LeaseDate

May 21 1998
May 21 1998
May 21 1998

Lease
Admin:

Minera
Maps:

160.05 ACTIVE
80.03 ACTIVE
80.03 ACTIVE

STATE LEASE
CONTROL
07-104750

SURVEY
BLOCK
TOWNSHIP
SECTION/TRACT:
PART :
ACRES

DEPTH LIMITS

LESSEE
LEASE DATE
PRIMARY TERM :
BONUS (§)
RENTAL ($)
ROYALTY

VAR ROYALTY

: NO

MF100102
BASEFILE
117798 - REEVES
PUBLIC SCHOOL LAND
58

00
6

640.20 @\ 320.10 det

: JOHNSON, CLAY
: May 21 1998

5 yrs

0.00

0.00
0.18750000

8
g
9
b

952109




CoNTENTS oF FiLe N0/ 221000 F-

/ %/Z'LZ ALY {f)/f// i
 Loare - 7L1/98
_____.:252..j3~ :j;'# '7/é2/1123§

}:‘,I NVASS Y b T .é H L ff. Vilin— A//C’Q'PJ

/’ Aeasi (/ j///E
éi ¢;17}¢ %t, ?724&!3?
7 V8 ﬁi”é?‘z S////f
L) F/6008T7 %5 fr
bopecire Lo

g. L'*f\“z.:onos Jees - D-F o3laelis
q. leage. © o3 laelis
0. leage E o2 ,
. lezse E _ SBLHQIEP’
Sconrocl  sm 3/ 3@/15”

L0-5-08-(1-82)

e




General Land OfMice
Relinquishmnt Act Lease Form
Revised, September 1997

PAID UP
OIL AND GAS LEASE
THIS AGREEMENT s made and entered into this2 1St day of May 19_98 | between the State of Texas, acting by and through its
agent, EMILY ANNE STEW%RT JOBST, a widow
5330 W, Mockingbird Lane
Dallas,—T¥ 75209 sald agent
(Give Permanent Address)
hereln referred to as the owner of the soll (whether one or more), and CLAY JOHNSON

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

hercinafler called Lessee.

I. GRANTING CLAUSE. For and in considcration of the amounts statcd below and of the covenants and agreements to be pald, kept and performed by
Lessee under this lease, the State of Texas acting by and through the owner of the soll, hereby grants, leases and lets unto Lessee, for the sole and only purpose of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and bullding power stations, telephone lines and other structures
thereon, to produce, save, take care of, treat and transport sald products of the lease, the following lands situated in Reeves County, State
of Texas, to-wit:

All of Section 6, Block 38, PSL Survey.
This is a PAID UP LEASE. Subject to the other provisions hercin contained, this lease shall remain in force without rental payments
or further payments other than royalties herein provided for a term of five (3) years from this date (called “primary term”), and so
long thereafter as oil or gas (cither or both) is produced from said land or land pooled therewith, or the lease is otherwise maintained
as provided herein. The Depository Bank and amount listed in paragraph 3 below is in reference to the payment of minimum royalty
in :lccn"dancc with paragraph 3 below.

conlaining (A0 _ 70 acres, more or less. The bonus consideration paid for this lease Is as follows:
To the Statc of Texas: FOUR THOUSAND THREE HUNDRED TWENTY-ONE AND 35/100
. e Dollass (S_ 4,321.35 )
s To the owner of the soil: FOUR THOUSAND THREE HUNDRED TWENTY-ONE AND 35/1 00
.:::‘. Dollars (§ 4.,321:.35 )
= Total bonus conslderation: EIGHT THOUSAND SIX HUNDRED FORTY-TWO AND 70/100
o:--.: Dollars (§ 8_“642 70 )

JYit Jogdl bonus consideration paid represents a bonus of, FIFTY-FOUR AND NO/100
* ee Dollars (§ 54.00 ) peracre,on _ 160, 05net 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
s(hcscbn called "primary term”) and as long thereafier as oil and gas, or elther of them, Is produced In paying quantities from sald land.
As used in this lease, the term "produced in paylng quantitics® 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 last past.

3. BEEAY-RENTAES—HnowelHrcommenced-ontheteased-premisesonor-beforeonc-{yearfronrtirrdetetivteryerhri-termimete=mmiorr
enushefiuce such annlversany date Lessco shall pay-or-tenderto-the-awner-of-the-soll-erte-his-eredit-in : -
the Bank
at MWMMWMMM
the-sommencement-ofawal-forone-(iyeamfvommsiddets. Payments under this paragraph shall be in the following amounts:
To the ownerofthesoll: _~ EIGHTY DOLLARS AND 02/100
Dollars ($ 80.02
To the Stste of Texas: EIGHTY DOLIARS AND 037100
Dollars ($ 80.03 )
Total Rental: ONE_HIINDRED STXTY AND 05/100
Dollers (§ 160.05 )

. If the bank designated In this paragraph (or Its successor bank) should cease to exist, suspend business Ilc.|u|dutc fail or
be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be held In default for fallure to make such payments c;r tenders ;)f

rental until thirty (30) days after the owner of the soll shall deliver 1o Lessce a proper recordable Instrument naming another bank as agent to recelve such payments

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




4. PRODUCTION ROYALTIES. Upon production of vil and/or gas, |essee agrees to pay or cause to be paid one-hall (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-hall (1/2) of such royalty to the owner of

1
the soil: W

(A) OIL. Royalty payable on oil, which is defined as including all hydiocarbons produced in a liquid form at the mouth of the well and also as all
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafler provided. shall be
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 Ollice, such value to be detenmined by 1) the highest posted price, plus premium, if any. otlered or paid for oil, condensate, distillate, or other liquid
hydiocarbons, respectively, of a like type and gravity in the general area where produced and when nim, or 2) the highest mairket price thercof offered or paid in the
general nrea where produced and when tun, or 3) the gross proceeds of the sale thereol, whichever is the gieater. Lessee ngices that belore any gas produced fiom the
leascd premises is sold, used or processed in a plant, it will be run fice of cost 1o the royalty owners through an adeqgunie oil and gas separator of conventional type, or
other equipment at least as elliclent, so that all liquid hydiocarbons recoverable fiom the gns by such means will be recovered. The requireinent that such gas be run |
thiough a separator or other equipment may be walved in writing by the royalty owners upon such terms and conditions as they prescribe by

({1)] NON PROCESSED GAS. Royalty on any gas (lncluding (Inied gas), which is defined as all hydrocarbons and gascous substances not defined
as oil in subparagiaph (A) above, produced from any well on sald la nlécxcqul as provided herein with respect to gas processed n 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 Oflice, such value to be based on the highest matket price paid or ofTered for gas of comparable quality in
the gencral 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 measuting 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 Falirenhelt, cotrection to he made for pressure according to Noyle'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 indusiry at the time of testing.

(C) IPROCESSED 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 patt of the residue gas and the liguid hydiocatbons extiacted or the maiket value thereof, at the option of the
owner of the soll or the Commissioner of the General Land Office. All royallies due hierein 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 hydrocaibons attributable to the gas produced fiom this lease; provided that if liguid hydroenrhons are recovered from gas processed
in a plant in which Lessee (or its parent, subsidiary or afliliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be lifty 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
paity, the highest percent then belng specified in processing agreements or contracts in the industiy), whichever is the greater. ‘The respective royalties on residue gas
and on Hquid hydiocarbans shall be determined by 1) the highest market price paid or offered for any gas (or ligeid hydrocatbons) of compneable quality in the
general area, or 2) the gross price paid or offered for such residue gas (or the welghted avernge 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 products produced or manufactured fiom gas (excepting liguid hydrocarbons)
whether said gas be "casinghead,” "dry,” or any other gas, by fractionating, buming or any other processing shall be 3/16 part of the
gross production of such products, or the market value thercof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market
value 1o 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 pioduced, or 2) on the
hmzs.n'nbe average gross sale price of each product for the same month in which such products are produced; whichever is the greater.
LR

o 2%, 5. MINIMUM ROYALTY. During any year aller the expiration of the primary term of this lcase, if this lease is maintained by production, the royalties
paifttinder 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 dale of this lease a sum equal to the total annual rental less the amount of royalties paid during the
picggdipg 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
doMar ($$.00) per acre.

- L] .. :

* ¢+ 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 tlxe 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 royallics
aseruing to such royally 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
kéud"shedl 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, dehydfiating, compressing, processing, transporting, and otherwise making the oil, gas and other products
hereunder ready for sale or use. Lessce 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 UAS. Nd royalty shall be payable on any gas as may tepresent this lease's proportionate share of any fucl used to
process gas produced hereunder In any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner of the soil
and the Commissioner of the General Land OfTice, Lessce mny recycle gas for gas HHi purposes on the leased premises or for injection into any oil or gas producing
formatlon underlying the leased premises afler the liquld hydrocarbons contained in the gas have been temoved; no royaltics shall be payable on the 1ecycled gas

" until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royally under this lease.

9. ROYALTY PAYMENTS AND REPORTS. All royaltics not taken in kind shall be paid to the Commissioner of the General Land Office at Austin,
Texas, In the followlng 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 Oflice 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, accempanied 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

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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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 puols 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 1o act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be
‘accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lcase number the amount of royalty being
paid on each lease. If Lessce pays his royalty on or before thirty (30) days afler the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or
$25.00, whichever is greater. A royalty payment which is over thirty (30) days latc shall accruc a penalty of 10% of the royalty 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
Allidavits and supporting documents which are not filed when due shall incur a penalty in an amount sct by the General Land Office administrative rule which is
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 postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of
the royalty or to that portion of the royalty in dispute as to fair market value,

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemerms and amendments 1o 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 Lessec. 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 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 l.essee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
writlen 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.” Lessce 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 afler 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 Oﬁ'rlcc when
due. The penalty for late filing shall be set by the General Land Olfice administrative rule which is effective on the date when the materials were due in the General |
Land Office. :
~ . . LR .

* ** |1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and %deuclion
of 3 O gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and afier the discovery and actual production of oil or 4,
g'zs'l'mlft 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
dat® of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the, next
aweyd Jelay 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
cdmpléled 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
&Mt} (1§ 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
12ase By conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
pe8duction 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

$ifjmary 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
scxprvion of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminate. 11 at the expiration of the primary term or any time therealler a shut-in oil or gus well is located on the leased premises, payments may be made in

accordance with the shut-in provisions hercof.

