successors (which shall continue as the depository regardless of ¢ 5 in the ownership of
said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL ICE OF THE STATE OF

TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a rental all cover the privilege of deferring

To the owner of the soil:

Dollars ($ il )
To the State of Texas: sl
Dollars (S —_ )
Total Rental: Bl
Dollars ($ o )
In a like manner and upon like paymen enders annually, the commencement of a well may be further deferred for successive periods of one (1) year each during
the primary term. All paymen! nders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of this lease, and may be
delivered on or before ntal paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist, suspend business, liquidate, fail or
be succeeded Gther bank, or for any reason fail or refuse to accept rental, Lessee shall not be held in default for failure to make such payments or tenders of

rental
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4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty
provtdcd for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of
the soil:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all

condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
3/16ths part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

General Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirement that such gas be run
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (cxccpt as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be ___3 /16 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 vnluc to be based on the highest market price paid or offered for gas of comparable quality in
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
most approved method of testing being used by the industry at the time of testing.

(©) PRé)C%SSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3 / leths part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not
been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
whether said gas be "casinghead,” "dry," or any other gas, by fractionating, burning or any other processing shall be 3/16ths part of the
gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market
value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the
basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

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

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner
of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office’s right to take its royalty in
kind shall not diminish or negate the owner of the 50il's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied.
under this lease.

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to
process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner of the soil
and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas
until it is produced and sold or used by Lessee in a manner which 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 oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavit of the
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of
all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition
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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 reports or records which the General Land Office may require to verify the gross production, disposition and
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater.
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Gifice admiinisurative ruie which is
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of
the royalty or to that portion of the 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 agreemems 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, ransportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them.

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

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in
accordance with the shut-in provisions hereof.

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so iong 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 thereafter as oil and/or gas is produced in paying quantities from said land, or
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

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

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than $1.200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease does not specify a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, each initial shut-in oil or gas royalty



must bé paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions: whichever date is latest. Such payment shall be made one-half (1/2)
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased. and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

- 15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1.000) feet of the leased premises.
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royaity, Lessee shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the
payment of compensatory royalties can satisfy the obligation to drill offset wells.

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-
52.153, 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 govenmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof ("the retained lands"), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further
terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 16 (A)
above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as
consideration for this lease (as specified on page 1 hereof). [f such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths
covered by this lease.

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

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

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any 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 to comply with such covenant shall be suspended and Lessee
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil
or gas.
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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 of the soil under this paragraph, Lessee may recover the cost of these payments from the
rental and royalties due the owner of the soil.

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

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

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

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the 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.

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without the
written consent of the owner of the soil.

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank batteries 5o as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee
under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in 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 liabilities to the State for unpaid royalties.

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

(1) 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) 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, trustee, executor, administrator, receiver. or conservator for the
owner of the soil; or
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

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

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

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument, including the
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral agreements concerning the
development of 0il and gas from the leased premises which are not contained in this lease render this lease invalid.

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to fumnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such leased minerals in order to secure the payment of all royalties or other amounts due or 1o 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-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 State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 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 Lessee on the leased premises
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold 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 attomneys’ fees and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply with any and all
environmental laws; those arising from or in any way related to Lessee’s operations or any other of Lessee’s activities on the leased premises; those arising from
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors. officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold 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 officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,
CONCURRENT, ACTIVE, OR PASSIVE.



