STATE LEASE MF100098

CONTROL BASEFILE COUNTY
07-104698 135680 - REEVES /195
) 07-104787 142938 - REEVES /195
/ SURVEY : PUBLIC SCHOOL LAND
. x D BLOCK . 58
E TOWNSHIP : 00
SECTION/TRACT: 4 & 9
PART -
ACRES : 1280.00
DEPTH LIMITS : NO
. Rentals 7% ¢i LESSEE : JOHNSON, CLAY
LEASE DATE : May 19 1998
) Lease é PRIMARY TERM : 5 yrs
EE BONUS ($) : 16000.00
. RENTAL ($) : 1.00
Mineral |/ ROYALTY : 0.18750000
Maps : ' VAR ROYALTY

952366
MF 100098

LA




" =
CONTENTS OF FILE NQ//LL L0 Y5

/ Fras i 19/78 Sa/78
e Mo s
Jhttn g gulit
5/7/98
2 Y21/22.
(- WonZa) pud- Yo/
’/ Rental Péyrnam ‘f/%fz/ﬂ-[
g,» /&jﬁt’ Mot~ se/
koot %w% S//-'/\//c 2
i "”éa-e@f_, URF0Z
seonecl s 3qlis

GLO-5-08~-(1-82)




General Llnld Office
Relinquishmnt Act Lease Form
Revised, September 1997

OIL AND GAS LEASE
THIS AGREEMENT is made and entered igto this_ 19 _dayof May 19_98 | between the State of Texas, acting by and through its

agent, W. W. Oatman, dealing in his sole and separate property
of Box 310, Bastrop, TX 786072

said agent
(Give Permanent Address)
herein referred to as the owner of the soil (whether one or more), and
203 West Wall, Suite 800 3K
Midland, TX 7970
(Give Permanent Address)

hereinafter called Lessee.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and performed by
Lessee under this lease, the State of Texas acting by and through the owner of the soil. hereby grants, leases and lets unto Lessee, for the sole and only purpose of
prospecting and driiling 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 lzase, the following lands situated in___ RE@ves County, State
of Texas, to-wit:

Block 58, Public School Land Survey
Section 4: All
Section 9: All

. o8
cotgiftipg® 1280 acres, more or less. The bonus consideration paid for this lease is as follows:
et To the State of Texas; Sixteen Thousand and 00/100-—--—-————cmm oo ———
. Dollars (S_16,000. 00 )
. To the owner of the soil: Sixteen Thousand and 00/100-—————————————— e —————
= Dollars §_1 6,000, 00 )
. @ .
i 5 Total bonus consideration: Thirty Two Thousand and 00/100 ______________________
B Dollars (5_32,000.00 )
: ....
The ¥t&*%bonus consideration paid represents a bonus of Fifty and 00/100-————--coemmmm e e —
Dollars (5_50 .00 ) peracre,on _64(0  net acres.
r 4 TERM. Subject to the other provisions in this lease, this lease shall be foratermof ____Five (5) years  from this dae

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

- & DELAY RENTALS. If no well is commenced on the leased premiises on or before one (1) ycar from this date, this lease shall terminate, unless
on or before such anniversary date Lessce shall pay or tender to the owner of the soil or to his credit in
the Bank,
at , or its successors (which shall continue as the depository regardless of changes in the ownership of

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

To the owner of the soil: Three Hundred Twentv and 00/100 - —— e
Dollars ($ 320.00 )

Tothe State of Texas:_ Three Hundred Twenty and 00/100-ccm e e e e
Dollars (S 320.00 )

Total Rental: Sax Hiapdred. Fortr and 00 /T mmae e e e
Dollars (3 640.00 )

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) year each during
the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assignee of this lease, and may be
delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist, suspend business, liquidate, fail or
be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be held in default for failure to make such payments or tenders of
rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument naming another bank as agent to receive such payments
or tenders.
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¥ 4. | PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty
provided for.in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of
the soil:

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

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

General Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for 0il, 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 area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas scparator 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 3/16 part of the gross production or the market value thereof, at the option of the

owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
most approved method of testing being used by the industry at the time of testing.

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

beeq gypgessed.
* LR s :
» (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
whegher said gas be "casinghead,” "dry," or any other gas, by fractionating, bumning or any other processing shall be 3/1 6 part of the

gréss 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 1 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
ba:is ofg*z average gross sale price of each product for the same month in which such products are produced; whichever is the greater,

® 5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties
pasd wiides 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
befdr Ul last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the
preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one
dollar ($1.00) per acre.

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

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

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

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be received in the General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is due and
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavit of the
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of
all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition
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and market vah.i:; 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
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 lease. If Lessce pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater.
In addition 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
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 agreemems and amendmenits to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attomey General, the Governor, or the representative of any of them.

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

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

-.e -

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
oiairar'aas 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'ﬁ'&ﬁ 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
ddit ot Egmpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
aflnual 8elay 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
combleted 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
udti|, e gxpiration 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
le&2 B¢ 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 sc 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 0il 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
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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 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 thereoa.

(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 cach 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
pedcutlian 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
indre$s%o 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
rgddedsting 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
retithed fands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

-

o' """, (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
tertrifate 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)
a}wq wupless on or before two (2) years after the primary or extended term Lessee pays an amount cqua.l to one-half (1/2) of the bonus originally paid as
censideration 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
ceversd by this lease.

L -

LR ]

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

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

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil
or gas,
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19."WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. 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. 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. Lessce shall pay the owner of the soil for damages caused by its operations to all personal property, improvements,
livestock and crops on said land.

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without the
wrjtlen*bgsent of the owner of the soil.
. e
o * %" 25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
fore®8ing *pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, secpage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
pojlemmegnd shall be responsibvic for all damage to public and private propertics. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and earksbatteries 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 pite and cellars and completely clean up the drilling site of all rubbish thereon. Lessec shall, while conducting operations on the leased premises, keep said
prlrnlsest?ec 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
condiion and contours as is practicable. Tanks and equipment will be kept painted and presentable.
- L]
® eeee"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 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 royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal
representatives or assigns) fumishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and 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) anominee of the owner of the soil;

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

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

(5) a partner or employee in a partnership which is the owner of the soil;
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. (6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the
owner of the soil; or
(7) 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 exccute and deliver to the owner of the soil
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and be
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage.

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

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

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

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

LE LN

®ee” o 33. LIEN. Inaccordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered

by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
Styy¢.Jg 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
iMgrestin 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
PEQcegds 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
sgcirlegsed 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 Lessec's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
forcclo;r.d 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

mm:_snoner 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 provisicn in this lease satisfies the execution requirements stated in Texas Natural
Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises
hereunder, or that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys’ fees and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply with any and all
environmental laws; those arising from or in any way related to Lessee’s operations or any other of Lessee’s activities on the leased premises; those arising from
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with the activities of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,
CONCURRENT, ACTIVE, OR PASSIVE. — True and Correct
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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 (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 issuzd 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.

r

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
Clork ém 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 Uintil 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
TexaseNatural 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
férexdedion of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office.