12. DRILLING AND REWORKING AT EXPIRATION OF 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 well are prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the production of oil and/or gas, so long thereafler as oil and/or gas is produced in paying quantities from said land, or
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, afier
once obtained, should cease from any cause, this lease shall not terminate if Lessce 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. 1f such drilling or rewothing operations result in the production of oil or gas, the lcase shall remain in full force and
clleet 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 hercin or as provided by law. Ifthe drilling or reworking operations result in the completion of a well &s 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 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 alter the expiration of the primary term of a lease that, until being shut in, was being maintained in
torce 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 ycar for cach 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 u:uutlrnc;uemgllﬁlanc‘b\wéﬁtj;u (31.00) per acre. To be effective, cach initial shut-in oil or gas royalty

copy of
Original filed in
Reeves County
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. must be paid on or before: (1) the expiration of the primary term, (2) 60 days afler the Lessce ceascs to produce oil or gas from the leased premises. or (3) 68 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. I the shut-in oil or gas royalty is paid, the lease shall be considered to be
a producing lease and the payment shall extend the 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, aller that, if no suitable production facililies or suitable market for the oil or gas exists, Lessee may extend the
leasc 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 reseivoir, oi inany
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
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) fect 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) fect 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
difTerence 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 offsct 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 premiscs, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be
1easonably necessary for the proper development of the leased premises and in marketing the production thercon.

(A) VERTICAL. In the event this lease is in force and cifect two (2) years afler the expiration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or 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 efTective
dale of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafler allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafier allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as (o 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.

® %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, W21} Igated in the center thereof, or such ather shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
ternfinat® 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
depth® 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
byaifg 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)
da¥s aRtér*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 1o 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 lcased premises, or in any case where the leased premises is being
drained by production of oil or gas, the Lessce, 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 prosccute 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 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 lcase, 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 [essee
shall not be liable for damages for failure to comply with such covenants; additionally, this Icase 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 efTect during the primary term in the absence of such drilling or reworking operations or production of oil
or gas.
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other liens
on the leased premises. I Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessec 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 inicrest is specificd lieicin, then the royaities and rentai 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 1o the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessce adjusts the royalty or rental duc to the Commissioner of
the General Land Office, Lessce or his authorized representative must submit to the Commissioncr of the General Land Office a wrilten statement which explains the
discrepinicy 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 onc-sixicenth (1/16) of such gross production,

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52.154, or
if, at any time afler the expiration of the primary term or the extended term, this lcase 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 usc 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, Lessce shall not use potable water or water suitable for livestock or irrigation purposes for waterfllood operations

without the prior consent of the owner of the soil.

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

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

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. t

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

{mggu‘gg, 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 usc all means at its disposal to recapture all escaped hydrocarbons or other

elutant and shall be responsible for all damage to public and private propertics. Lessce shall build and maintain fences around its slush, sump, and drainage pits
and fand 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
slugh pits and cellars and completely clean up the drilling sitc of all rubbish thercon. Lessce shall, while conducting operations on the leascd premiscs, keep said
premisgs 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 originkl
tPAaitipn and contours as is practicable. Tanks and equipment will be kept painted and presentable.

‘:‘ -“: 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessce shall have the right to remove machinery and fixtures placed by
l.c.ssu 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

H 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

*Lafd®lice and 1o 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 |.essee

under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this iease, the rigiits and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisces, legal represcntatives, successors
und wssigns. However, u change or division in owneship of the land, rentals, or royaltics will not enlarge the obligations of Lessce, diminish the rights, privileges
and estates of Lessce, impair the eflectiveness of uny pnyment made by Lessee or impair the ellectiveness of any act perfonned 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 writien evidence of the change in ownership, including the original recorded muniments of title (or a
certitied copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, 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 arca of cach, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilitics, and penaltics owed to the State by the original lessee or any

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

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

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

(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership;
(4) a principal stockholder or employee of the corporation which is the owner of the soil;
(5) a partner or employee in a 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 to a guardian, trustee, executor, administrator, receiver. or c:mscnﬁ.t:" for the
owner of the soil; or
(7) a family member of the owner of the soil or related \n lhe uwucr 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 he
relieved of all subsequent obligations as to acreage surrendered. 1l 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.

i+ 29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be recorded in
the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land OfTice within 90 days of the last execution date 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 exccution 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
interests.

32, FORFEITURE, If Lessee shall fail or refuse to make the payment of any sum within thinty days aller it becomes due, or il Lessee or an authotized
agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any offsct 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 suthority access to the records pertaining o 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 material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufTiciently informed of the facts which authorize a
forfeiture, and when 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 OfTice of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lcase to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proge®gd® Arg 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 feat@ 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,thagegssor may suffer by reason of Lessee's breach of any covenant or condition of this iease, whether express or implied. This lien and security interest may be
forectdsed 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
Comm#ssioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby
repreggnis #hat there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee’s acquisition of
this lease. hould the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
hcrgmo. s

- LR
* 34, POOLING. Lessec is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold
or 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 andehe 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 {rom, 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, liabilitics, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys’ fees and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all
environmental laws; those arising from or in any way related to Lessee’s operations or any other of Lessee's activities on the leased premises; those arising from
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its ofTicers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
ANDVOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL 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 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, ct seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A
VIOLATION OF THE FOREGOING PROHIBITION OR (Il) 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 lcase is issued under the provisions of Texas Natural Resources Code  52.171 through 52.190, commonly known as the
Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the statutes will
prevail over any nonconforming lease provisions.

38. EXECUTION. This oil and gas lcasc 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 centificd copics 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,exggution of this lcase. The bonus due the State and the prescribed filing fec shall accompany such certified copy to the General Land Office.
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STATE or ] (CORPORATION ACKN()WLEU(iMEN'I"_@ .

‘COUNTY OF

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

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

and acknowledged to 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 pf said corporation.

Given under my hand and seal of office this the day of 219

Notary Public in and for

STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF MIDLAND
. a0
® « * ¢« Before me, the undersigned authority, on this day personally appeared CLAY JOHNSON
2ans

knoWn® e 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
considgration therein expressed

':“'i}ivcn under my hand and seal of office this the L@ day of M = ,19_98
i e . DV T Nunhere
(%) 4

SN IIONICA MARLOWE ——
NOTARY PUBLIC § Notary Public in and for W@ B

Comm. Exp. 10-30-99
STATE OF /@’*4’ bttt ot e n o e g (INDIVIDUAL ACKNOWLEDGMENT)

* COUNTY OF /ﬂw T

Before me, (he undersigned authority, on this day personally appeared_ EMILY ANNE STEWART JOBST

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 lh;,purpqsm and '

W
'

--;m ..~.--~"
) Ae 19 98 :
= ,// Wir—= P

vl e

Notary Public in and for /-qC(—"IC (E’/\"“’ ¢ ‘

cTATT 7 A i

consideration therein expressed. 7

Given under my hand and seal of ofTice this the day of

A
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
MAY 15, 1998, BY AND BETWEEN EMILY ANN STEWART JOBST, A WIDOW, AS
LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING ALL OF SECTION 6,
BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS ‘

If, at the expiration of the primary term hereof, this lease is being held|by production or a
shut-in well pursuant to the terms hereof, or Lessee is then engaged in operations on said land er
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
«ess Upon which the initial potential test report is filed with the Railroad Commission of the State of
*se® ITexas, ifa 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,
“2°°°% 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

ewart Jobst, a widow”

Emily Ann
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General Land OfMice
Relinquishmnt Act Lease Form
Revised, S b 7
evised, September 1.99 ! PAID UP

OIL AND GAS LEASE

THIS AGREEMENT Is made and entered Into this_ 21 SHay of ___May 19__98 | between the State of Texas, acting by and through lts
agent, MADELINE JOBST, a single woman
Dallas, TX 752 sald sgent
(Give Permanent Address)
hereln referred to as the owner of the soll (whether one or more), and CILAY JOHNSON

203 W, Wall, Suite 800
Midland, TX 79706
(Give Permanent Address)

hercinafler 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 sald products of the lease, the following lands situated in Reeves County, State

of Texas, to-wit:

All of Section 6, Block 58, PSL Survey.

This is a PATD UP LEASE. Subject to the other provisions herein contained, this lease shall remain in force without rental payments
oy fupther payments other than royalties herein provided for a term of five (5) years from this date (called “primary !L-rltl"): :tn_d 50
tuifg tifercafter as oil or gas (cither or both) is produced from said land or land pooled therewith, or the lease is otherwise maintained
asqwovided herein. The Depository Bank and amount listed in paragraph 3 below is in reference to the payment of minimum royalty
T etcardance with paragraph 5 below.

coslaining 640_20 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas:_____TWQ THOUSAND ONE HUNDRED STXTY AND 68/100

LI Dollars (§ 2,160.68 ) _
ol To the owner of the soll;___TWO THOUSAND ONE HUNDRED SIXTY AND 67/100

- Dollars (5 2,160,67 )
2 e Total bonus consideration: FOUR THOUSAND THREE HUNDRED TWENTY-ONE AND 35/100

Dollars ($ 4 321 235 )
The total bonus consideration paid represents a bonus of, FIFTY-FOUR AND NO/100

Dollars (§__ 54.00 ) peracre, on _BU . UZD net acres.
2 TERM. Subject to the other provisions in this leuel, this lcase shall be for a term of five (85) years from this date

(herein called "primary term*) and as long thereafier as oll and gas, or cither of them, Is produced In paying quantities from sald land.
As used in this lease, the term "produced in paying quantities® means that the receipts from the sale or other authorized commercial use of the substance(s) covered

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

3 PBEEAY-RENTAES i nowelH ~+ ey - - e R -

} o +y-corm tormrthe pr orror-beforconetiryearfromrthisdetethivtenseshel-termrimeteromicss
1 L g r £ al. 11 g bl dla L

ottt trehanriverrary—ote-esreeshelpey tée

the Bank,

at , er-Ha-suesessers{which-shal-continue-ar-the-depository regardiessof chamgestrtheowmerstripof-
~sutd-tandi—the apeeiiied-botowitn-additionrt st b oot bbb R -G HE R A M- OO R H -G PG E

FEXASAT-A LS TN XAyt sumananbefoss-said-daic—Bayments-underthisp
e b fimbtvegr e e arfro bdmbate—P ayments under this paragraph shall be in the following amounts:
To the owner of the soll: " _FORTY AND 01/100
Dollars ($ 40.01 )
To the State of Texas: FORTY AND 01/100
Dollars ($ 40.01 )
Total Rental: EIGHTY AND 02/100
Dollars ($ 80.02 )
S o e s TRNYS Herrrae e e

deliversd-on-or-beforethe-ionial-paving-date, If the bank designated in this paragraph (or Its successor bank) should cease to exlst, suspend business, II(;uldlle. fall or
be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessce shall not be held In default for fallure to make such payments or tenders of
rental until thirty (30) days after the owner of the soll shall deliver to Lessce a proper recordable Instrument naming another bank as agent to recelve such payments
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1, PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause 1o be paid one-half (1/2) of the rnynlly
puwnlcu for in this lease to the Commissioner of the General Land Office ol'l!u: State of Texas, at Austin, Texas, and one-hall (1/2) of such royalty to the owner of

the soil:

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

condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafler provided. shall be
part of the gross production or the matket value thereof, at the aption of the owner of the soil or the Commissioner of the

General Land Oflice, such value to be determined by 1) the highest posted price, plus premium, if any, oflered or paid for oil, condensate, distillate, or other liquid
hydrocatbouns, respectively, of a like-type and gravity in the genernl aiea whers nioduced and avhen run, or 2) the highest market price thercof offered or paid in the
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the gieater. Lessee agices that before any gas produced fiom the
leased premises is sold, used or processed In a plant, it will be run fice of cost to the royalty owners thiough an adequate oil and gas separator of conventional type, or
other equipment at least as efliclent, so that all liquid hydrocarbons recoverable fiom the gas by such means will be recovered. The requirement that such gas be un
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

mn) NON PROCESSED GAS. Royalty on any gas (Including (lnred gns), which is delined as all hydiocarhons and gascous substances not delined
ns oil in subparagiaph (A) above, produced from any well on said langl (except as provided hereln with tespect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be /1 6 part of the gross production or the market value thercof, at the option of the
owner of the soil or the Commissioner of the General Land Oflice, such value to be based on the highest 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 pressuie 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 Falwenhelt, correction to he made for pressure according to Doyle’s Law, and for specific gravily according to tests made by the Balance Method or by the
most approved method of testing being used by the industry st the time of testing.