36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medium
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous 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 regulanon (“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 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 GOVERNMENTAL
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

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

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

Notary Public in and for

statEoF__ @%@ $ (CORPORATION ACKNOWLEDGMENT)

countyor___[I\} dlﬁ@
BEFORE ME, the undersigned authority, on this day personally appeared C/\ QJ,! ‘% "\JUQO/U

known to me to be the person whose namie 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 13 day of (QCA-ob eLr N9 2000

Notary Public in and for l Exl <

M. K. BRASUEL
¥ MY COMMISSION EXPIRES

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF H&&ﬂgs

; : : t
Before me, the undersigned authority, on this day personally appeared, RODert E. Ty ler, as Independen
Executor of the Estate o ﬂawrence Edward Tyler, dec'd

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. / TLL

__day of {7(" TeB PR 2P

Given under my hand and seal

-

Notary Public in and for ;TA - QF 7?}(,{.5

STATEOF_Texas S i (INDIVIDUAL ACKNOWLEDGMENT)

county or_|HARRL S

Before me, the undersigned authority, on this day personally appeared RUth Wilman Tyler, a widow

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.

_/'é_(t/dayof /)5-’7"(//";{0& B 2 AT

Notary Publicinand for S7A7 =~ o /F T CxdS
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
SEPTEMBER 18, 2000, BY AND BETWEEN ROBERT E. TYLER, AS INDEPENDENT EXECU 1\\g
OF THE ESTATE OF LAWRENCE EDWARD TYLER, DEC'D. AND RUTH WILMAN TYLER, A
WIDOW, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING ALL OF SECTI(OWN
5, SAVE AND EXCEPT THE NW/4 NW/4 AND S/2 NE/4, AND THE W/2 NW/4 SW/4 OF SECTI\WN
10, ALL IN BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS.

40. Notwithstanding anything to the contrary contained in Paragraph Three (3) of this Lease, for a|)
purposes this lease shall be a fully Paid-Up Oil & Gas Lease. Delay Rentals have been paid in full w ),
the Bonus Consideration tendered herein. Delay Rental payment was based on a $1.00 per net minea|
acre per year for Four (4) Years. Concluding a $4.00 per acre Pd-Up Rental Payment was made iy,
advance for the four (4) Year Period on the net mineral acres indicated in this Lease.
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U TS A MRAMMR BN DI U L LR URINEIRAL LANL UFPFICE 12/20/°00
ACOU'?’W%&%&% Bonus Payment in full of 1/2 lease bonus consideration due the 0%5 5
. ’ State of Texas for execution of Paid-Up Oil and Gas Lease
dated December 11, 2000, by and between the State of Texas
by Agent Blake Oil and Gas Corp., Lessor, and Clay
Johnson, Lessee, covering all of Section 5, Save and
Except the NW/4 NW/4 and S/2 NE/4, Block 58, Public
School Land Survey, Reeves County, Texas.

(This lease covers lands in the MclIlvain Prospect No. 681

il Daces el 12\

Checking Lease Bonus Consideration 2.947.39

PURE RESOURMEESSIONER OF THE GENERAL LAND OFFICE 12/20700 U 5
ACQUIBNHNGOREF9 Eease Bonus Payment in full of 1/2 lease berfus consideration due the ;,LQ?gg

State of Texas for execution of Paid-Up Oil and Gas Lease

Exeept t[1c NW/4 NW/4 and S/2 NE/4, Block 58, Public
School Land Survey, Reeves County, Texas.

(This lease covers lands in the Mcllvain Prospect No. 681
carved out of the Paragon Prospect.)

Checking Lease Bonus Consideration 294739



12720100

e ) e MO IWVED BIVAINDIN VT L O URNERAL LAND UrriCr
Filing Fee due the State of Texas for Paid-Up Oil and Gas

}*COU@W%%LO Filing Fee

T ?fSou/C,-es‘ L P

Checking

PURE RESQURMMIESSIONER OF THE GENERAL LAND OFFICE

ACQUIBNNEBIRFEISNELO Filing Fee
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Filing Fee

Lease dated December 11, 2000, by and between the State
of Texas by Agent Blake Oil and Gas Corp., Lessor, and
Clay Johnson, Lessee, covering all of Section 5, Save and
Except the NW/4 NW/4 and §/2 NE/4, Block 58, Public

School Land Survey, Reeves County, Texas.

(This lease covers lands in the Mcllvain Prospect No. 681
carved out of the Paragon Prospect.)