S //,/ Totss)

s e LESSEE

BY:

. TITLE: N
LL LY ]
DATE: qf;:g,?-?i -

STATE OF TEXAS STATE OF TEXAS
BY: / -~ o s BY: -
Individually andas agent fer the State of Texas |, W. Oatman, Individually and as agent for the State of Texas
dealing i hjig,sole and separate propert%
Date: =2 ate:
SS#
STATE OF TEXAS STATE OF TEXAS
BY: BY:
lndividuaTIy and as agent for the State of Texas Individually and as agent for the State of Texas

Date! jrc;?3 - ?X Date:
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STATEOF __* (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

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

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

and acknowledged to me that he executed lhé 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 419

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
b, w Notary Public in and for
. a0 -
Sane
L] L]
. e L . T
STATF‘OF I axas (INDIVIDUAL ACKNOWLEDGMENT)
coutyer_Bastiop
5'.':Bef05e me, the undersigned authority, on this day personally appeared W. W. Oatman, dealing

in his sole and separate property
known%o 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

con$idgrifign therein expressed.
.gﬂ:{ day of ﬂhu . , 19, 7:?

LR X ]
Notary Public in and foré@]%ﬁgw@

STATEOF___TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

Givenu

‘% JILL TURNER GREEN
“I MY COMMISSION EXPIRES
oo February 21, 2001

COUNTY OF_ MIDLAND

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

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

consideration therein expressed.
Given under my hand and seal of office this the ;; fT day OFW : ng 98
Notary Public in and for ‘7:“6:'5

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

WA o VNN Y
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EXHIBIT I'AII

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED MAY
19, 1998, BY AND BETWEEN W. W. OATMAN AS LESSOR, AND CLAY JOHNSON, AS LESSEE,
AND COVERING ALL OF SECTION 4 AND ALL OF SECTION 9, BLOCK 58, PUBLIC SCHOOL
LAND SURVEY, REEVES COUNTY, TEXAS.

If, at the expiration of the primary term hereof, this lease is being held by production or a shut-in well
pursuant to the terms hereof, or Lessee is then engaged in operations on said land or on lands pooled
therewith, or Lessee has completed a well as a dry hole or shall have commenced a well within 180 days
prior to the expiration of the primary term hereof, Lessee agrees to commence a continuous drilling
program on said lands, or on lands pooled therewith, within 180 days after the end of the primary term
hereof or within 180 days after the completion of drilling operations being conducted on said land, or
lands poocled therewith, at the end of the primary term hereof, whichever is the later daie; 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 1o 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.

. CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
/ # STATE OF TEXAS File No.
s COUNTY OF REEVES

W. W. OATMAN Filed: 6-16-98

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

ongwnal record now in my lawful custody and possession, as the same is

file oINS 1.-01!-!11!. 0.8 1606 0480 i 50 ees
De recor-e- ne
?Eiﬁiﬁl deIic records.

sIE p%‘ I hereby certifiedon 6-1 6-—9L

REEVES COUNTY. TEXAS

& ’ .
DEPUTY
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True and Correct

General Land Office . COpy ,Of ;
Relinquishmnt Act Lease Form Original filed in
Revised, September 1997 — Reeves County
Paid-Up : Clerks Office
OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this__ 24 day of_JUune 19__98, between the State of Texas, acting by and through its
agen ed Mi
Marguerite Edith Miller. dec'd of 512 Ross Blwvd., Pecos, Tx 79772
said agent
(Give PennmenlAddms‘s} ’
herein referred to as the owner of the soil (whether one or more), and CLAY JOHNSON
203 West Wall, Suite 800 *X
Midland, TX 79701
(Give Permanent Address)
hereinafter called Lessee.

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

All of Sections 4 and 9, Block 58, Public School Land Survey

containing 1280  acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas:  Eight Thousand Six Hundred Forty and 00/100-————————a——
Dollars ($ 8640.00 )

N To the ownerof the soil:._ Eight Thousand Six Hundred Forty and 00/100--—————————
e Dollars (S 8640.00 )
I Total bonus consideration: Seventeen Thousand Two Hundred Eighty and 00/100--—--

S Dollars(___17280.00 )

Thestete bonus consideration paid represents a bonus of Fifty Four and 00/100--=————————————eee-
. .
Dollars (___ 54 .00 ) peracre,on __ 320 et acres.
2 TERM. Subjcctmlheomerprovisionsinlhislcase'.this lease shall be for a term of Five (5) years from this date

(hereth called "primary term™) and as long thereafter as oil and gas, or cither of them, is produced in paying quantities from said land.
As A4 Inythis lease, the term "produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s) covered
excetl out of pocket operational expenses for the six months last past.

*See Exhibit "A" at:

on ofbefpre such anniversary date Lessee shall pay or

the commencement of a well for one (1) year fro

To the owner of the soil:
Dollars (S

To the State of Texas:
Dollars (S

Total Rental;
Dollars (5

In a like manner and upon like paymen



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

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as al]
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter 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 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 area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas scparator 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 3/16 part of the gross production or the market value thereof, at the option of the

owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
most approved method of testing being used by the industry at the time of testing.

©) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been duc had the gas not
been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
whethar said gas be “casinghead,” "dry,” or any other gas, by fractionating, burning or any other processing shall be 3/16 part of the
2o ydduction of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the Gcm:ml Land Office, such market
valye,tp 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
bagis ©f fhe average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

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

o**%%e 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 Gc‘hcral Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties
accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its royalty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied,
under this lease.

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to
process gas produced hereunder in any processing plant. Notwithstanding any.other provision of this lease, and subject to the written consent of the owner of the soil
and the Commissioner of the General Land Office, Lessee may recycle gas for gas 1ift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; no 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 Office at Austin,
Texas, in the following manner:

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavit of the
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of
all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition



and market valuc including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks,
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on each lease. If Lessce pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accruc 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.
AfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative ruls which i
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 royaltics 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 funish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attomey General, the Govemor, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
written 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 govemmental
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 hercin 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 1o the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of
the log of cach 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 sct by the General Land Office administrative rule which is cffective 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 thercon, or if during the primary term hereof and after the discovery and actual production of oil or
235 Toh! 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'ompletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
anptaiidtlay 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
conffActed 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 cxpiration 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 cenducting 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 reatal 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
termigate. 1f 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
acc.q;d:facs 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 Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessce completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (172)
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered 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 cach shut-in year.

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

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 cach gas well
capable of producing in paying quantitics (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 casements 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.