(©) PROCESSEI GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other lHquid hydrocarbons
shall be . 3/16 pait of the residue gas and the liguid hydiocarbons extiacted or the market value thereof, at the option of the

owner of the soll or the Commissioner of the General Land Office. All royalties due lhierein shall be based on one hundred percent (100%%) of the total plant
production of residue gas attributable to gas produced fiom this lease, and on (ily percent (50%), or that percent aceruing to Lessce, whichever Is the greater, of the
total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liguid hydiocarbons are recovered fiom gns processed
in & plant In which Lessce (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 belng specified in processing agreements or contracts in the industry), whichever is the greater. ‘The respective royaltles on residue gns
and on liquid hydiocarhons shall be determined by 1) the highest market price paid or offered for any gns (or liquid hydioearbons) of compniable quality in the
generabmen, or 2) the gross price paid or ofTered for such residue gas (or the welghted average gross sclling price for the respective grades of liquid hydrocarbons),
willgliewsr’ 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
heey gwesscd.
L] -
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.
whether sgid gas be "casinghead,” "dry," or any other gas, by fractionating, buming or any other processing shall be

gros ppaduction of such products, or the market value thercof, at the option of the owner of the soil or the Commissioner ol'lhc General Land OfTice, 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
hns? o[ll& average gross sale price of each product for the same month In which such products are produced; whichever is the greater.

(ll) OTHER 'RODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from g g:xccptmg liquid hydrocaibons)
part of the

* 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
paBfynder 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
betre Air*ast day of the month succeeding the anniversary dale of this lease a sum cqual to 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 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 OfTice's right Lo take its royalty in
kind shall not diminish or negate the owner of the soil's or the Connmissioner 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 royallies 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 o compule and pay royalties on the gross value received, including any reimbursements for severance taxes and

production related costs.

8. PLANT FUEL AND RECYCLED UAS. No royalty shall be payable on any gas as may rcpresent this lease’s proportionate share of any fuel uscd 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 il putposes on the leased premises or for injection into any oil or gas producing
formation underlylng the leased premises afler the liquld hydrocarbons contained in the gas have been removed; no royalties shall be payable on the 1ecycled gas
until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease.

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

Payment of royalty on production of oll and gas shall be as provided in the 1ules set forth in the Texas Registe:. Rules currently provide that royalty on oil Is due
and must be received in the General Land OfTice on or before the 5th day of the second month succeeding the month of production, 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 allidavit 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 0il and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition
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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. [n all cases the authority of a manager or agent to act for the Lessee hercin must be filed in the General Land Office. Each royalty payment shall be
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on cach lcasc. If Lessce pays his royalty on or before thirty (30) days after the royalty payment was duc, 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
Aflidavits and supporting documents which are not filed when due shall incur a penalty in an amount sct by the General Land Office administrative rule which is
cffective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royaltics 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 agreemerts 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 Lessec. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Oflice, the Attorney General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
L.and Office by l.essee or operator five (5) days before spud date, workover, re-entry, lemporary abandonment or plug and abandonment of any well or wells. Such
wrilten notice to the General Land Office shall include copies of Railroad Commission forms for pplication 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.” Lessce shall supply the General Land Office with
agy weords, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
Teqligstdd 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
begsbiple 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
ThealBg Hf cach survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

L]

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
uge ‘Tﬁc penalty for late filing shall be set by the General Land Oflice administrative rule which is efTfective on the date when the materials were due in the General
Lawd Qffice.
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- 11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
4 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
af gy the leased premises such production thercof 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 hercin on or before the rental paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure 1o make such payment, this lease shall ipso facto
terminate. 11 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. If, at the expiration of the primary term, neither oil nor gas is being
produced on said lund, but Lessee is then engaged in drilling or teworking 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 toialing 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 i1s 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 Lessec 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. 1f such drilling or rewuihing operations result in the production of oil or gas, the lease shall remain in full force and
cllect for so long as oil or gas is produced from the leased premises in paying quantitics or payment of shut-in oil or gas well royaltics 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 wrilten notice to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time alter the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and cffect, 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 facilitics or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty un amount equal to double the annual rental provided in the
lcase, but not less than $1,200 a ycar for cach well capable of producing oil or gas in paying quantitics. If Paragraph 3 of this leasc does not specify a delay rental
amount, then for the purposes of this pudg”‘ﬁ’i‘j‘é dé‘rﬂ'd‘('jﬂﬂ’é’fﬁl 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 after the Lessee ceases to produce oil or gas from the leased premises, or (3360 days 4
afler Lessee completes a drilling or reworking operation in accordance with the lease provisions: whichever date is latest. Such payment shall be made one-half (1/2)
to the 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 terin of the lease for a period of one year from the end of the primary term, or from the first day of the month
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 is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying qumuucs 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
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 royally is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land OfTice and one-half (1/2) to the owner of the soil, beginning on or 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 royaltics can satisfy the obligation to drill offset 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, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as miny be
reasonably necessary for the proper development of the leased premises and in marketing the production thercon.

(A) VERTICAL. In the event this lease is in force and eifect two (2) years afler the expiration date of the primary or extended termn 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 pas well
capable of producing in paying quantitics (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 efTective
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
theacaller allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafler allocated to said well or wells for
prodiictfon 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
ingse’s? I"and egress from the lands still subject to this lease for all purposes described in Paragraph | hereof, together with easements and rights-of-way for existing
road$, %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
retaindd lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.
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(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereol, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days afler partial
termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land OfTice, accompanied by the filing fee prescribed
by the General Land Office rules in effect on the date the release is filed. 1f Lessee [ails or refuses to execute and record such release or releases within ninety (90)
days afler being requested to do so by the General Land Ofice, 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 justily and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, 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 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 written approval may the payment of
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, alter a 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, l.essec 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 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 duc to the Commissioner of
the General Land Office, Lessce or his authorized representative must submit to the Commissioncer of the General Land Office a written statement which explains the
diserepancy 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
Oflice 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 reccive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross production.

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

21. USE OF WATER. Lessec shall have the right to use water produced on seid 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 waler suitable for livestock or irrigation pusposes 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.

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

LE LA ]
*. .t 2 24 WELLLOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without the

LA .
wrigen consent of the owner of the soil.

‘:'"E 25. POLLUTION. In developing this area, l.essee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
l‘o‘e.goiqg, pollution of coastal wetlands, natural watcrways, rivers and impounded water shall be prevented by the use of containment facilitics sufficient to prevent
#illsgepscepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
po'ilulmt and shall be responsible for all damage to public and private properties. Lessce shall build and maintain fences around its slush, sump, and drainage pits
and"tank balteries 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
S35 pits and cellars and completely clean up the drilling site of all rubbish thercon. Lessee shall, while conducting operations on the leased premiscs, keep said
Premlst? free of all rubbish, cans, botiles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
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
lcase unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
and gas in paying quantitics. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
Land OfYice 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 thiz paragraph and Paragraph 29 of this lzace, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisces, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royaltics 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
division in ownership of the land, rentals, or royaltics shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisces, 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
certilied copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, 1o the extent of the interest
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of
the rental shall not affect this lcase 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
centified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any
prior assignee of the lease, including any liabilitics to the State for unpaid royalties.

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

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

(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership;
(4) a principal stockholder or employee of the corporation which is the owner of the soil;
(5) a partner or employee in a pantnership which is the owner of the soil; True and Corract
~ Copy of
Original filed in
Reeves County
Clerks Office




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

owner of the soil; or .

(7) a family member of the owner of the soil or related ff) the o'wncf“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. [f 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 liabilitizs 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 i
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 OfTice.

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 afTecting the State's interest in the leased
premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's interests before his personal
interests.

32, FORFEITURE, Il Lessee shall fail or refuse to make the payment of any sum within thirty days afler it becomes due, or il Lessee or an authorized
agent should knowingly make any [alse 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 il Lessee should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the Generai Land OfTice, 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 Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lcase 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 forfeiled the arca shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hercunder. Forfeitures may be set aside and this
leage®y ™yl rights thercunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land OfTice of future
comffliftte with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

LE LR ]
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o’ :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 thi# lease Lo 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 gddition 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
procted.s asc 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
suchdcased minerals in order to sccure 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
forggdosed 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
Cofntigsigner 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 Lessce, its officers, employces, 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 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.

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




36. ENVIRONMENTAL HAZARDS. Lessec 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 eny 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 iri the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic
suhstancss 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 quantitics. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS'" FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A
VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATER'ALS, 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 lcase must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the
Gcncrni 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 Lhc dllc found on Page 1.

i : 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
cietk in nny county in which all or any part of the leased premises is located, and certified copics thereof must be filed in the General Land Office. This lease is not
effeltive 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
TexasM3tural 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
I'm':x:cﬂuon 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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“ee LESSFE
Y JOHNSON

TITLE:

DATE: t__/ﬁ"/ é' ?J
STATE GF TEXAS STATE EXAS / )
v fel] o N

tadividuaily and as agefit for the State of’l‘ex Indm&'ually and as a em for the Stat Tcxas
eI LF @ Madeline Jobst, a 5169
Date: . v 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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copy of
Original filed in
Reeves County
Clerks Office




-
.

STALE OF (CORPORATION ACKNOWLEDGMEN'I")

COUNTY O¥F

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 siated, and as the act and deed of said corporation.

Given under my hand and seal of office this the day of , 19
. oo Notary Public in and for
. a0
LE LR
.... :
STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
L]
COWNTrY DF MIDLAND
.o -
*o *.Before me, the undersigned authority, on this day personally appeared CLAY JOHNSON

knagyn 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
conid®gagipn therein expressed.