A~ pred waﬂ

12/20/00

Filing Fee due the State of Texas for Paidt7p Oil and Gas
Lease dated December 11, 2000, by arid between the State
of Texas by Agent Blake Oil and &as Corp., Lessor, and
Clay Johnson, Lessee, coveripg all of Section 5, Save and
Except the NW/4 NW/4 apd S/2 NE/4, Block 58, Public

School Land Survey, ves County, Texas.

ands in the Mcllvain Prospect No. 681
carved out of the Paragon Prospect.)
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RESOLURCES, L.P.

Z_. PURE

December 21, 2000 VIA FEDERAL EXPRESS

Mr. Drew Reid

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

Re:

Relinquishment Act Oil and Gas Lease dated December 11, 2000 by and between The
State of Texas by Agent Blake Oiland Gas Corp., Lessor, and Clay Johnson, Lessee,
covering, All of Section 5, Save and Except the NW/4 NW/4 and S/2 NE/4, Block 58,
Public School Land Survey, Reeves County, Texas.

agon Prospect No. 299 (Mellvain Prospect No. 681)

ineral File No. 100101 =

Dear Mr. Reid:

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

1. Certified copy of Oil and Gas Lease dated December 11, 2000, between the State
of Texas, acting by and through its Agent, Blake Oil and Gas Corp., Lessor, and
Clay Johnson, Lessee, covering the captioned lands in Reeves County, Texas,
which has been duly filed under Clerk’s File N0.2946 to be recorded in the Oil
and Gas Lease Records of Reeves County, Texas.

2. Pure Resources, L.P. Check No. 4955 made payable to the order of
Commissioner of the General Land Office of the State of Texas in the amount
of $2,947.39, representing payment in full of lease bonus consideration (1/2 due
the State of Texas) for the above mentioned Oil and Gas Lease.

3. Pure Resources, L.P. Check No. 4956 made payable to the order of

Commissioner of the General Land Office of the State of Texas in the amount
of $25.00, representing the required filing fee for handling this matter.
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Texas General Land Office
Mr. Drew Reid

Page -2

December 20, 2000

Approval of the terms and provisions in leases covering the captioned lands was given on
August 18, 1999, under Mineral File No. M-100101.

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

Very truly yours,

C}u%/&%

J. Robert Ready
Land Director
WJIB/dw

Enclosures

RECEIVED THIS DAY OF 2001
TEXAS GENERAL LAND OFFICE

BY

Drew Reid
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écntrnl Land-Office
Relinquishmnt Act Lease Form
Revised, September 1997

PAID-UP
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this 1 1__dayof __Dec. 1X200between the State of Texas, acting by and through its
agent, Blake 0Oil & Gas Corp.
400 N. Main of.
Midland ™ 79701 said agent
’ (Give Permanent Address)
herein referred to as the owner of the soil (whether one or more), and___Clay Johnson
203 W. Wall, Ste., 800, Midland, TX 79701 of

(Give Permanent Address)
hereinafter 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 soil. hereby grants, leases and 1¢ts 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:

All of Section 5, Save and Except the NW/4 NW/4 and
S/2 NE/4, Block 58 Public School Land Survey

containing 520.13 acres, more or less. The bonus consideration paid for this lease is as follows:
To the State of Texas: _Two Thousand Nine Hundred Forty Seven and 39/100------
Dollars(S__2.947 .39 )
To the owner of the soil:_Two Thousand Nine Hundred F ven and 39/100----
Dollars (S_2,947 . 39 )
Total bonus consideration:  Five Thousand Eight ndred Ninety Four and 78/100--
Dollars (5_5,894,78 )
The total bonus consideration paid represents abonus of __ONe Hundred Two Dollars and No/100------
Dollars(s__102.00 ) peracre,on D / . /9 2net acres.
2. TERM. Subject to the other provisions in this lease, this lease shall be foratermof _Three (3) years from this date

(herein called "primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land.
As used in this lease, the term "produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s) covered
exceed out of pocket oecrauona.] expenses for the six months last past.