(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
termitiation 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
depes 3| 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 Gefteral 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 starutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith cffort, Lessee is prevented from complying with any express or implicd covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause,
from conducting drilling and reworking 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
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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 sail shall be paidto him
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental hercin 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 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 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. Lessce shall pay the owner of the soil for damages caused by its opcmion_{ 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 pollution, Lessce shall use all means at its disposal to recapture ail escaped hydrocarbons or other
pollutant and shall be responsibie for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and Janjcbatteries 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
slus Pits And cellars and completely clean up the drilling site of all rubbish thercon. Lessee shall, while conducting operations on the leased premises, keep said
premjiges free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land 1o as near its original
conditien §nd 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
Lcs»m !w 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 penod. However, Lessee may not remove casing from any well capable of producing oil
and gas in paying quantities. Additionally, Lesses 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.

: an :.

** 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 Lesses, 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 Lesses of all subsequent obligations under this lease. If this lease is assigned in its entircty 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 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 employes of such a partnership;
(4) a principal stockholder or employee of the corporation which is the owner of the soil;
(5) a partner or emplovee in a parmership 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 s0il or related to the owner of the soil by marriage, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the sojl
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 property 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 conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to 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 hersto.

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 moncy that may become due under this lease. By acceptance of this lease, Lessee grants the
Stage, én 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
inter2g 4l 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
Progesdds 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
suth J¢asdd 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
forecloseq 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
Con.\mmpncr 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.
Ll

+** %434, 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 mifteral®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, parmers, 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 Lessce. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attomneys’ fees and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all
environmental laws; those arising from or in any way related to Lessee’s operations or any other of Lessee’s activities on the leased premises; those arising from
Lessee’s use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officers, employees. and agents in the same manner provided above in connection with the activities of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,
CONCURRENT, ACTIVE, OR PASSIVE. _ True and Correct

copy of
Qriginal filed in
Reeves County
Clarks Office




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 Eavironmental 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 MmaA
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 starutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the starutes 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. Ouce 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 centified 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 Narural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the acrual and true consideration paid or promised
for execution of this lease. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the General Land Office.
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"elee LESSEE
sese BY: CLAY JOHNSON
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Tn:r: 7-7 72{1

STATE OF TEXAS

0 2 BY:
te of Texfs Douglas Alfred Individually and as agent for the State of Texas

ng;lil ¥ t Executor of the Estatgmgf Marguerite Edith Miller, dec'd
SsS#

STATE OF TEXAS STATE OF TEXAS

BY: BY:

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

Date: Date:

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




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

known to me w be the person whose name is subscribed to the foregoing i of

and ackniowledged to me that he exccuted the same
for the purposes and consideration therein expressed, in the capacxry stated, an @ deed of said corporation.

19 (?’?

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

MQL}JQx

oy

! DIANE H. TERSERO
STATE OF AL Notary Public (INDIVIDUAL ACKA@WLEDGMENT)
coptty oF F 20 42 STATE OF TEXAS
e My Comm. Exp 034 .
o**3" ¢ Before me, the undersigned authority, on this Alfred Miller, Independent

E_xgt‘utor of the Estate of Marguerlte Edlt Miller, dec'd
known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and
cor.xs.ic.isr‘zgion therein expressed.

' .Givcn under my hand and seal of office thi /(7[ day of J /) M < L (?g
v O

oot _ > AL Rniapy Ry in and for
DIANE H. TERSERO
STATE OF TEXAS Notary Public (INDIVIDUAL ACKNOWLEDGMENT)
STATE OF TEXAS
COUNTEOR MIDLAND My Comm. Exp. 03/18/2000
Before me, the undersigned authority, on this day personally appeared_ CLAY JOHNSON

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

consideration therein expressed. q
Given under my hand and seal of office this the 4 day of WL (A ‘7}1| MW 19 %

'fq%"ll%a%ﬁlé?_%ﬁ Notary Public in and for W

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

b e i o

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

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JUNE
24, 1998, BY AND BETWEEN DOUGLAS ALFRED MILLER, INDEPENDENT EXECUTOR OF
THE ESTATE OF MARGUERITE EDITH MILLER, DEC’D AS LESSOR, AND CLAY JOHNSON,
AS LESSEE, AND COVERING ALL OF SECTION 4 AND 9, BLOCK 58, PUBLIC SCHOOL LAND
SURVEY, REEVES COUNTY, TEXAS.

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

[HE STATE OF TEXAS
COUNTY OF REEVES L, Diame 0. Flore?, Ceckof the Coandy Coork in and
for said cumymmmm?mumhnmm

O & dated

Lol ¥ ==
carrect of
19 _9_:2, Ea s

& =%

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

~ copy of
A p— Original filed in
Relinquishmnt Act Lease Form Reeves COUﬂfy
Revised, September 1997 Clerks Office
. Paid-Up
OIL AND GAS LEASE

THIS AGREEMENT is made and eatered into this 24 dz_nyof__q_ung_w_ﬁ_ﬁ_,benuentbesmeof'rcxn, acting by and through its
agent,_Douglas Alfred Miller, dealing ipn his sole and separate property
of 512 Ross Rlvd., Pecas, TX 79772

said agent
(Give Permanent Address) )
herein referred to as the owner of the soil (whether one or more), and CLAY JOHNSON
203 West Wall, Suite 800 D14
Midland, TX 79701
(Give Permanent Address)

hereinafter called Lessee.

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

All of Sections 4 and 9, Block 58, Public School Land Survey

containing, | 1280 acres, more or less. The bonus consideration paid for this lease is a8 follows:
. 00, To the State of Texas:_Eight Thousand Six Hundred Forty and 00/100——e——e———__
*otee Dollars (S____8640,00 )
SN To the owner of the soil;_Eight Thousand Six Hundred Forty and 00/100-----———--
E Dollars(5__ 8640.00 )
.:...E Total bonus consideration: Seventeen Thousand Two Hundred Eighty and 00/100----
Dollars (5__17280.00 )
The total bonus consideration paid represents a bonus of, Fifty Four and 00/100=—=mmmccc e e mm e e e
el Dollars (5_254 . 00 ) per acre, on net acres.
. . '
pe Sa TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) vears _ fromthisdate

(herein called "primary term”) and as long thercafter 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 Exh‘ibit "A" attached for Pd-Up Delay Rental provision sh

Wniversaq date Lessee shall pay or tender to the owner of the soil or to his credit in
the

at I , or its successors (which shall continue as the depository regardless of ¢
said land), the amount specifie:
TEXAS, AT AUSTIN, TEXAS, a like s! or before said date. Payments under this paragraph shall operate as a rental all cover the privilege of deferring
the commencement of a well for one (1) year frotr<ajd date. Payments under this paragraph shall be in the followj

To the owner of the soil:

Dollars ($ L0 e )
To the State of Texas: TP

Dollars ($ il S )
Total Rental: i S

Dollars (S

tal paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist, suspend b liquidate, fail or
or for any reason fail or refuse to accept rental, Lessee shall not be held in dcfault-



e

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty
provided for in this lease to the Commissioncr 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 al]
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter 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 Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the
leased premises is sold, used or processed in a plan, it will be run free of cost to the royalty owners through an adequate oil and gas scparator 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 requircment 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 3/16 part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general arca where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
most approved method of testing being used by the industry at the time of testing.

© PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the
total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not
begn pepeessed.