Given under my hand and seal of office this the I u day of WJ?'AAMMV\MW 98

-

- "Noc;"]l'ga\%ﬁlé?_'(: E Notary Public in and for W
: Coﬁlt:.teExo: I?;fffgg |:
STATE OF TEXAS oo (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF (et ¢ G
Before me, the undersigned authority, on this day personally appeared MADELINE JOBST

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.
¢ il

Given under my hand and seal of office this the day of 57/ A’E 27 L 19 98
/é/mW K ;
IL"u AN
Notary Public in and for //’“ e e \{
gre ¢4 1<

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




EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
MAY 15, 1998, BY AND BETWEEN MADELINE JOBST, A SINGLE WOMAN, AS
LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING ALL OF SECTION 6,
BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS

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

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

Madeline Jobst, a single wonl}an

_ copy of
Original filed in

True and Correct

Reeves County .
) Clerks Office
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PEEAN NEOUUINULD, L.r . g

ACQUISTION GHECKINRER OF THE GENERAL LAND OFFICE 7/15/98 002028

* PARAGON #299:Lease Bonus Payment in full of the 1/2 of lease bonus 4,321.35
consideration due the State of Texas
for Paid-up Oil and Gas Lease dated 05/21/98
from the State of Texas by Agent,
Emily Anne Stewart Jobst, a widow, Lessor,
in favor of Clay Johnson, Lessee,
covering All of Section 6, Block 58, PSL
Survey, Reeves County, Texas.

e ilg 98058510

‘e %t \

.
o & hecking Lease Bonus 4,321.35

TITAN RESOURCES, L.P 002028

ACQUISITIEHNASSIBRER OF THE GENERAL LAND OFFICE 7/15/98
PARAGON #299:Lease Bonus Payment in full of the 1/2 of lease bonus 4,321.35
consideration due the State of Texas
for Paid-up Oil and Gas Lease dated 05/21/98
from the State of Texas by Agent,
Emily Anne Stewart Jobst, a widow, Lessor,
in favor of Clay Johnson, Lessee,
' covering All of Section 6, Block 58, PSL
e Survey, Reeves County, Texas.
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Checking Lease Bonus y&"’"” -—b 432135
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ACQUISITION CHEGKING “

MMISSIONER OF THE GENERAL LAND OFFICE 7/15/98 OO 2 0 2 9
¥ PARAGON #299:1ease Bonus Payment in full of the 1/2 of lease bonus 2,160.68
consideration due the State of Texas
L for Paid-up Oil and Gas Lease dated 05/21/98
o wie from the State of Texas by Agent,
seee . Madeline Jobst, a single woman, Lessor,
LR L]

in favor of Clay Johnson, Lessee,
- covering All of Section 6, Block 58,

ey PSL Survey, Reeves County, Texas.
. .
10
. -
% \ 98058535
- see
Checking Lease Bonus

2.160.68
TITAN RESOURCES, L.P.

ACQU!SIT'BSP&%Q&B&BR OF THE GENERAL LAND OFFICE 0 U 2 0 2 9

7/15/98
PARAGON #299:Lease Bonus Payment in full of the 1/2 of lease bonus

2.160.68
consideration due the State of Texas
for Paid-up Oil and Gas Lease dated 05/21/98
from the State of Texas by Agent,
Madeline Jobst, a single woman, Lessor,
in favor of Clay Johnson, Lessee,
covering A1l of Section 6, Block 58
PSL Survey, Reeves County, Texas.

Checking Lease Bonus
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TEXAS GENERAL LAND OFFICE

GARRY MAURO

COMMISSIONER MEMORANDUM
DATE: 04-Aug-98

10 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 #: 117798
Section: 6 Block: 58 Abstract: 3591
Survey: PUBLIC SCHOOL LAND
Prim. Term: 5 years Bonus/Acre $50.00
Royalty: 3/16 Rental/Acre $1.00

Consideration

Recommended: (2% (5 3/ 7/ 98
Not Recommended:

Comments:

Lease Form

Recommended: Zé/“/[ e /J/{ 4
Not Recommended:
Comments:

Spencer Reid, Senior Deputy Date: ﬂ 2‘[ 7K
Recommended: ﬂ

Not Recommended:

Garry Mauro, Commissioner Date:

Approved:
Not Approved:



RAL REVIEW SHEET

Transaction & 2687 Gaologist: L. Collier

Lessor Jobst, Emily Anne Stewart Leass Dats: 5/21/98 | 3

Lesses Clay Johnson Acres: 640.2

LEASE DESCRIPTION

Gounty BasaFlaNo Part Sec. Block Twp Survey Abst#
REEVES o4 700 17198 AL Losap 6 58 00 PUBLIC SCHOOL LAND 3591
TERMS OFFERED TERMS RECOMMENDED

PrmaryTerm:  Syears Primary Term Syears

Bonus/Acre: [ $50.00 | Bonus/Acrs _ $50.00 |

Rontal/Acre: [ s100] Rental/Acrg | $1.00 |

Royalty: 3116 | Royalty e

COMPARISONS

MF # Lesses Date Term  Bonus/Ac.  Rental/Ac.  Royaity  Distance

Tuesday, August 04, 1998



g

‘e
/

i/ 8
YLV St
—TTY \b;»\(ss%,
AL IE 7.




o -
1

e |
. ‘ T

General Land OfMice
, Relinquishmnt Act Lease Form
Revised, September 1997

PATID UP
' OIL AND GAS LEASE
THIS AGREEMENT Is made and entered Into this 21 Stduy of_May 1998 between ihe State of Texas, acting by and tlgough its

agent,

Dallas, TX 75209 said agent
(Give Pesmm{(m 3\6:’1:::)

herein referred to as the owner of the soll (whether one or more), and
203 W. Wall, Suite 800

Midland TX 79701
(Glve Permanent Address)

hercinafter called Lessee.

. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and performed by
Lessee under this lease, the State of Texas acting by and through the owner of the soll, hereby grants, leases and lets unto Lessee, for the sole and only purpose of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oll and building power stations, telephone lines and other structures
thereon, to produce, save, take care of, treat and transport sald products of the lease, the following lands situated In Reeves County, State
of Texas, to-wit;

All of Section 6, Block 38, PSL Survey.

This is a PAID UP LEASE. Subjcct to the other provisions herein contained, this lease shall remain in force without rental payments
or further payments other than royalties herein provided for a term of five (5) years from this date (called “primary term™), and so
long thereafter as oil or gas (cither or both) is produced from said land or land pooled therewith, or the lease is otherwise maintained
as provided herein. The Depository Bank and amount listed in paragraph 3 below is in reference to the payment of minimum royvalty

in accordance with paragraph 5 below.

conlaining 640 .20 acres, more or less. The bonus consideration paid for this lease is as follows:
To the State of Texas: TWO_THOUSAND ONE HUNDRED SIXTY AND 68/100
Dollars ($ 2,160.68 )
e e To the owner of the soll: TWO THOUSAND ONE HUNDRED SIXTY AND 67/100
: :: Dollars (§ 2,100,617 )

T Total bonus consideration:__ FOUR THOUSAND THREE HUNDRED TWENTY-ONE AND 35/100

. Dollars ($ 4,.321.35 )

-
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* TheYotal bonus consideration paid represents a bonus of FIFTY-FOUR AND NO/100
Dollars (§ 54_00 ) peracre,on8() . ()25  net acres.
. 2. TERM. Subject to the other provisions in this Icue this lease shall be for a term of i from this date

.ﬂucln called "primary term®) and as long thercafier as oll and gas, or cither of them, Is produced in paying quantitics from said land.
* o oA's Wsed 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 operstional expenses for the six months last past.

3: BEEAY-RENTALS —Hnowet-ecommeneed-ontheteased-premitesronnreforeometH-yonrfromrtiitydutc oo rirHrermrrrereriess
mwunmmmmlm“muﬁhmdhmﬁmrm
the_ Bm. k&) LA Bank,
WMW Payments under lhll paragraph shall be in the following amounts:
To the owner of the soll: FORTY AND 01/100
Dollars ($ 4001 )
To the State of Texas: FORTY _AND_01/100
Dollars ($ A0 01 )
Total Rental: EXGHTY AND 02/100
Dollars (S_ 80.02 )

SR d-on-arbefore-the-tentelpaying-date: If the bank designated In this paragraph (or its successor bank) should cease lo exist, suspend business, llquldlle. fall or
be succeeded by molher blnk or for any reason fall or refuse to accep? rental, Lessee shall not be held In default for fallure to make such payments or tenders of
rental until thirty (30) days after the owner of the soll shall deliver to Lessce a proper recordable Instrument naming another bank as agent to recelve such payments

or tenders.
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1. PRODUCTION ROYALTIES. Upon production of oil nndlur gm l.essee agrees Lo pay o cause to be paid one-hall (1/2) of the ltlyrﬂty B
pmvuled Ipr in this lease to the Commissioner of the General Land Oflice u[lllc State of Texas, at Austin, Texas, and one-hall (1/2) of such royalty to the owner of

the soil:

(A) OlL.. Royalty payable on oil, which is defined as including all hydiocarbons produced in a liquid form at the mouth of the well and also as all
condensate, distillate, and other liquid hydrocarbons recovered from vil or gas run through a separator or other equipment, as hereinafler provided. shall be
3/1 6 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

General Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, ollered or paid for oil, condensate, distillate, or other liquid
hydrocathons, 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 thercof, whichever is the grenter. |.essee ngices that before any gas produced from the
leased premises is sold, used or processed In a plant, it will be run fice of cost to the royalty owners thiough nn adequnte oil and gas separator of conventional type, or
other equipment at least as efTicient, so that all liquld hydrocarbons recoverable fiom the gas by such menns will be recovered. “The requirement that such gas be run
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

(n) NON PROCESSED GAS. Royalty on any gns (including flnied gns), which is delined ns all hydrocarhons and gascous substances not defined
as il in subparagiaph (A) above, produced from any well on sald land (except as provided hereln with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or otlier products) shall be __ pait of the gross production or the market value thercof, at the option of the
owner of the soll or the Commissioner of the General Land Oflice, such value to be based on the highest market price paid or ofTered for gas of comparable quality in
the general aren where produced and when run, or the gross price pald or olTered to the producer, whichever Is the greater; provided that the maximum pressure base
In menasuting the gas under this lease shall not at any time exceed 14.65 pounds per square lnch absolute, and the standard base temperature shall be sixty (60)
degrees Fahrenhelt, correction to he made for pressure according to NDoyle's Law, and for specific gravily acconding to tests made by the Balance Method or by the
most approved method of testing belng used by the industry at the time ol testing.