See Exhibit A" attached for Pd- Up Delay Rental Prov151on shown as Paragraph 40.

on or before such anniversary da(e Lessee shall pay or tender to the owner of the sonl orto h:s crcc[n in
the ark,
at , or its successors (which shall continue as the depository regardless of c! in the ownership of
said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL L
TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a rental
the commencement of a well for one (1) year from said date. Payments under this paragraph shall be in the followj ounts:

all cover the privilege of deferring

To the owner of the soil:

Dollars ($ I )
To the State of Texas:

Dollars ($ )
Total Rental:

Dollars ($ )

irty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument naming another bank as agent to receive such payments

e d T and Ceorrast
.* .t copyat’
@ngmal.flle:d in
" Reeves County
Clerks Office
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4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty
provided fgr in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of
the soil: y

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
1/5th part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

General Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirement that such gas be run.
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be /11 h part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
most approved method of testing being used by the industry 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 liquid hydrocarbons
shall be 1/5th part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royaities due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not
been processed.

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

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

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

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to
process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner of the soil
and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas
until it is produced and sold or used by Lessee in a manner which 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 oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is d
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, acco it of the
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showmg E\géa?amo d 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 reperS torfirming the gﬁ éﬂn“qlsposmon




and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks,
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on cach 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.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of
the royaity 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 agreemems and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attomey General, the Governor, or the representative of any of them.

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

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in
accordance with the shut-in provisions hereof.

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

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

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than 51,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease does not specify a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (§1.00) per acre. To be effective, each |3ma1 h'ﬁﬁ‘d tgmeml
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must be paid'on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-haif (172)
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased. and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

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

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-
52.153, 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 govemnmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerajsgmduccd from the retained lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further
terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths”) in each well located on acreage retained in Paragraph 16 (A)
above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as
consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths
covered by this lease.

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

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

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any 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 to comply with such covenant shall be suspended and Lessee
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil
or gas.
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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 of the soil under this paragraph, Lessee may recover the cost of these payments from the
rental and royalties due the owner of the soil.

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

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

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

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without the
written consent of the owner of the soil.

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee
under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal
representatives or assigns) fumishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in 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 liabilities to the State for unpaid royalties.

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

(1) 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 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, trustee, executor, administrator, receiver, or conservator for the
owner of the soil; or
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

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

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

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report concemning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations 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 Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
foreclosed with or without court proceedings in the manner provided in the Title 1, 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-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 Natwral 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 aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 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 Lessee on the leased premises
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold 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
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 officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGL[GE\CE BE S(&,E: t‘;?FéT;t
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+ 36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medium
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous 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 1sed 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 ENYIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

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

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies 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.

/% T

LESSEE
BY: Clay Johnson

TITLE:

paTE._ /2 40 j

STATE OF TEXA %}/ W STATE OF TEXAS
BY: v Z BY:

Individually apd as agcntﬁ:r the State of TexssBlake 0il & Gas Individually and as agent for the State of Texas
Corp.# by Jack E. Blake, President

Date:

x o: .

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:

frue and Correct
copy of

il 1“&‘ uL%d i3 see :
.geg\feé C{’Uﬂty kN
o.'c\erks Qﬁice' . E.

——nn



STATE OF _TEXAS (CORPORATION ACKNOWLEDGMENT)
COUNTY OF_ MIDLAND

BEFORE ME, the undersigned authority, on this day personally appeared__Jack E. Blake

known to me to be the person whose name is subscribed to the foregoing instrument, as President of
Blake 0il & Gas Corp. 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 11th day of December ﬁ? 2000
= %&A / /(., Od/) Q/(,/Q,O
N(SI?XI?Y%\Q%IC NOM/MM i Midland County, fexas
STATE OF AL o TEXAS (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 (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

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

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

Given under my hand and seal of office this the day of 519

Notary Public in and for

sTATEOF_TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
county ofF_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
consideration therein expressed.