. o o

. ®

eese (D)OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
whs!}nr gaid gas be “casinghead,” *dry,” or any other gas, by fractionating, buming or any other processing shall be /16 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
basi.s-nﬂ‘_e average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties
paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shail be due and payable on or
befor® 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
precedih® 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
doller%(5$1.90) per acre.

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner
of the General Land Office may, at the option of cither, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any 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 Tiegate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied,
under this lease.

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to
process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner of the soil
and the Commissioner of the General Land Office, Lessee may recycle gas for gaslift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royaltics shall be payable on the recycled gas
until it is produced and sold or used by Lesses in a manner which entitles the royalty owners to a royalty under this lease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due
and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and
must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavit of the
owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of
all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition



and market value including gas meter readings, pipeline receipts, gas line reccipts 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 hercin 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 leasc. 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
525.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty duc or 325.00 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 auministrative 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 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 lease and shall fumnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemems and amendments to such contracts within thirty (30) days after eatering 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 Attomney 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 govemnmental
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.

.I...

fofes’ . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of.cii ¢ gas on said land, Lessee should drill a dry hole or holes thercon, or if during the primary term hereof and after the discovery and actual production of oil or
gasefrom the leased premises such production thereof should cease from any cause, this lease shail 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 deday 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
co‘hﬁ:ﬂ&a 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 quantitics 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
produgtion 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
primagy lerm 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
exfipyPndf 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 thercafter 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 thercon, this lease shall remain in force so long as operations on said well or for
drilling or reworking of any additional well are prosecuted in good faith and in- workmanlike manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the production of cil and/or gas, so long thereafter as oil and/or gas is produced in paying quantitics from said land, or
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lcase.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in 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 lcss than $1,200 a year for each well capable of producing oil or gas in paying quantitics. 1f Paragraph 3 of this lease does not specify a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To be effective, cach initial shut-in oil or gas royalty



must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessce completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (172)
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be
a producing lease and the payment shall extend the term of the lease for a pericd 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 =2ch year on or bafore the cxpiration 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) fect of the leased premises and completed in the same producing reservoir, or in any
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises.
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the

payment of compensatory royalties can satisfy the obligation to drill offset wells.

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or amy 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
rp8(< Lyisting 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
remiftl lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

-

esss (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 wgh Idcated 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 hercunder 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 Lesses 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 lcased 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 fect of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the starutory 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 Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause,
from conducting drilling and reworking 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
Original filed in
Reeves County

Nl




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 Lessce 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
descrihed 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 s0il 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. Lessece 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. Lessce shall pay the owner of the soil for damages caused by its operations to all personal property, improvements,
livestock and crops on said land.

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

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

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoipg, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spitlage, s&epage or ground warer contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollu t a.nd shall be responsibic for all damage to public and private propertics.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
ancnan guterics 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’ plu 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 ncar its original
con.dm.nd 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 uftless 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 g=*ifHgying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
Land ©ffice®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, 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 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 10 the owner of the soil if the assignee is:

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

(3) a parmership in which the owner of the soil is a parmer or is an employes of such a partership;
(4) a principal stockholder or employee of the corporation which is the owner of the soil;
(5) a partner or employec in a partnership which is the owner of the soil; _
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(6) afiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the

owner of the soil; or

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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessce may at any time exccute and deliver to the owner of the soil
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and be
_ 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 concemning 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 conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lesses 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 Lesses 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.

«®e"% ¢33 LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by thisYase 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
Sta®*i%ddition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express contractual lien on and security
intef3t in4ll 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
proce®ds 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
suc}l.lns;@ 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 L&ssor 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 activitics upon the above-described property or from Lessee's acquisition of
l.hislm:.o ghould the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
hercige

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 cither of them upon the same terms as shall be approved by the School Land
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural
Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, partners, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lessee on the leased premises
hereunder, or that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including attomneys’ fees and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all
environmental laws; those arising from or in any way related to Lessee’s operations or any other of Lessee’s activities on the leased premises; those arising from
Lessee’s use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officers, employees. and agents in the same manner provided above in connection with the activities of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,
CONCURRENT, ACTIVE, OR PASSIVE.



36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other eavironmental 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 “Hazardoys
Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et 5¢q.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), exczpt ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATIC! CF THZ FCREGCING PRCIIIDITION =
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 (I) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS 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 cenified copy of this lease (which is made and centified by the County Clerk from his records) is filed in the General Land Office in accordancs 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.

L A

ot LESSEE A/
< 4 BY: CLAY JOHNSON
IR TITLE:

DATE: 7 y’ (7})

STATE OF TEXAS

BY:
Individually and as agent for the State of Texas

REOPerty

STATE OF TEXAS STATE OF TEXAS

BY: BY:
Individually and as agent for the State of Texas Individually and as agent for the State of Texas

Date:

Date:

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




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 purposcs and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

Given under my hand and seal of office this the day of , 19
Notary Public in and for
STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF,

known to me 10 be the person whose name is subscribed to the foregoing of

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

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

Notzryul:-‘u‘[:rlic in an

L L O

DIANE H. TERSERO
Notary Public

STATE.QF @d&[) STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)

. q ' &< My Comm. Exp. 03/18/2000
colNi or_~ Kooy R R v
Before me, the undersigned authority, on this day personally appearcd Douglas Alfred Miller,

assess dealing in his sole and separate property
knowh to me to be the persons whose names are subscribed to the forg2oing instrument, and acknowledged to me that they executed the same for the purposes and

consideration therein expressed. s m
* Given under my hand and seal of office thigthe ] \ day o v) ‘b't , 19 qg
= TEL]
. " -~ I/ ()
¢/

DIANE H. TERSERD. }
(INDIVIDUAL ACKNOWLEDGMENT)

Notary Public
STATE OF TEXAS

My Comm, Exp. 03/ 18/2000
~ Y Yy CLAY JOHNSON

STATE OF TEXAS

COUNTY OF MTDLAND

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

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

consideration therein expressed. LJ
Given under my hand and seal of office this the . day of WVJ - 19 q Y
FrIo eI alpe
Notary Public in and for 7:%“0

A,

MONICA MARLOWE
NOTARY PUBLIC
State of Texas

e NN

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




EXHIBIT "A"

~ ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JUNE

. e
e &
- =%

LA LAY
. &

24, 1998, BY AND BETWEEN DOUGLAS ALFRED MILLER AS LESSOR, AND CLAY JOHNSON,
AS LESSEE, AND COVERING ALL OF SECTION 4 AND 9, BLOCK 58, PUBLIC SCHOOL LAND
SURVEY, REEVES COUNTY, TEXAS.