(C) PROCESSED UAS. 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 pait of the residue gas and the liguid hydiocarbons extiacied or the matket value thereof, at the option of the
owier of the soll or the Commissioner of the General Land Office. All royaltics due hiercin shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from (his Icase, and on fifly percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocaibons attributable to the gas produced fiom this lease; provided that if liguid hydioenrbons aie recovered fiom gas processed
in a plant in which Lessee (or its parent, subsidiary or afliliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third
party, the highest percent then belng specified In processing agreciments or contracts in the industry), whichever is the greater. ‘The respective royaltles on reshdue gns
and on liquid hydiocarbons shall be determined by 1) the highest market price paid or offered for any gns (or liquid hydiocarbons) of compniable quality in the
general aren, or 2) the gross price pald or ofTered for such residue gas (or the welghted avernge gross selling piice for the respective grades of liquid hydiocarbons),
whichever is the greater. In no event, however, shall the royallies 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 lquid hydrocarbons)
whether said gas be "casinghead,” "dry,” or any other gas, by fractionating, burning or any other processing shall be 3/1 6 part of the
gross production of such products, or the imarket value thercof, at the aption of the owner of the soll or the Commissioner of the General Land OfTice, such markel
value to 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 ln which such products are produced; whichever is the greater. b

0. . :0 5. MINIMUM ROYALTY. Durlug any year after the expiration of the primary term of this lease, if this lease is maintained by production, the mynlllc'ﬂ
puld under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; othenwise, there shall be due and payable on or
hcl'o:e' dic last day of the month s’uccccdlng the anniversary dale of this lease a sum equal to the total annual rental less the amount of royalties paid during the
prccedlng year, If Pa.ragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be 1?ne
doilar (SI .00) per acre.

LR LR ..

* ® 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 royallics
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land OfTice's right to 1ake its royalty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Oflice's rights or Lessee's obligations, whether expiess or lmplicd,

wmfc. flis lense.

7. NO DEDUCTIONS. lLessee 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 teady for sale or use. Lessee agrees lo 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 1o the written consent.of the. owner of the soil
and the Commissioner of the General Land Office, Lessee may recycle gas for gas it puiposes on the leased premises or for injection into any oll or gas producing
formation underlying the leased premises afler the liquid 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 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 Oflice at Austin,
‘Texas, In the followlng manner:

Payment of royalty on production of oll and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil Is due
and must be received in the General Land Oflice on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and
must be received in the General Land OfTice on or before the 15th day of the second month succeeding the month of production, accompanied by the afTidavit of the
owner, manager or other authorized agent, completed in the form and manner 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 1o 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 after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or
$25.00, whichever is greater. A royally 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 accruc interest at a rate of 12% per year; such interest will begin eceruing when the reyalty is sixty (62) 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
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 o 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 fumish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lcase and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemerts and amendments to such contracts within thirty (30) days 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 pentaining 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 Govemnor, 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 l.essee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
wrilten notice 1o the General Land Office shall inciude 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 duc in the General
Land Office.

T
«*«*"e 11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
oY oli®r gas on said land, Lessee should drill a dry hole or holes thereon, or tfdunng the primary term hereof and after the discovery and actual production of oil or
et Il!)un 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
d4le of*completion of said dry hole or cessation of production Lessce commences additional drilling or reworking operations thereon, or pays or tenders the next
anfual 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
£9uwplded 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
umtil tht 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
primiary 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
cupieation 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
Tguitngde. If at the =xp|rulion of the primary term or any time thercafler a shut-in oil or gas well is located on the leased premises, payments may be made in
accordance with the shut-in provisions hercof.

12. DRILLING AND REWORKING AT EXPIRATION OF 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 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 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, aflier
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking opcrations within sixty (60) days
afler such cessation, and this lcase 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
cifect 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. 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 effect so long as Lessce continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time alter the expiration of the primary term of a lease that, until being shut in, was being maintained in
turce 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 facilitics or lack of a suitable market, then Lessce may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than $1,200 a year for cach well capable of producing oil or gas in paying quantitics. 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
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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 Lays
aller Lessee completes a drilling or reworking operation in accordance with the lease provisions: whichever date is latest. Such payment shall be made one-hal(( 112§
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 efTective
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory
royalty at the royalty rate provided in the lease of the market value of production 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 [2-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 ofTset
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 salisfy the obligation to drill ofTset wells.

16. RETAINED ACREAGE. Notwithstanding any provision of this lease 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 be
reasonably necessary for the proper development of the leased premises and in marketing the production thercon.

(A) VERTICAL. In the event this lease is in force and efTect two (2) years afier the expiration date of the primary or extended term it shall then terminate
as to all of the leascd premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each pas 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 afler 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
therealter 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 facilitics 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.
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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
theegel? Rated in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days afler partial
termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fec prescribed
by lh:.Gcncral Land Office rules in efTect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90)
days afleg 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
deptlys, o b 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 lcased premises, or in any case where the leased premises is being
drained by production of 0il 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 OlTice 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, afler 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.

True and Correct
copy of
Qriginal filed in
Reeves County

Clerks Office




v

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, whethier or not Lessee's interest is specificd herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid 1o him
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessce adjusts the royalty or rental duc 1o the Commissioner of
the General Land Office, Lessce or his authorized representative must submit to the Commissioncer of the General Land Office a written statement which explains the
discrepancy between the interest purportedly leased under this Icase 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 sccording 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, Lessce shall not use potable water or walter 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, Lessce 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
wrilten consent of the owner of the soil.

25. POLLUTION. In developing this arca, 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 usc of containment facilitics sufficient to prevent
s ill'age, seepage or ground water contamination. In the event of pollution, Lessce shall use all means at its disposal to recapture all escaped hydrocarbons or other
gpoMutant 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 Yank 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
5138 Dits and cellars and completely clean up the drilling site of all rubbish thercon. Lessec shall, while conducting operations on the leased premises, keep said
p!diniscs free of all rubbish, cans, botiles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
cofldition and contours as is practicable. Tanks and equipment will be kept painted and presentable.

-
ki aat’ 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessce on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
andgas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
L.and@I(Tice 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

fgge? te termis of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of cither party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
und assigns. However, u change or division in ownciship of the lund, rentals, or royaltics will not enlarge the obligations of Lessce, diminish the rights, privileges
and estates of Lessee, impair the eflectiveness of any puyment made by Lessee or impair the cllectiveness of any act performed 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 after the owner of the soil (or his heirs, devisees, legal
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a
certitied copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, 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 leasc 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 1o all obligations, liabilitics, and penalties owed to the State by the original lessee or any
prior assignee of the lease, including any liabilitics to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this 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) anominece 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) apartnership in which the owner of the soil is a partner or is an employce of such a partnership;

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

(5) a partner or employee in a partnership which is the owner of the soil; True and Correct

copy of

Original filed in
Reeves County

Clerks Office




- (6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustce, executor, administrator, receiver. or comservatse for the *
owner of the soil; or
(7) afamily member of the owner of the soil or related i’o the owncr oflhc 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. Ifall or any part of this lcase is assigned or released, such assignment or release must be recorded in
the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land OfTice within 90 days of the last execution date 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 OfTice.

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 afler it becomes due, or il Lessee or an authorized
agent should knowingly make any false return or false report concering production or drilling, or if Lessce shall fail or refuse to drill any oflset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or 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 OfTice, the School Land Board, or the Railroad Commission, or if
Lessec 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 OfTice as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufTiciently informed of the facts which authorize a
forfeiture, and when 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. 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 Icase 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 ulc
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
sucly leaged 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
logs aRatd"essor 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
foreglpged 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
Cohyphsidner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge. attach or perfect this lien. Lessee hereby
represgnts 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
herehr®®

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 mingral 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 npﬂ 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 X2.851-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfics the exccution 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 Lessec's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, 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 ofTicers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its ofTicers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
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 SUCHH 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. 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”), exczpt erdinary products commonly used i 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 (1) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH 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 PARAGRAFH, 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 leasg. 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.

i U St/ w !

Te w LESSEE
a BY: (zénf JOHNSON @
bl . E TITLE;

DATE: é -/é —féj '

sﬂ\’lt STATE OF TEXAS
% (o (DoAg X C’:)Y;ré/
Indwidually and as agent for the State of Texas Indwulnally and as agen he State of Texas
, J/:Z?f 78 Anne Jobst Goy€r, amarrledwoman
B dealing in her sole and separate ©»
property
STATE OF TEXAS Dates
BY: SS#

Individually and as agent for the State of Texas

Date:
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Clerks Office
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STATE-()F (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 capamty suned and as the act and deed of said corporation.

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

Notary Public in and for

STATE OF _ (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

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

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

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

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

Notary Public in and for

STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF MIDLAND
« es Before me, the undersigned authority, on this day personally appeared CLAY JOHNSON
- 8 - i
a_Aa"

knowyg $qme 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
cortsjdetatlon therein expressed.

Given under my hand and seal of office this the day of , 19 98
o:oo.:
. Notary Public in and for
....
STATE OF / Z (/l f (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF /_%‘Lf— L

Before me, the undersigned authority, on this day personally appeared ANNE JOBST GOYER

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 2 ? day of //71{/?_—7 ) l9_ 98
[/, S §
Notary Public in and for /4"9(—"4) 7&,{’(
(oA CF ﬂA(u’f
;"/]’[C i dd My

L~ True and Correct
(7% \ copy of
\ . ,i7y*]  Original filed in
\On=%/ Reeves County
Clerks Office




EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
MAY 15, 1998, BY AND BETWEEN ANNE JOBST GOYER, A MARRIED WOMAN
DEALING IN HER SOLE AND SEPARATE PROPERTY, AS LESSOR, AND CLAY
JOHNSON, AS LESSEE, AND COVERING ALL OF SECTION 6, BLOCK 58, PSL
SURVEY, REEVES COUNTY, TEXAS

If, at the expiration of the primary term hereof, this lease is being held by production or a
shut-in well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or
on lands pooled therewith, or Lessee has completed a well as a dry hole or shall have commenced
a well within 180 days prior to the expiration of the primary term hereof, Lessee agrees to
commence a continuous drilling program on said lands, or on lands pooled therewith, within 180
days after the end of the primary term hereof or within 180 days after the completion of drilling
operations being conducted on said land, or lands pooled therewith, at the end of the primary term
hereof, whichever is the later date; and thereafter carry on the continuous drilling program until all
proration units have been drilled, allowing not more than 180 days to elapse between the
completion of one well and the commencement of the next succeeding well. Should Lessee fail to
commence the continuous drilling program or subsequently default in the performance thereof,
then in either event, this lease shall terminate as to all lands covered hereby, save and except for
the proration units surrounding each well then producing, capable of producing or upon which
operations are being conducted. The term "proration unit" as used in this paragraph means any
acreage designated as a drilling unit or production unit in accordance with the rules of the
Railroad Commission of the State of Texas. Further, the term "commencement" shall mean that

.*.**, point in time when the pertinent well is spudded and the term "completion" shall mean the date
oo upon which the initial potential test report is filed with the Railroad Commission of the State of
««® 3 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,
*g**% 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
+**2°, subject to this lease and for the gathering or transportation of oil and gas produced from the
** " retained lands. The sole liability or penalty for the failure of Lessee to drill any well or wells
required or permitted in this lease shall be the termination or partial termination of Lessee's rights

under the lease as provided above.

L]

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.

/ Zuﬂ«u?_ %Z{k—/_‘ té{) (4/7/
Anne Jobst Goyer, a Wafried woman dealin;:ﬂ
her sole and separate property

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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TITAN RESOURCES, L.P.