Given under my hand and seal of office this the l 4 "%' day of Dec P,m bO«L "4 ZCOO 2

L8 —T
Notary Public in and rorﬂd[aﬁ_cagﬂ% éwfig

True and Correct
copy of
fjﬂgﬂélfﬁeﬂ Nees oes
me*ves.OGumw :
“Clerks Office *o* 2*
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
DECEMBER 11 22, 2000, BY AND BETWEEN BLAKE OIL & GAS CORP., AS LESSOR, AND
CLAY JOHNSON, AS LESSEE, AND COVERING ALL OF SECTION 5, SAVE AND EXCEPT THE
NW/4 NW/4 AND S/2 NE/4, BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS.

40. Notwithstanding anything to the contrary contained in Paragraph Three (3) of this Lease, for all
purposes this lease shall be a fully Paid-Up Oil & Gas Lease. Delay Rentals have been paid in full with
the Bonus Consideration tendered herein. Delay Rental payment was based on a $1.00 per net mineral
acre per year for Two (2) Years. Concluding a $2.00 per acre Pd-Up Rental Payment was made in
advance for the two (2) Year Period on the net mineral acres indicated in this Lease.

True and CoFFest
copy of
Original filed in
Reeves County
Clerks Office
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ACQUISITESMMNFSSHIONER OF THE GENERAL LAND OFFICE 3/15/2001

~ PARAGON #299:Lease Bonus

PARAGON #299:Lcase Bonus

Checking

PURE RESOURCES, L.P.

Payment in full of 1/2 lease bonus consideration due
the State of Texas for execution of

Paid-Up Oil and Gas Lease dated

February 7, 2001, by and between the

State of Texas by Agent Cassandra M. Walker

a married woman dealing in her sole and

separate property, Lessor, and

Clay Johnson, Lessee, covering all of

and S/2 NE/4, Block 58, Public School

Uus8bb

2,282.79

(A

Section 3, Save and Except the NW/4 NW/4 01 0,3.207 7

Land Survey, Reeves County, Texas

(This lease covers lands in the Mcllvain Prospect No. 681
carved out of the Paragon Prospect.)

ACQUISITEMMFSSIER OF THE GENERAL LAND OFFICE 3/15/2001

PARAGON #299:Lease Bonus

PARAGON #299:Lease Bonus

Checking

Payment in full of 1/2 lease bonus consideration due
the State of Texas for execution of

Paid-Up Qil and Gas Lease dated

February 7, 2001, by and between the

State of Texas by Agent Cassandra M. Walker
a married woman dealing in her sole and
separate property, Lessor, and

Clay Johnson, Lessee, covering all of

Section 5, Save and Except the NW/4 NW/4
and S/2 NE/4, Block 58, Public School

Land Survey, Reeves County, Texas

(This lease covers lands in the Mcllvain Prospect No. 681
carved out of the Paragon Prospect.)

x;z,asa-"‘?

2,282.79

005866

2,282.79
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ACQUISITHH VN FSHINGER OF THE GENERAL LAND OFFICE 3/15/2001

_ PARAGON #299:GLO Filing Fee

Checking GLO Filing Fees

PURE RESOURCES, L.P.

Filing fee due the State of Texas for Paid-Up Oil and Gas
Lease dated February 7, 2001, by and between

The State of Texas by Agent Cassandra M. Walker,

a married woman dealing in her sole and

separate property. Lessor, and Clay Johnson, Lessee

005867

25.00

covering all of Section 3, Save and Except the NW/4 NV\@ 1 O 32 O 7 6

and S/2 NE/4, Block 58, Public School Land
Survey, Reeves County, Texas

(This lease covers lands in the Mecllvain Prospect No. 681
carved out of the Paragon Prospect.)