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

I \1E OF TEXAS
cC :\,\1‘: Oi-REEVEs zmumm&ﬁmw

for said County and&mc?)hnﬁumﬂyﬁm mia

4;,

u:u:u

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

NI

M- /oo 8
GARRY MAURO Poid-u 0
COMMISSIONER MEMORANDUM
DATE:  14-Aug-98
TO: Garry Mauro, Commissioner
Spencer Reid, Senior Deputy Commissioner
FROM: Robert Hatter, Director of Mineral Leasing
Peter Boone, Chief Geologist
RE: Relinquishment Act Lease
Applicant:  Clay Johnson
County: REEVES Base File #: 135680
Section: 4 Block: 58 Abstract: 4529
Survey: PUBLIC SCHOOL LAND
Prim. Term: 5 years Bonus/Acre $50.00
Royalty: 3/16 Rental/Acre $1.00
Consideration .
Recommended: (152 /0 03

Not Recommended:

Comments:

Lease Form

Recommended: 5/10/5 €
Not Recommended:

Comments:

Spencer Reid, Senior Deputy

Recommended: : Z&_

Not Recommended:

Garry Mauro, Commissioner

Approved:
Not Approved:

Date: 4-16-4f

Date:




. TEXAS GENERAL LAND OFFICE

GARRY MAURO

COMMISSIONER MEMORANDUM
DATE:  04-Aug-98

TO: Garry Mauro, Commissioner

Spencer Reid, Senior Deputy Commissioner

FROM: Robert Hatter, Director of Mineral Leasing M’ /000 737 y
Peter Boone, Chief Geologist

RE: Relinquishment Act Lease

Applicant:  Clay Johnson

County: REEVES Base File #: 135680
Section: 4 Block: 58 Abstract: 4529
Survey: PUBLIC SCHOOL LAND
Prim. Term: 5 years Bonus/Acre $50.00
Royalty: 3/16 Rental/Acre $1.00

Consideration

Recommended: ’,__ 5
Not Recommended:
Comments:

Lease Form

Recommended: _/44/ $/5 /74
Not Recommended:
Comments:

Spencer Reid, Senior Deputy Date: 2’/ 7/ 724
Recommended:  <y)C

Not Recommended:

Garry Mauro, Commissioner Date:

Approved: '
Not Approved:
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Transaction # 2729
Lessor- Miller, Douglas Alfred

Lessee: Clay Johnson

LEASE DESCRIPTION
County Basa File No

Reeves SR 135680
e R 1

TERMS OFFERED

Primary Term: Syears
Bonus/Acre: $50.00 |
Rental/Acre: . $1.00
Royalty: 3ne

COMPARISONS
MF # Lessea

RAL REVIEW SHEET

Geologist: L. Collier

Lease Date: 6/24/98 Uk
Acres: 320

Part Sec. Block Twp Survey Abst#
ALL A 4 58 00 PUBLIC SCHOOL LAND 4529
ALL 9 58 00 PUBLIC SCHOOL LAND 5039

TERMS RECOMMENDED

Primary Term S years

Bonus/Acre $50.00

Rental/Acre | $1.00 |

Royalty 3/16 |

Dats Term  Bonus/Ac.  Rental/Ac.  Royalty  Distance

Comments: |Paid up rental. See: Douglas Alfred Miller, Independent Executor of the Estate of Marguerite Edith Miller,

Dec'd. Gross acreage 1280.

)
7

Approved: (- S/0 2

Friday, August 14, 1998

Last Lease



R Mews S5



Texas General Land Office Stephen F. Austin Building

i - 1700 North Congress Avenue
Garry Mauro, Commissioner Auslin, Texas 78701-1495

‘ (512) 463-5001

<=

August 14, 1998

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

Re: RELINQUISHMENT ACT LEASE NO. M-100098
All Sec. 4 & 9, Blk. 58, PSL
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-100098. Please refer to
this number in all future correspondence concerning the lease.

Your remittance of $16,125.00, Eas 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,

s R

Drew Reid ¥ Caveus w‘w.wm 2M‘«C-

Minerals Leasing
Energy Resources
(512) 475-1534

DR:MT:mrg

ﬁ/}ns-‘ H 2655

Printed on recycled paper with soybean ink
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ACQUISITIBEINASSIORER OF THE GENERAL LAND OFFICE

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

. consideration due the State of Texas
for Oil and Gas Lease dated 05/19/98
from the State of Texas by Agent,
W.W. Oatman, Lessor, in favor of Clay Johnson, Lessee,
covering All of Section 4 and All of Section 9,

Block 58, PSL, Reeves County, Texas.

*e aw
.

o 110

6/26/98

* on
. .
. s
teee
LI
e .

L]

LA LN ]
. .
e

Checking Lease Bonus

TITAN RESOURCES, L.P.
ACQUISITEHNINRSSIOIRER OF THE GENERAL LAND OFFICE
PARAGON #299:1ease Bonus Payment in full of the 1/2 of lease bonus

consideration due the State of Texas
for Oil and Gas Lease dated 05/19/98
from the State of Texas by Agent,
W.W. Oatman, Lessor, in favor of Clay Johnson, Lessee,
covering All of Section 4 and All of Section 9,
Block 58, PSL, Reeves County, Texas.

6/26/98

Checking Lease Bonus (/"tj‘],\__t.aé 5 / Sﬁ P
- 255 ]
lgn—> ' i S 7
i Cpe y —C7HOTE -

¢ o7-(0¥T8T7 -

e

001370

)Qs.ooo.oo

98054797

16.000.00

001970

16,000.00

16,000.00



RAL REVIEW SHEET

Transaction # 2655 Geologist: L. Collier
Lessor- Oatman, W.W. Leass Date: 5/19/98 Ut
Lesses: Clay Johnson Acrss: 1280
LEASE DESCRIPTION
County BasaFllaNo Part Sec. Biock Twp Survey Abst
REEVES 135680 ALL 4 58 00 PUBLIC SCHOOL LAND 4529
REEVES — 142938  ALL ¢ 9 58 00 PUBLIC SCHOOL LAND 5039
TERMS OFFERED TERMS RECOMMENDED
Primary Term: 5 years | Primary Term 5years
Bonus/Acrg: | $50.00 | Bonus/Acrs | $50.00
Rental/Acre: 100 | Rental/Acrs $1.00
Royalty: 13116 = Royalty 3/16
COMPARISONS
MF # Lesses Date Term Bonus/Ae. Rental/Ac.  Royalty  Distancs

' - _7 S 7; P | Last Leass
A — — __V! l._ = _— e : ~ ——
[ 1L S ) ] -
] — — e —
Comments:
Approved (T ¢

Tuesday, August 04, 1998
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ACQUISITES&&EE/ESE{%%ER OF THE GENERAL LAND OFFICE 8/17/98 0 O 2 3 O 2

PARAGON #299:ease Bonus Payment in full of the 1/2 Lease Bonus 8.640.00
Cani%i%Ftion due the State of Texas
for0fl & [Gas Lease dated 0624/98
from the State of Texas by Agent, Douglas
Alfred Miller, dealing in his sole and separate
property, Lessor, in favor of Clay Johnson,

Lessee, covering All of Sections 4 and 9, b o f“ O U' 2 9 6
Block 58, PSL Survey, Reeves County
- Texas.
.. .o
ae e
.oo. .

|10

L
.O:I::;ki:pg Lease Bonus X&M0.00
TITAN RESOURCES, L.P. 02
ACQUISITICHIRFSSINRER OF THE GENERAL LAND OFFICE 8/17/98 0023
PARAGON #299:Lease Bonus Payment in full of the 1/2 Lease Bonus 8.640.00
Cgmq’ _rﬁgcm due the State of Texas
for[?)i & Gas Lease dated 06/24/98

from the State of Texas by Agent, Douglas
Alfred Miller, dealing in his sole and separate
property, Lessor, in favor of Clay Johnson,
Lessee, covering All of Sections 4 and 9,

- Block 58, PSL Survey, Reeves County
Texas.