ACQU'S'TES&\%N/ESQB%ER OF THE GENERAL LAND OFFICE 8/17/98
PARAGON #299:Lease Bonus Payment in full of the 1/2 Lease Bonus
Consideration due the State of Texas
fdridd Wesas Lease dated 05/21/98
from the State of Texas by Agent, Anne
Jobst Goyer, a married woman dealing in
her sole and separate property. Lessor.

in favor of Clay Johnson, Lessee, covering
All of Section 6, Block 58, PSL Survey,
Reeves County, Texas.
T o8
. . - e L]
L e : * L] } /Z O
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asee 0:
L] L ]
Chegking Lease Bonus
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TITAN RESOURCES, L.P.
ACQUISITIEHIISSINRER OF THE GENERAL LAND OFFICE 8/17/98

PARAGON #299:1ease Bonus Payment in full of the 1/2 Lease Bonus
Consideration due the State of Texas
for Oil & Gas Lease dated 05/21/98
from the State of Texas by Agent, Anne
Jobst Goyer, a married woman dealing in
- her sole and separate property. Lessor,
‘ in favor of Clay Johnson, Lessee, covering
£ All of Section 6, Block 38, PSL Survey,
; Reeves County, Texas.

Checking Lease Bonus
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2.160.68

100299

2,160.68
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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 11, 1999

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

Re: RELINQUISHMENT ACT LEASE NO. M-100102
Sec. 6, Blk. 58, PSL Sur. 640.20 gross ac. 320.10 net ac.
Reeves County

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-100102. Please refer to this number in all future correspondence
concerning the lease.

Your remittance of $9,017.71, 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,

Dmﬁrl

Drew Reid
Minerals Leasing
Energy Resources
(512) 475-1534

DR:MS:mrg
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ACQUISITI@OMMISSIONER OF THE GENERAL LAND OFFICE 11/27/00
. PARAGON #299:Lease Bonus Payment in full of 1/2 lease bonus consideration due the

State of Texas for execution of Paid-Up Oil and Gas
Lease dated September 22, 2000, by and between The State
of Texas by Agent Susan G. Stewart, dealing in her sole
and seperate property, Lessor, and Clay Johnson, Lessee,
covering Section 6, Block 58, Public School Land Survey,
Reeves County, Texas.

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

Checking Lease Bonus Consideration

PURE RESOURCES, L.P. 1/

ACQUISITIZRESKINNER OF THE GENERAL LAND OFFICE
PARAGON #299:Lease Bonus Payment in fylt'of 1/2 lease bonus consideration due the

State of Texas for execution of Paid-Up Oil and Gas
Lease dated September 22, 2000, by and between The State
of Texas by Agent Susan G. Stewart. dealing in her sole
and seperate property, Lessor, and Clay Johnson, Lessee,
covering Section 6, Block 58, Public School Land Survey,
Reeves County, Texas.

11/27/00

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

i P oo ﬁuc{

Checking Lease Bonus Consideration W ae s aTe TLe s
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004882

4214.65

4214.65

004882

4214.65

4.214.65



ACQUISITICRMNESKIONER OF THE GENERAL LAND OFFICE 11127700 004885
. PARAGON #299:GLO Filing Fee Filing fee due the State of Texas for Paid-Up Oil and Gas 25.00
Lease dated September 22, 2000, by and between
The State of Texas by Agent Susan G. Stewart, dealing in her sole a
seperate property, Lessor, and Clay Johnson, Lessee, covering
Section 6, 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.)

0] 07 5285

Checking Filing Fees 25.00

PURE RESOURCES, L.P. /

ACQUISITIODKINESEIONER OF THE GENERAL LAND OFFICE 11/27/00 0 U 4 8 8 5

PARAGON #299:GLO Filing Fee Filing fee due the Stite of Texas for Paid-Up Oil and Gas 25.00
ember 22, 2000, by and between

exas by Agent Susan G. Stewart, dealing in her sole a

roperty, Lessor, and Clay Johnson, Lessee, covering

0\70

o4
5(3&5
| A |

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

@7@‘- SYPY W,

Checking Filing Fees :’: :" P oee 25.00
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ACQUISITIQOSMMESISNER OF THE GENERAL LAND OFFICE 1127700 004881
. PARAGON #299:Lease Bonus Payment in full of 1/2 lease bonus consideration due the 4214.65

State of Texas for execution of Paid-Up Oil and Gas
Lease dated September 22, 2000, by and between The State
of Texas by Agent Frances Fairfax Stewart Donovan, dealing in her
sole and seperate property, Lessor, and Clay Johnson, Lessee,
covering Section 6, Block 58, Public School Land Survey,
Reeves County, Texas.

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

tson,

Checking Lease Bonus Consideration 4214.65

PURE RESOURCES, L.P.
ACQUISITI QOMMISSIIBER OF THE GENERAL LAND OFFICE 11/27700 U 0 4 8 8 1

PARAGON #299:Lease Bonus Payment in full of 1/2 lease bdnus consideration due the 421465
State of Texas for execution of Paid-Up Oil and Gas

y, Texas, 07 0;
his lease covers lands in the Mcllvain Prospect No. 681 5(‘) CS’_Z

covered out of the Paragon Prospect.)
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ACQUISITIQOMMESISNER OF THE GENERAL LAND OFFICE 11727700 004886
. PARAGON #299:GLO Filing Fee Filing fee due the State of Texas for Paid-Up Oil and Gas 25.00
Lease dated September 22, 2000, by and between
The State of Texas by Agent Frances Fairfax Stewart Donovan,
dealing in her sole and seperate property. Lessor, and Clay
Johnson, Lessee, covering Section 6, 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 Filing Fees 25.00

PURE RESOURCES, L.P. /

ACQUISITIQOMMISSIIBIER OF THE GENERAL LAND OFFICE 11/27/00 U 0 4 8 8 6
PARAGON #299:GLO Filing Fee Filing fee due the Sgate of Texas for Paid-Up Oil and Gas 25.00

d Survey, Reeves County, Texas.
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carved out of the Paragon Prospect.) \ 3 \

Checking Filing Fees L . e . 25.00
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ACQUISITICOOMMISSKINER OF THE GENERAL LAND OFFICE 11/27700

. PARAGON #299:Lease Bonus

Payment in full of 1/2 lease bonus consideration due the

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

Lease dated September 22, 2000, by and between The State
of Texas by Agent Walter P. Stewart I11, dealing in his sole and
seperate property, Lessor, and Clay Johnson, Lessee, covering
Section 6, Block 58, Public Land School Survey, Reeves
County, Texas.

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

Checking Lease Bonus Consideration

PURE RESOURCES, L.P.

ACQUISITIGNOBHATSSIENER OF THE GENERAL LAND OFFICE

PARAGON #299:Lease Bonus

11/27/00
us consideration due the

of Paid-Up Oil and Gas

Payment in full of 1/2 lease
State of Texas for executi

cofered out of the Paragon Prospect.)
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PUHE RESOUHGES, L.P.
ACQUISITIQIOMMESSIYNER OF THE GENERAL LAND OFFICE 11/27/00 004887
. PARAGON #299:GLO Filing Fee Filing fee due the State of Texas for Paid-Up Oil and Gas 25.00
Lease dated September 22, 2000, by and between
The State of Texas by Agent Walter P. Stewart III,
dealing in his sole and seperate property, Lessor, and Clay
Johnson, Lessee, covering Section 6, 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 Filing Fees & 25.00

PURE RESOURCES, L.P. |/

ACQUISITIQUSIVESSINNER OF THE GENERAL LAND OFFICE 1127700 004887
PARAGON #299:GLO Filing Fee Filing fee due the State of Texas for Paid-Up Oil and Gas 25.00
Lease dated Sepgémber 22, 2000, by and between
The State of Jéxas by Agent Walter P. Stewart II1,
dealing in hy§ sole and seperate property, Lessor, and Clay
Johnson, Lessee, covering Section 6, Block 58, Public School
Land Survey, Reeves County, Texas.

(This lease covers lands in the Mcllvain Prospect No. 681 ( a’)\ l
carved out of the Paragon Prospect.)
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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 22, 2000 by and between The
State of Texas by Agent Susan G. Stewart, dealing in her sole and separate property,
Lessor, and Clay Johnson, Lessee, covering, Section 6, Block 58, Public School Land
Survey, Reeves County, Texas.

Paragon Prospect No. 299 (Mcllvain Prospect No. 681)
Mineral File No. 100102

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 September 22, 2000, between the
State of Texas, acting by and through its Agent, Susan G. Stewart, dealing in
her sole and separate property, Lessor, and Clay Johnson, Lessee, covering the
captioned lands in Reeves County, Texas, which has been duly filed under
Clerk’s File No.002741 to be recorded in the Oil and Gas Lease Records of
Reeves County, Texas.

2 Pure Resources, L.P. Check No. 4882 made payable to the order of
Commissioner of the General Land Office of the State of Texas in the amount
of $4214.65, 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. 4885 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, L.P 500 West lllinois Midland, Texas 79701 office: 915-498-8600 fax: 915-498-2675 web:  wWww. pureresources.com
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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 11, 1999, under Mineral File No. M-100102.

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,

obert Re
and Direct
WJB/dw
Enclosures
RECEIVED THIS DAY OF , 2000.

TEXAS GENERAL LAND OFFICE

BY

Drew Reid
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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 22, 2000 by and between The
State of Texas by Agent Frances Fairfax Stewart Donovan, dealing in her sole and
separate property, l:gs,spj:,_am@ay Johnson, Lessee, covering, Section 6, Block 58,
Public School Land Survey. Reeves €ounty, Texas.

Paragon Prospect No. 299 (Mcllvai Prospect No. 681)
Mineral File No. 100102

( o

'//

Dear Mr.‘Hliéi_cE -

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 September 22, 2000, between the
State of Texas, acting by and through its Agent, Frances Fairfax Stewart
Donovan, dealing in her sole and separate property, Lessor, and Clay Johnson,
Lessee, covering the captioned lands in Reeves County, Texas, which has been
duly filed under Clerk’s File No.002742 to be recorded in the Oil and Gas Lease
Records of Reeves County, Texas.

2 2, Pure Resources, L.P. Check No. 4881 made payable to the order of
Joeee, Commissioner of the General Land Office of the State of Texas in the amount
i of $4214.65, representing payment in full of lease bonus consideration (1/2 due
..:.._ the State of Texas) for the above mentioned Oil and Gas Lease.
st 3, Pure Resources, L.P. Check No. 4886 made payable to the order of
. Commissioner of the General Land Office of the State of Texas in the amount
sesees of $25.00, representing the required filing fee for handling this matter.

Pure Resoures, L P 500 West llinois Midland, Texas 79701 office; 915-498-8600 fax: 915-498-2675 web:  www pureresources.com
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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 11, 1999, under Mineral File No. M-100102.