@%ﬁﬂhujkﬁﬂ

ACQUISIT(EMANMESHINGER OF THE GENERAL LAND OFFICE 3/15/2001

PARAGON #299:GLO Filing Fee

Checking GLO Filing Fees

Filing fee due the State of Texas for Paid-Up Oil and Gas
Lease dated February 7, 2001, by and between

The State of Texas by Agent Cassandra M. Walker,

a married woman dealing in her sole and

separate property, Lessor, and Clay Johnson, Lessee
covering all of Section 3, Save and Except the NW/4 NW/4
and 5/2 NE/4, Block 58, Public School Land

Survey, Reeves County, Texas

(This lease covers lands in the Mcllvain Prospect No. 681
carved out of the Paragon Prospect.)

[&|

X&soo

25.00

002867
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March 21, 2001 VIA FEDERAL EXPRESS

Mr. Drew Reid

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

Re:  Relinquishment Act Oil and Gas Lease dated February 7, 2001, by and between The
State of Texas by Agent Cassandra M. Walker, a married womam dealing in her sole
and separate property, Lessor, and Clay Johnson, Lessee, covering all of Section 5,
Save and Except the NW/4 NW/4 and the S/2 NE/4, Block 58, Public School Land
Survey, Reeves County, Texas.
Paragon Prospect No. 299 (Mcllvain Prospect No. 681)
Mineral File No. 100101

Dear Mr. Reid:

With reference to our previous correspondence pertaining to the acreage covered by the
captioned Oil and Gas Lease, enclosed please find the following for your files and further
handling:

1. Certified copy of Oil and Gas Lease dated February 7, 2001 by and betweenThe
State of Texas, acting by and through its Agent, Cassandra M. Walker, a
married woman dealing in her sole and separate property, referred to as the
owner of the soil, Lessor, and Clay Johnson, Lessee, covering the captioned
lands in Reeves County, Texas, which has been duly filed under Clerk’s File No.
688 to be recorded in the Oil and Gas Lease Records of Reeves County, Texas.

2 Pure Resources, L.P. Check No. 5866 made payable to the order of
Commissioner of the General Land Office of the State of Texas in the amount
of $2,282.79, representing payment in full of lease bonus consideration (1/2 due
the State of Texas) for the above mentioned Oil and Gas Lease.

3. Pure Resources, L.P. Check No. 5867 made payable to the order of
Commissioner of the General Land Office of the State of Texas in the amount

of $25.00, representing the required filing fee for handling this matter.

Approval of the terms and provisions in leases covering the captioned lands was given on

- August 18, 1999, under Mineral File No. M-100101.

500 West lllinois  Midland, Texas 79701  office: 915.498.8600 web: www.pureresources.com



Texas General Land Office
Mr. Drew Reid

Page-2

March 21, 2001

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

Very truly yours,

-

J Robert Reads
Land Director
WJIB/dw
Enclosures
RECEIVED THIS DAY OF , 2001.

TEXAS GENERAL LAND OFFICE

BY

Drew Reid
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Relinquishmnt Act Lease Form True and Correct
Revised, September 1997 Copy Of -
PAID-UP lSii)ngmal gled |tn
OIL AND GAS LEASE geves Lounty

Clerks Office

THIS AGREEMENT is made and entered into this_/ day of Feb. #2001 , between the State of Texas, acting by and through its
agent, Cassandra M. Walker, a married woman dealing in her sole and separate

property of.
P.0O, Box 1309, Ross, CA 94957 said agent
(Give Permanent Address)
herein referred to as the owner of the soil (whether one or more), and Clay Johnson
203 West Wall, Ste, 800 of

Midland, TX 79701
(Give Permanent Address)

hereinafter 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 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:

All of Section 5, SAVE AND EXCEPT the NW/4 NW/4 and S/2 NE/4, Block 58,
Public School Land Survey :

containing 520.13 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Two Thousand Two Hundred Eighty-two and 79/100---——--
Dollars(S___ 2,282 .79 )
To the owner of the soil:. Two Thousand Two Hundred Eighty-two and 79/100------

Dollars($S_2 , 282 . 79 )

Total bonus consideration: Four Thousand Five Hundred Sixty-five and 58/100---

Dollars($_4,565,58 )

The total bonus consideration paid represents a bonus of _Seventy Nine Dollars and No/100--------
Dollars (5_79 . 00 ) peracre,on5 7 ., 79 2 net acres.