Qrp
20 Ji

-~
5

tad
Checking Lease Bonus 8,640.00
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ACQUISITIAS AVISSIORER OF THE GENERAL LAND OFFICE

PARAGON #299:1ease Bonus Payrnent in full of the 1/2 Lease Bonus
q‘y’mon due the State of Texas
for

Qas Lease dated  06/24/98
from the State of Texas by Agent, Douglas
Alfred Miller, Independent Executor of the
Estate of Marguerite Edith Miller, dec'd.,
= Lessor, in favor of Clay Johnson, Lessee,
covering All of Sections 4 and 9, Block 58,
PSL Survey, Reeves County, Texas.

= 170

Checking Lease Bonus
L]

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

PARAGON #299:Lease Bonus Payrncnl in full of the 1/2 Lease Bonus
su:lgr on due the State of Texas
&

for/dﬂ as Lease dated  05/24/98
from the State of Texas by Agent, Douglas
Alfred Miller, Independent Executor of the
Estate of Marguerite Edith Miller, dec'd.,
Lessor, in favor of Clay Johnson, Lessee,

e covering All of Sections 4 and 9, Block 58,

PSL Survey, Reeves County, Texas.

Checking Lease Bonus

002300

8.640.00

8/17/98

f‘;h

Xs.mo.oo

002300

8.640.00

8/17/98

8,640.00
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Texas General
Land Office

David Dewhurst
Commissioner

Stephen F. Austin Building

1700 North
Congress Avenue

Austin, Texas
78701-1495

512-463-5001

January 21, 1999

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

Re: Correction Letter
RELINQUISHMENT ACT LEASE No. M-100098
Secs. 4 & 9, Blk. 58, PSL Survey, Reeves County, Texas

Dear Mr. Ready :

The certified copy of the Relinquishment Act lease covering the above
referenced tract has been approved and filed in our records under mineral file
number M-100098. Please refer to this number in all future correspondence
concerning the lease.

Your remittance of $33,405.00, (correct amount) 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, J
kD A %

Drew Reid
Minerals Leasing

Energy Resources
(512) 475-1534

MT/DR
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Page Entry County / Parish State

001740 REEVES TX

Lease Number Book/Vol

TR299-389-111-001-00 590 305
Texas, et al, acting by and

Lease Date 05/19/98

Lease Name: | Oatman, W.: State of

Legal Description

Block 58, Public School Land Survey

Section 4: All

Section 9

PEQSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100098

S Ak
Account Number Amount

p?“%#
State of Texas ><?20.00

Ge,,r;tﬁ:ral Land Qffice
1700 N. Qqngress Avenue IZL[

Austin, TX 78701

{ “Tian Pedources

CHECK # 100308

RN - Period Beg. 05/19/1999 DELAY RENTAL

Please credit the proceeds
DC NOT RETURN our check, but
further instructions.

for the above described payment.
¢ difficulty of any nature arise,
and advise us as soon as possible for

INSTRUCTIONS .TO DEPOSITORY: You have been designated as depository
thereof to the-parties named and in the amounts indicated. should

make the deposit tojnhe crédit of the party named in a special account,

)

100308
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Lease Number Book/Vol Page Entry County / Parish State
TX299:389—111—001—OO 590 305|001740 REEVES TX
Lease Name: | Ogtman, W.: State of Texas, et al, acting by and Lease Date [ 05/19/98

Legal Description
Block 58, Public School Land Survey
Section 4: All
Section 9: All
8|
|+l ee®
beﬁt”
e /‘:‘ ]\‘
4 \‘] \‘ !
PROSFECT TX2S¢ - PARAGCN INDIAN/ST/FED LSE# M-100098 »
Payee(s) Account Number Amount
State of Texas (j{BZ0.00
General Land Office
1700 N. Congress Avenue A )
Austin, TX 78701 43290
RN es*Period Beg. 05/19/2000 DELAY RENTAL CHECK # 100956

seee
INSTRUCT&ONS TO DEPOSITORY: You have been designated as depository for the above described payment. Please credit the proceeds
ther®28f %o the parties named and in the amounts indicated. Should any difficulty of any nature arise, DO NOT RETURN our check, but
make slse deposit to the credit of the party named in a special account, and advise us as soon as possible for further instructions.

L LI

o e
L]
seee

.
ssese

100956
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Check #102149 .
Property Id / MMS Eff. Date Recording Information oI + _ e*sState County/Parish
TX299-389-111-001-00 05/19/1998 | 06/17/98 BK 590 PG 305 ENTRY 001740 ": il :0. Texas: -.: Reeves
M-100098 £ ke %t 42 8
. LE ™Y
Property Name / Lessor
State of Texas, acting by and through its agent, W. W. Oatman, dealing in his sole and separate property
Property Legal Description
Block 58, Public School Land Survey
Section 4: All
Section 9: All
01036264
(330 °°
Payee Name & Address SSN/Tax Id Number
State of Texas, acting by and through the Commissioner of the General Land Office
1700 N. Congress Avenue Federal Tax Withheld
Austin, TX 78701 0.00
Account Number
|-l ovm
Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
05/19/2001 12 DELAY RENTAL 320.00 0.00
/1] | =t 0.00] 0.00] l
/1 yll [ | 0.00 | 0.00] [
Il Y | | 0.00 | 0.00] |
e
| | 0.00 | 0.00] |
Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds thereof to the parties
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediateN 0 1 O 2 1 4 8



Flle No. ﬁ?f//W?C?
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LA 132

Date Filed: W/ é/ J / f I
%\?ﬁ?ﬁum Commissioner
By -

b S
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Check #9901026
Property Id / MMS Eff. Date Recording Information State County/Parish
TX29%-389-111-001-00 05/19/1998 | 06/17/98 BK 590 PG 305 ENTRY 001740 Texas Reeves e .
M-100098 cese
Property Name / Lessor o
State of Texas, acting by and through its agent, W. W. Oatman, dealing in his sole and separate property S ep
Property Legal Description i -
Block 58, Public School Land Survey o
Section 4: All
Section 9: Al Vs /2] et
/ F ;
v/ P ) &
wre Q*ESO(A(C,QS '3 02031413 K 3020 [
A
Payee Name & Address J SSN/Tax Id Number
State of Texas, acting by and through the Commissioner of the General Land Office
1700 N. Congress Avenue Federal Tax Withheld
Austin, TX 78701 0.00
Account Number
Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
05/19/2002 12 DELAY RENTAL 320.00 0.00
£ | I 0.00] 0.00] |
(& - | | 0.00] 0.00] | "
fid | | 0.00] 0.00] B -
/! | 0.00 | 0.00] | -

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceeds therg‘g Ba]‘zﬁez 6
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediately.
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Date Filc: 7'77?‘9—/0 B

David De ; missioner
By




April 28, 2003 ( M ?(/
; oy
i
J. Robert Ready [/

Pure Resources, Inc.
500 W. lllinois
Midland, Texas 79701

RE: Assignment filing; GLO ID 3826
Dear Mr. Ready,

The General Land Office received the following instrument(s) and has filed
them in the appropriate files. Please see attached “Exhibit A" for
reference.