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 Re
Land Direct
WJIB/dw

Enclosures

RECEIVED THIS DAY OF , 2000.
TEXAS GENERAL LAND OFFICE

BY

Drew Reid
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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 22, 2000 by and between The
State of Texas by Agent Walter P. Stewart III, dealing in his sole and separate

Schoo
7

Para
Mjneral File No. 100102

property, L ; ay Lessee, covering, Section 6, Block 58, Public
and Survey, Reeves County, Texas:.

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 September 22, 2000, between the
State of Texas, acting by and through its Agent, Walter P. Stewart III, dealing
in his sole and separate property, Lessor, and Clay Johnson, Lessee, covering
the captioned lands in Reeves County, Texas, which has been duly filed under
Clerk’s File No.002740 to be recorded in the Oil and Gas Lease Records of
Reeves County, Texas.

Pure Resources, L.P. Check No. 4880 made payable to the order of
Commissioner of the General Land Office of the State of Texas in the amount
of $4214.65, 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. 4887 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, L.P

500 West llinois Midland, Texas 79701 office: 915-498-8600 fax 915-498-2675 web!  Www pureresources com
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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 11, 1999, under Mineral File No. M-100102.

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,

WJIB/dw
Enclosures

RECEIVED THIS DAY OF , 2000.
TEXAS GENERAL LAND OFFICE

BY

Drew Reid
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l.'l ' ’ D
“General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997

PAID-UP
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into l.h1522 of Sept. 3 2 0 0 Oberween the State of Texas, acting by and through its
agent,__Susan G. Stewart, dealing in 2her sole and separate property
P.O. Bax 275 of
Bolinas, CA 94924 said agent
(Give Permanent Address)
herein referred 1o as the owner of the soil (whether one ormore), and_Clay Johnson
203 West Wall, Ste., 800, Midland, TX 79701 of

(Give Permanent Address)
hereinafter called Lesses.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agresments 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 Lzsses, 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 ranspor said products of the lease, the following lands situated in_ Rpeves County, State
of Texas, to-wit:

Section 6, Blk. 58, Public Land School Survey

containing, 640.20 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas:__Four Thousand Two Hundred Fourteen and 65/100---
Dollars(S__4 , 214 65 )

To the ownerof the soil:_ Four Thousand Two Hundred Fourteen and 65/100===
Dollars (S 4r?14 65 )

Total bonus consideration: Eight Thousand Four Hundred Twenty-nine and 30/100-

Doilars (S_8 , 429, 30 )

The total bonus consideration paid represents abonus of__Seventy-nine and No T e e
Dollars (S_79 _ Q0 ) peracre.on 106 , 7 Onert acres.
2. TERM. Subject to the other provisions in this lease. this lease shall be foratermof _Five (5) vyears from this date

(herein called "primary term”) and as long therearter 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.

To the owner of the soil:
Dollars (S
To the State of Texas:
Dollars (S
Total Rental:
Dollars (S

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



!
4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrzes to pay or cause to be paid one-half (1/2) of the royalry
prowded 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

conde7sate chsullate. and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
part of the gross production or the market value thereof. at the option of the owner of the soil or the Commussioner of the

.. General Land Oﬁ‘c %, 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 procesds of the sale thereof, whichever is the greater. Lessee agress 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 atr any time exceed 14.65 pounds per square inch absolute, and the standard base temperarture 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 piant for the recovery of gasoline or other liquid hydrocarbons
shall be 3 / 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 Comm:ssnoncr of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total piant
production of residue gas attributable 1o 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 amributable to the gas producsd 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 (30%) or
the highest percent accruing to a third party processing gas through such piant under a processing agrezment negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing agresments 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 hvdrocarbons) of comparable quality in the
general area, or 2) the gross price paid or orfered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hvdrocarbons),
whichever is the greater. In no event, however, shall the rovalties payable under this paragraph be less than the rovalties which would have besn due had the gas not
besn processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hvdrocarbons)
whether said gas be "casinghead,” "dry,” or any other gas, by fractionating, burning or any other processing shallbe _ 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 vear after the expiration of the primary term of this lease, if this lease is maintained by production. the rovalties
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 pavable 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. Norwithstanding 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 either, upon not less than sixty (60) days notice to the holder of the lease, require that the pavment of any royalties
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commussioner of the General Land Office’s right to take its rovalty 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. Lesse= 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, ransporting, and otherwise making the oil, gas and other products
hereunder ready for sale or use. Lesses 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 pavable on any gas as may represent this lease's proportionate share of any fuel 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. Lessee may recycle 2as for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlving the leased premises aster the liquid hydrocarbons contained in the gas have bezn removed: no rovalties shall be payvable on the recvcled gas
until it is produced and sold or used by Lesses in a manner which entitles the rovaity owners to a rovalty under this lease.

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

Payment of rovalty 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 succzeding the month of production, and rovalty on gas 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. accompanied by the arfidavit of the
owner. manager or other authorized agent. completed in the form and manner prescribed by the General Land Offics 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 fines 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 Lana Oftice administrative rule which is
effective on the date when the affidavits or supporting documents were duc. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the duc date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The 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 agreements and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the 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 il 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 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 thereafier 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, 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
Jjurisdiction 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 purposczpfthls.,pamgrauh the, delay rgntgl Wo.\'mt shall be cnc ollar ($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 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 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 Iease 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 1 hereof ("the retained lands"), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

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

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

17. OFFSET 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 opcrations 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 leasc 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. 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 poliution, Lessee shall use all means at its disposal to recapture allescaped hydrocarbons or other
poliutant 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 quantitics. 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) 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) apartnership in which the owner of the soil is a partner or is an employee of such a partnership;

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

(5) a partner or employee in a partnership which is the owner of the soil;
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(6) a 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) afamily 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 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 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. Lessec 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, employces 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 NEGLIGENCE BE SOLE, JOINT,
CONCURRENT, ACT lVE,.OR P.ASSIVE'.
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36. ENVIRONMENTAL HAZARDS. Lessec 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 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 Nartural 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.

STATE XAS _ STATE OF TEXAS -

BY: BY: 218 R )
Individually and as agent for the State of Texas Susan G. Stewart Individually and as agent for the State of Texas
jealing in r sole ag% separate property

Date! Date:

S8

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 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 , 19

Notary Public in and for

STATEOF_California (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF Ml W\/Lw

G. Stewart
L-/I‘) 10 -20- 0O

known to me (o be the persong whose names are subscribed to the foregomg instrument, and acknfv(vledocd to me that they executed the same for the purposes and
consideration therein expressed.

Given under my hand and seal of office this the E}Oﬁ’ day of

JEANNE SHERFEY
COMM, #1273071 m
Notary Public-Califomia (0
MARIN COUNTY =
Comm. Exp. August 6, 2004 [ (INDIVIDUAL ACKNOWLEDGMENT)

2R AR T G S -

Before me, the undersigned authority, on this day personally appeared Clg[ 4@[-\})$OIJ

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. +
I day of NOU P{hb eﬁl , ?QLCXX)_

Given under my hand and seal of office this the

Notary Public in and for, S‘J‘&ﬁl e O]D 75@(

M. K. BRASUEL
MY COMMISSION EXPIRES

October 19, 2004
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
SEPTEMBER 22, 2000, BY AND BETWEEN SUSAN G. STEWART, DEALING IN HER SOLE AND
SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING ALL
OF SECTION 6, 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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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997
PAID-UP
OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this22 _ day of_Sept. 200 Oberween the State of Texas, acting by and through its
aen,__Frances Fairfax Stewart Donovan, dealing in her sole and separate
of
Egig nghe Rd, Santa Rosa, CA 95404 said agent
(Give Permanent Address)
herein referred to as the owner of the soil (whether one ormore), 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 Lesses, 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 ransport said products of the lease, the following lands situated in_ Rppves County, State
of Texas, to-wit:
Section 6, Blk. 58, Public Land School Survey
containing 640.20 acres, more or less. The bonus consideration paid for this lease is as follows:
To the State of Texas:__Four Thousand Two Hundred Fourteen and 65/100---
Dollars(s__4 214 695 i)
To the owner of the soil:_ Four Thousand Two Hundred Fourteen and 65/100---
Dollars(S_4 214 85 )
Total bonus consideration: Eight Thousand Four Hundred Twenty-nine and 30/100-
Dollars(S_8,429 .30 )
The total bonus consideration paid represents abonus of __ Seventv-nine and No/100———— e
Dollars (S_79 _ 00 ) peracre,on 106 , 7 Oneracres.
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 as long therearter 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 substancz(s) covered
exceed out of pocket operational expenses for the six months last past.
* See Exhibit "A' attached for Pd-Up D Rental Provision shown as Paragraph 40
on or before such anniversary date Lesses shall pav or tender 1o the owner of the soil or to his credit in ’
the Bank.
at , or its successors (which shall continue as the depository rezardless pé<fianges in the ownership of

said land), the amount specified below; in addition. Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL OFFICE OF THE STATE OF
TEXAS. AT AUSTIN, TEXAS. a like sum on or before said date. Payments under this paragraph shall operate as a re d shall cover the privilege of deferring
the commencement of a well for one (1) vear from said date. Payments under this paragraph shall be in the fo £ amounts:

To the owner of the soil:

Dollars (S o )
To the State of Texas: —a

Dollars (S el )
Total Renral: i

Dollars (S _ )

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

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as all
condcpsate distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, 2s hereinafter provided, shall be
hs 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 Offise, such value 1 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 procezds 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 fee of cost to the royvalty owners through an adequate oil and gas separator of conventional type. or
other equipment at least as efficient, so thar 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 mayv be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Rovalty 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 indusuy at the time of testing.

(© PROCESSED GAS. Rovalty on any gas procsssed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3 / 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 Cornmlssmncr of the General Land Office. All rovalties 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 atributable 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 agresment negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing agresments or contracts in the industry), whichever is the greater. The respective royalties on residue 2as
and on liquid hydrocarbons shall be determined by ) 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 rovaities payable under this paragraph be less than the rovalties which would have besn due had the gas not
been processed.

(D) OTHER PRODUCTS. Rovalry 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, bumning or any other procsssing shallbe _ 3 /1Rt hsg 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.

3. MINIMUM ROYALTY. During any vear after the expiration of the primary term of this lease, if this lease is maintained by production. the rovalties
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 vear. 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.

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 Otfice's rights or Lessee's obligations, whether express or implied.
under this lease.

7. NO DEDUCTIONS. Lesses agrees that all rovalties accruing under this lease (including those paid in kind) shail be without deduction for the cost of
producing, gathering, storing, separating, treating, dehydrating. compressing, processing, ransporting, 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 rovalry shall be pavable 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 recvcle gas for gas lift purposes on the leased premises or for injection into any oil or zas producing
formation underlving the leased premises aster the liquid hydrocarbons contained in the gas have besn removed: no royalties shall be payabie on the recycled gas
until it is produced and sold or used by Lesses in a manner which entitles the royalty owners to a rovalty under this lease.

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

Payment of rovalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that rovalty on oil is due
and must be received in the General Land Office on or before the Sth day of the second month succe2ding the month of produc:ion. and rovaity on gas is due and
must be received in the General Land Office on or before the | Sth day of the second month succesding 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

True and ©
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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 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 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 underiying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attomey General, the Governor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessce 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 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 $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
True :




" 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
afler Lassee 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 lcase 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 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 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 thercon.