2 TERM. Subject to the other provisions in this lease, this lease shall be foratermof __Five (5) years from this date
(herein called "primary term”) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land.
As used in this lease, the term "produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s) covered
exceed out of pocket operational expenses for the six months last past.
* See Exhibit "A" attached for Pd-Up Delay Rental Provisions shown as Paragraph 40

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

the B
at _, or its successors (which shall continue as the depository regardless of s in the ownership of
said land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL FICE OF THE STATE OF
TEXAS, AT AUSTIN, TEXAS, a like sum on or before said date. Payments under this paragraph shall operate as a ren Shall cover the privilege of deferring
the commencement of a well for one (1) year from said date. Payments under this paragraph shall be in the followi ounts:

To the owner of the soil:

Dollars ($ — )
To the State of Texas: L

Dollars ($ P )
Total Rental: e i

Dollars (§ — )




Y ,
4. - PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty
pmvudcd for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of
the soil:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
6ths part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

General Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirement that such gas be run
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/16ths part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
most approved method of testing being used by the industry at the time of testing.

(%3] PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16ths part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),

By whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royaities which would have been due had the gas not
* been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas éexcep(mg liquid hydrocarbons)
whether said gas be "casinghead,” "dry,” or any other gas, by fractionating, burning or any other processing shall be /g part of the
gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market
value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the
basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

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

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

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to
process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner of the soil
and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas
until it is produced and sold or used by Lessee in a manner which 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 oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavitofthe «
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

. True and Correet

e o cﬁp:py ofd

+ Orignal filed in

Reeves County
Clerks Office




and m;rkel- vglue"including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks,
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on cach lcase. 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 royaity 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.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
effective on the date when the affidavits or supporting documents were due. (ne 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. 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 agreemems and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attorney General, the Govemor, or the representative of any of them.

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

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in
accordance with the shut-in provisions hereof.

1Z. DRILLING AND REWGRKING AT EXPIRATION CF PRIMARY TERM. I at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for
drilling or reworking of any additional 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 resuit in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

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

14, SHUT-IN ROYALTIES. For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. 1f Paragraph 3 of this lease does not specify a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, each initial shut-in oil or gas royalty
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must be paid bn or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (172)
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered 1o be
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased. and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

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

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-
52.153, 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 after the effective
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof (“the retained lands"), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further
terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths”) in each well located on acreage retained in Paragraph 16 (A)
above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as
consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths
covered by this lease.

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

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

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any 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 to comply with such covenant shall be suspended and Lessee
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil

or gas.
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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 s0il in the leased premises by paying any mortgage, taxes or other liens
- on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the
rental and royalties due the owner of the soil.

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

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

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

22, AUTHORIZED DAMAGES. Lessee shall pay the owner of the 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.

24, WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without the
written consent of the owner of the soil.

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which are not timely removed by Lessee
under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royaiucs will not enlarge the obligations of Lessee, diminish the rights, privileges

and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in 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 liabilities to the State for unpaid royalties.

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

(1) anominee of the owner of the soil;
(2) acorporation or subsidiary in which the owner of the scnl isa pnncxpal stockholdcr or is an employee of such a corporauon or subsnd:a.ry

(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, trustee, executor, administrator, receiver. or conservator for the
owner of the soil; or

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

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

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

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

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest in the leased
premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's interests before his personal
interests. )

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false retumn or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if 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 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 hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
foreclosed with or without court proceedings in the manner provided in the Title |, 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-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.