Partial Assignment of Oil and Gas Leases, executed July 3, 2001
From Mobil Producing Texas & New Mexico Inc., as Assignor, to
Pure Resources, L.P., as Assignee.

Filing fees of $375.00 were received in connection with the above lease. If you
have any questions, please feel free to call me at (800) 998-4GLO, or at my
direct number at (512) 463-6521.

o

Beverly Boyd
Mineral Leasing
Energy Resources
512-463-6521

Sincerely,



Exhibit "A"

GLO ID County Lease _
Reevay MF100098 L~
it MF100100 v/
Powie MF100152 &~
Revvis MF100233 L~
Reeves MF100418 L~
Boovay MF100420 W
Rueves MF100497

Monday, April 28, 2003



runee NLovunNuico, L.r. UU { UUb
ACQUISITIOBTKISEIBRER OF THE GENERAL LAND OFFICE 9/24/2001

PARAGON #299:GLO Filing Fee Payment in full of the required Filing Fees for Assignment of 15 75.00
Oil and Gas Leases, as set out in attached letter, covering
various leases in Reeves County, Texas.

[P

Checking Filing Fees 375.00

PURE RESOURCES, L.P. 0 0 7 O 0 5

ACQUIS!T‘SSI&EFIQ&S‘B&ER OF THE GENERAL LAND OFFICE 9/24/2001
PARAGON #299:GLO Filing Fee Payment in full of the required Filing Fees for Assignment of 15 375.00
Oil and Gas Leases, as set out in attached letter, covering
various leases in Reeves County, Texas.

-
L1 L - sse LA
Checking Filing Fees S 2 o8 " S 375.00
. L L L
as @ @ L L
E] - aw L L]



- PURE

" RESOURCES, L.P

September 25, 2001 VIA FEDERAL EXPRESS

Mr. Drew Reid

Texas General Land Office

Stephen F. Austin Building, 6" Floor
1700 North Congress Avenue
Austin, Texas 78701

Re:  Partial Assignment of Oil and Gas Leases
covering lands in Reeves County, Texas
Paragon Prospect No. 299

Dear Mr. Reid:

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

1. Certified Copy of Partial Assignment of Oil and Gas Leases from the Reeves County Clerk’s
Office, executed July 3, 2001, but effective as of the date of each lease, by and between the
State of Texas acting by and through its Agents. Please see the attached schedule for
complete description of said leases.

2. Pure Resources, L.P., Check No. 7005 in the amount of $375.00, which represents the $25.00
required filing fee for each of the 15 Oil and Gas Leases listed on the attached schedule.

Please acknowledge receipt of the enclosed copies of Assignment and filing fees by signing, dating
and returning one (1) copy of this letter in the enclosed self addressed stamped envelope. Thank you
for your continued cooperation and courtesy in this matter.

Should you have any questions or concemns, please do not hesitate to contact the undersigned. Thank
you for your cooperation and courtesy in this matter.

Very truly yours

/ Robert Rea
Landman
JRR/slk
Enclosures

500 West lllinois ~ Midland, exaS #%701e«0ffits*915.998.8600  web: www.pureresources.com



Mr. Drew Reid

Texas General Land Office
September 25, 2001

Page 2

RECEIVED THIS THE DAY OF , 2001

TEXAS GENERAL LAND OFFICE

By:

DREW REID

sew . L] LR .e
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'9/25/01

Reeves Co., TX - Lease Schedule

LEASE
NO.

LESSOR

‘TYLER, GARLAND ALLEN AND
WIFE, BEVERLY A. TYLER,

| LEASE

 LESSEE  DATE

| RECORD |
| BK

'BLK/

'SEC/

PG TWF LGE SURV TR

PROPERTY
DESCRIPTION

AGENT FOR THE STATE OF 5 ALL, S&E NW/ANW/4 &
TX299-389-082-  TEXAS CLAY SI2NE/4:
|001-00 (M-100100) JOHNSON| 05/04/98 | 589 486 58 PSL |10 (WI2NW/4SW/4
SAUL, SHERRY TYLER, A
\/ MARRIED WOMAN DEALING IN
HER SOLE AND SEPARATE
PROPERTY, AGENT FOR THE 5 ALL SRE NW/4NW/4,
TX299-389-082- | STATE OF TEXAS |CLAY ‘ SI2NE/4
002-00 (M-100100) |JOHNSON| 05/04/98 | 589 | 476 58 |PSL 10 W/2NW/4SW/4
. MCADAMS, LILLIE MAE,
' INDIVIDUALLY AND AS
' \/ INDEPENDENT EXECUTRIX OF
! THE ESTATE OF VICTOR J.
McADAMS, DECD., AGENT FOR
TX299-389-082- | THE STATE OF TEXAS CLAY ALL S&E NW/4NW/4,
003-00 (M-100100) JOHNSON| 05/04/98 589 | 514 58 |PSL 5 SI2NE/4
LAYFIELD, JOHN W. AW SIBYL
\/ |EAVES LAYFIELD, AGENT FOR
TX299-389-082- | THE STATE OF TEXAS CLAY ALL S&E NW/4NW/4,
|004-00 (M-100100) JOHNSON| 05/04/98 = 589 | 505 58 PSL 5 S/2NE/4
HORTON, RUTH CATHEY, A
~ 'WIDOW, AGENT FOR THE STATE
TX299-389-082- | OF TEXAS CLAY
005-00 (M-100100) |JOHNSON| 06/02/98 591 356 58 PSL 5 ALL S&E NW/4NW/4
/MCADAMS, EDNA MARY, A ‘
_/ \WIDOW, AGENT FOR THE STATE|
TX209-389-082- | OF TEXAS CLAY ALL S&E NW/4NW/4,
006-00 ‘(M-100100) IJOHNSONI 05/04:'93_ 589 | 466l | 58 ‘PSL 5 S/2NE/4
WHITEACRE, BILL, AGENT FOR
TX200-389-082- | | THE STATE OF TEXAS CLAY ALL S&E NW/4NW/4 &
007-00 (M-100100) |JOHNSON| 10/23/98 | 508 7 58 PSL 5 S/2NE/4
. OATMAN, W. W., AGENT FOR
TX299-389-111- | THE STATE OF TEXAS CLAY
001-00 (M-100098) JOHNSON  05/19/98 = 590 | 305 58 PSL  |4ANDO ALL
/MILLER, DOUGLAS ALFRED,
' AGENT FOR THE STATE OF
TX299-389-111- | TEXAS CLAY
002-00 (M-100098) JOHNSON| 06/24/98 592 623 58 PSL |4 ANDQ ALL
ESTATE OF MARGUERITE EDITH
‘ IMILLER, DECD, DOUGLAS
| ALFRED MILLER, EXEC., AGENT
TX299-389-111- | FOR THE STATE OF TEXAS CLAY
003-00 (M-100098) JOHNSON| 06/24/98 | 592 ' 605 58 [PSL 4 AND S ALL
| |
- | PURE
' RESOURC|
ES,L.P. &
MOBIL
/ PRODUCI
v NG
TEXAS
" : AND NEW
Tx299-389-111- |/ LOCGE MEXICO,
003-00 IMILLER, DAVID ALLEN INC. 06/24/98 | 626 | 879 58 PSL  4ANDY ALL
‘ PURE
J RESOURC
ES, LP. &
MOBIL
PRODUCI
NG
1 TEXAS
> . o oD MEW e eas .o
TX209-389-111- joceqe Melch, [ 28 o e
|003-00 MILLER, DEENA ANN wcs o * 08Md 626 s8dr 58 PSL |4ANDY ALL
L L vy w L]
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" 9/25/01 Reeves Co., TX - Lease Schedule