(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 1 hereof ("the retained lands"), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further
terminate as to all depths below 100 fect below the total depth drilled (hereinafter "decper 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 thercafter 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 0il 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.

S
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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

paymerds 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, Lessec 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 shalil 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 ailescaped hydrocarbons or other
poliutant 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 quantitics. 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 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 royaities 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, liabilitics, and penaltics owed to the State by the original lessee or any
prior assignee of the lease, including any liabilities to the State for unpaid royalties.

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

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

(2) 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 so0il 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 fiduciury 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 retum 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 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
activitics 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, employces 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 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 regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE’S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A
VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE 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 Counry
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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g ’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

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 519

Notary Public in and for

STATEOF__Calfornia (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF ,,éﬁm,(,own a

Before me. the undersigned authority, on this day pcrsang
dealing in her sole and separa

ly appeared Frances Fairfax Stewart Donovan,
€ 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 myQNl !Rmday of ﬁd ‘ Ay 200 C)
< Q\‘ (W)

{ih

COMM. #1135653

%] NOTARY PUBLIC - CALIFORNIA U 0 -

H':‘: }44&;/
s oY SONOMA COUNTY * N 17.J~ Public in and for C/ Dttt
My Comm. Expires Apr. 26, 2001
S ser v S

stateor. [ OXQA.S (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF m\l dfhl-}&v
Before me, the undersigned authority, on this day personally appeared C/\ R U' ‘%P\ AJ éO/l)

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 2 3 day of Od‘@bQL N ZCOO
M AL Danse

Notary Public in and for /eb& S

a\"‘ “m M. K. BRASUEL

MY COMMISSION EXPIRES
October 19, 2004
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
SEPTEMBER 22, 2000, BY AND BETWEEN FRANCES FAIRFAX STEWART DONOVAN,
DEALING IN HER SOLE AND SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS
LESSEE, AND COVERING ALL OF SECTION 6, 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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General Land OfTice
Relinquishmaot Act Lease Form
Revised, September 1997

PAID-UP
OIL AND GAS LEASE
THIS AGREEMENT is made and entered into thts_z__z_'_day of Sept. .2 00 Oberween the State of Texas, acting by and through its
agent, tewartLI 1} in his Te an
P.O. Box 621 of

Stinson Beach, CA 94970 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 1o be paid. kept and performed by
Lassee under this lease, the State of Texas acting by and through the owner of the soil. hereby grants, leases and lets unto Lesses, 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_ Repves County, State
of Texas, to-wit:

Section 6, Blk. 58, Public Land School Survey

conaining, 640.20 acres. more or less. The bonus consideration paid for this lease is as follows:
To the State of Texas:__Four Thousand Two Hundred Fourteen and 65/100---
Doilars(S__4 214 65 )

To the owner of the soil:_ Four Thousand Two Hundred Fourteen and 65/100---
Dollars(S_4 214 65 )

Total bonus consideraion: Eight Thousand Four Hundred Twenty-nine and 30/100-

Dollars (5_8, 429 , 30

The total bonus consideration paid represents abonus of__Seventy-nine and 10 Fe A 1 0 ) § Py e
Dollars (S_79 _ QAN ) peracre,on 106 , 7 Onet acres.
2 TERM. Subject 1o the other provisions in this lease. this lease shall be for a term of Five (5) vyears from this date

(herein called "primary term”) and as long therearter 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 Exhlblt, - ) f Renta Provlslon shown as Paragraph 40
on or berore such anniversary da:e L=sse- shall pav or tender t0 mc owner of the soll or to his credit in
the

at _, Or its successors (which shall continue as the depository regardless oL ges in the ownership of
said land), the amount specified below; in addition. Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL L FFICE 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 d shall cover the privilege of deferring
the commencement of a well for one (1) vear from said date. Payments under this paragraph shall be in the follgwTg amounts:

To the owner of the soil:

Dollars (S e )
To the State of Texas: e

Dollars (S = )
Total Rental: e

Dollars (S - )

In a like manner and upon like paymer tenders annuailv, the commencement of a well may be further deferred for successive periods of one (1) vear cach duning
the pnmary term.  All paymen enders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignez of this lease. and may be
delivered on or before ental paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist. suspend business, liquidate. fail or
be succeeded py-afiother bank. or for any reason fail or refuse to accept rental, Lessee shall not be held in defauit for failure to make such payments or tenders of
thirty (30) days after the owner of the soil shall deliver to Lesses a proper recordable instrument naming another bank as agent to receive such payments
tenders.

True and Corregt
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'4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lesses agr=ss to pay or cause o be paid one-half (1/2) of the rovalty
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin. Texas. and one-half (1/2) of such royalty to the owner of

the soil:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons oroduced in a liquid form at the mouth of the well and also as all
conde?san: distillate, and other liquid hydrocarbons recoversd from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
S 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 arca where produced and when run, or 2) the highest market price thereof offered or paid in the
general arca where produced and when run, or 3) the gross procezds 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 Fee of cost 1 the royalty owners through an adeguate 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 2as 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 excesd 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 ar the time of testing.

(©) PROCESSED GAS. Rovalty on any gas procsssed in a gasoline plant or other plant for the recovery of gasoline or other liquid hvdrocarbons
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 Offics. All royalties due herein shall be based on one hundred percent (100%) of the total piant
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 anributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in which Lesses (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 agrszment negotiated at arm'’s length (or if there is no such third
party, the highest percent then being specified in processing agresments or contracts in the industy), 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 anv 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 royaities payable under this paragraph be less than the royaities which would have been due had the gas not
been processed.

(D) OTHER PRODUCTS. Rovalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting iiquid hvdrocarbons)
whether said gas be "casinghead," "dry,” or any other gas, by fractionating, burning or any other procsssing shallbe __3 /1 fths 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 croduced; whichever is the greater.

5. MINIMUM ROYALTY. During any vear after the expiration of the primary term of this lease, if this lease is maintained by production. the rovalties
paid under this lease in no event shall be less than an amount equal to the total annual delay rental hersin provided: otherwise, there shall be due and payabie on or
before the last day of the month succeeding the anniversary date of this lease a sum equal to the totai annual rental less the amount of royalties paid during the
preceding year. If Paragrapn 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. Norwithstanding 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 either, upon not less than sixty (60) days notice to the hoider of the lease, require that the pavment of any royaities
accruing 1o such royalty owner under this lease be made in Kind. The owner of the soil's or the Commussioner of the General Land Office’s right to ke its royalty in
kind shail not diminish or negate the owner of the soil's or the Commissioner of the General Land Orfice's rights or Lessee's obligations. whether express or implied.
under this lease.

7. NO DEDUCTIONS. Lesses agrees that all rovalties 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. Lesses agress 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 pavablie on any gas as may represent this lease's proportionate share of any fuel used to
process gas produced hereunder in any processing plant. Norwithstanding any other provision of this lease. and subject to the wrinten consent of the owner of the soil
and the Commissioner of the General Land Office, Lesses may recvcle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underiving the leased premises aster the liquid hydrocarpons contained in the gas have be=n removed: no royalities shall be pavabie on the recycled gas
until it is produced and sold or used by Lzsses in a manner which entites the royalty owners to a rovalty under this lease

9. ROYALTY PAYMENTS AND REPORTS. All rovalties 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 T2xas 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 succs=ding the month of production, and rovaity on gas is due and
musz be received in the General Land Office on or before the 1 3th 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 mirket 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 1o 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 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 furish 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 fumnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreememts 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 Govemnor, 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-holé 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, Lessce may resume payment of the annual rental in the same manner as provided hercin on or before the rental paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
terminate. 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 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 (51.00) 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 after the Lessce ceascs 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 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 effzct by payment of the shut-in oil or gas royairy, 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 cffective
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 cach 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 | 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 opcrations 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. 1f 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 bamn 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 poliution, Lessee shall use all means at its disposal to recapture allescaped hydrocarbons or other
poliutant 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) 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, recciver, 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 10 the surrender of such acreage. 2

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 1o make the payment ¢f any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly malce 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 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 Natural Resources -
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease sztisfizs the execution requirements statec 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.
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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 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 (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 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 centified 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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' STATEDF (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 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

stateor_California (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

. Bet‘o me, the u 3dcmgncd authority, on this day pcr?na.lly appeared__Walter P. Stewart, &e,a ling in
his sole and separate Proper

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 . 19

Notary Public in and for

STATE OF / e saft & (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY oy_[DJ_[a}J&
Before me, the undersigned authority, on this day personally appeared ClA u j‘d\U&)/J

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.

I & day of NOUembg{L JMZMQ
WA Brop.u)
Notary Public in and for6fcr}e D{ Téms

Given under my hand and seal of office this the

M. K. BRASUEL

MY COMMISSION EXPIRES
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
SEPTEMBER 22, 2000, BY AND BETWEEN WALTER P. STEWART, III, DEALING IN HIS SOLE
AND SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND
COVERING ALL OF SECTION 6, 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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CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT
R e e e e S S SR e e e e a e e S e S e S e e S e e e m e R n e n e

State of California

County of __NjaRIN

SS.

On (3T RER 27. ACC; before me, Arreor ¥ -Enger NATARY fUBf,_K_

Date Name and Title of Officer (e.g., "Jane Doe, Notary Public”)

personally appeared Warer P .<TE_\UA§_T. [

Name(s) of Signer(s)’

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

to be the persont® whose namef®) is/awa
subscribed to the within instrument and
acknowledged to me that he/skmessey executed
the same in his4~emeEnr authorized

ALBERT K. ENGEL
Commission # 1162057 s i
Notary Public - California ; capacityfes), and that by his/lremse=r

' & m‘§ Marin County signaturet®) on the instrument the person@, or
My Comm. Expires Dec 7, 2001 the entity upon behalf of which the personts

acted, executed the instrument.

WITNESS my d and official seal.

Place Notary Seal Above Signature of Notary

OPTIONAL

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.

Description of Attached Docume i -
Title or Type of Document: Pain DB OLL. A ND C‘I.‘“ L-EA—SE_.

Document Date: D=7 - AT Number of Pages: ___3

Signer(s) Other Than Named Above:

Capacity(ies) Claimed by Signer

Signer's Name: RIGHT THUMBPRINT
)ﬁ Individual OF SIGNER

Top of thumb here

[] Corporate Officer — Title(s):
Partner — [] Limited [] General
Attorney in Fact

Trustee

1 Guardian or Conservator

O Other: %
:

OOoB o

Signer Is Representing:

& 2 S m@%&aa@m&mmfommm,mm*ccmmmm%mmmmmmaammma,;
® 199? Nauunal Natary Association » 9350 De Soto Ave., P.O. Box 2402 « Chatsworth, CA 91313-2402 Prod. No. 5907 Reorder: Call Toll-Free 1-800-876-6827
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