A}

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 leaschold
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 352.151-52.153. 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 aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 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 Lessee on the leased premises
hereunder, or that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold 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 attomeys’ fees and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply with any and all
environmental laws; those arising from or in any way related to Lessee’s operations or any other of Lessee’s activities on the leased premises; those arising from
Lessee’s use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, officers, employees, 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 officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,
CONCURRENT, ACTIVE, OR PASSIVE. True aﬂd Ce"eet
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medium
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous 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 BREACI AND DEFAULT REREUNDER 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 (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 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 GR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

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

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies 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 ’
BY: ay Johnson
TITLE:
DATE: Qi';i{j/
STATE OF TEXAS STATE OF TEXAS

q@l PR SO foj_\:gg—_—-—-— BY:
Individually and as agent for the State of Texas Cassandra M. Wallkeunndividually and as agent for the State of Texas

a married woman dealing in her sole and separate property

Date:
SS#
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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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 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 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 5 19

Notary Public in and for

sTATE oOF_CALIFORNIA (INDIVIDUAL ACKNOWLEDGMENT)

countyoF VN AC “\\ A

Before me, the undersigned authority, on this day personally appeared Cassandra M. Walker, a married
woman dealing in her sole and separate property
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 ‘ o day of ceb‘“ ’ét\-\ B 3‘3:)\ ;
U goan,  JPSHAW = e\

-‘

b.
b f; COMM. #1243416 3
ﬂ! ‘;: NOTARY PUBLIC - CALIFORNIA Notary Public in/an aior ™ C\T\\_\ CO-T. Q Q\

g Faas>” My Comm. EmirasDac.S.ZOO:!K
sTaTEOF___ TEXA (INDIVIDUAL ACKNOWLEDGMENT)

counTy o 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

consideration therein expressed. l !
Given under my hand and seal of office this the @ day of MCJ\ L0 2 £2£ 2 ‘ ;

Notary Public in and for

MY COMMISSION EXPIRES
October 19, 2004

True and Correct
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CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT
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State of Calitornia -

County of W\C\ \ \ bt .
On B\‘ 3D-O\ , before me, &Q&\/\G ‘-'\-)
Date Name and Title of Officer (e.g., "Jane Doe, Notary Public”)

personally appeared C ASSA A< QA tae W d\\(‘:.Qt

Name(s) of Signer(s)

'

[ ] personally known to me
T{proved to me on the basis of satisfactory
evidence

to be the person(s) whose name(s) is/are

subscribed to the within instrument and

acknowledged to me that he/she/they executed

the same in his/her/their authorized

capacity(ies), and that by his/her/their

]—AAMAA-"AMT signature(s) on the instrument the person(s), or
M\% CO‘IJ\M':! ?#}1-’24\,3\,416 the entity upon behalf of which the person(s)

= P" .
aﬁ; I NOTARY PUBLIC - CALIFORNIA acted, executed the instrument.
PRINCIPAL OFFICE INMARINCOUNTY

WITNESS my, n il seal.

Place Notary Seal Above ?ure of Notary Public
OPTIONAL

Though the information below is not required by law, it may prove valuable to persons relying on the document
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
FEBRUARY 7, 2001, BY AND BETWEEN CASSANDRA M. WALKER, A MARRIED WOMAN
DEALING IN HER SOLE AND SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS
LESSEE, AND COVERING ALL OF SECTION 5, SAVE AND EXCEPT THE NW/4 NW/4 AND S/2
NE/4, BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS.

40.  Notwithstanding anything to the contrary contained in Paragraph Three (3) of this Lease, for all
purposes this lease shall be a fully Paid-Up Oil & Gas Lease. Delay Rentals have been paid in full with
the Bonus Consideration tendered herein. Delay Rental payment was based on a $1.00 per net mineral
acre per year for Four (4) Years. Concluding a $4.00 per acre Pd-Up Rental Payment was made in
advance for the four (4) Year Period on the net mineral acres indicated in this Lease.
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