LEASE |  LEASE  RECORD  BLK/ 'SEC/ .~ PROPERTY
NO. | LESSOR | LESSEE = DATE BK | PG TWF LGE SURV TR DESCRIPTION
/ BLAKE, JACK E. ET UX CAROL JO 592 699
L BLAKE, AGENT FOR THE STATE AME = ND
TX299-389-190- | OF TEXA# CLAY 600 | 404
000-00 _(M-100152) JOHNSON 07/07/98 | 639 520 58 PSL 10 E/2 OF NW/4 OF SW/4
J TEXAS GENERAL LAND OFFICE/ 5 S
SCHOOL LAND BOARD
TX299-389-234- MGL NO. 1759
000-00 (M-100418) TITAN 10/06/98 | 598 | 22 | 58 |PSL 5 NW/4 OF NW/4
TEXAS GENERAL LAND OFFICE/
SCHOOL LAND BOARD
TX299-389-236- MGL NO. 1761
1000-00 (M-100420) [TITAN  10/06/98 | 598 | 34 | 58 |PSL | 10872 OF SW/4
THE GEORGE W.

BRACKENRIDGE FOUNDATION,
LEROY G. DENMAN, JR.,
GILBERT M. DENMAN, JR. &

/

JOHN H. MOORE, CO-TRUSTEES, 39 ALL
AGENT FOR THE STATE OF TITAN 43 ALL
TX299-389-313- |TEXAS RESOURC 44 ALL
|000-00 |(M-100233) |ES 12/02/98 | 800 634 57 PSL 45 ALL

| TRUSTEE OF THE RUTH
NORTON HARDER TRUST,
AGENT FOR THE STATE OF

TX299-389-330- |TEXAS CLAY
000-00 (M-100497) JOHNSON ' 10/22/98 | 603 763 58 |PSL 3&MN1 ALL
aee - - LE L LR
P .. .
. 0. .. ..
* o s s ss » " e
s o » « e . ..
. . e . .
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FILE # 2384

PARTIAL ASSIGNMENT OF OIL AND GAS LEASES

STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS
COUNTY OF REEVES

THAT, MOBIL PRODUCING TEXAS & NEW MEXICO INC., whose address is P. O. Box
2180, Houston, Texas 77252-2180, hereinafter referred to as “Assignor”, for and in
consideration of the sum of Ten Dollars ($10.00) and other good and valuable consideration,
the receipt and sufficiency of which is hereby acknowledged, does hereby bargain, sell,
transfer, assign and convey to PURE RESOURCES, L.P., whose address is 500 West
lllinois, Midland, Texas 79701, hereinafter referred to as “Assignee”, all of Assignor’s right,
titte and interest in and to those certain Qil, Gas and Mineral Leases, and Qil and Gas
Leases, described in Exhibit “A” to this Assignment (including all corrections, amendments or
ratifications, if any, to such leases, whether or not listed herein), hereinafter referred to in the
singular as a "Lease” and hereinafter collectively referred to as the “Leases”, which cover
certain lands located in Reeves County, Texas, more particularly described on said Exhibit
“A", hereinafter referred to as the “Lands”.

Assignor shall warrant title to and forever defend title to the Leases against every person
claiming the Leases by, through or under Assignor, but not otherwise. Except as otherwise
stated in this Assignment or Exhibit “A” hereto, Assignor covenants that the Leases herein
conveyed are free of any liens or encumbrances created by, through or under Assignor.

This Assignment shall be binding upon and will inure to the benefit of Assignor and Assignee
and their respective successors and/or assigns.

This instrument is executed on the date of the acknowledgments below, to be effective for all
purposes as to each Lease on that date.

ASSIGNOR: MOBIL PRODUCING TEXAS & NEW MEXICO INC. ..H[’

/QQ )

By~ é‘t

/Jom‘u{callogly, YT ey A
A

ASSIGNEE: PURE RESOURCES, L.P., by and through its
General Partner, PURE RESOURCES I, INC.

J

By: /“' 4{’{“*
ohn Lodge; torney in-Fact

gﬂﬂ

Frue and Correet

copy of
QOriginal filed in
o e L . RBBVBS County
I IO A Clerks Office -
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STATE OF TEXAS §

§
COUNTY OF HARRIS §
On this /- : day of .ﬁ'/y , 2001, before me, the undersigned, a
Notary Public in and for said Cdunty and State, personally appeared John R. Gallogly
known to me to be the person whose name is subscribed to the foregoing instrument and

acknowledged to me that he executed same in his capacity of Attorney-in-Fact of MOBIL
PRODUCING TEXAS & NEW MEXICO INC.

Witness my hand and official seal.

March 08, 2005

DAVID M. FRAZIER T // —
Notary Public, - o =5
Y Nemybunie Snci e (| ="

Printed Name: l

Notary Public in and for the State of Texas
My Commission Expires:

STATEOFTEXAS §

§

COUNT §
On this ay of , 2001, before me, the undersigned, a
Notary * Public in for said County and State, personally appeared

, known to me to be the person whose name is
subscribed to the foregoing instriment and acknowledged to me that s/he executed same in
capacity of of PURE RESOURCES,

L.P.
Witness my hand and official seal.

\\\
Printed :
Name:
Notary Public in and for said County\aﬂ.d\State
My Commission Expires: \
e
B e o T s s R ‘
True and Gerreét
ass o s ses e Copy Of
HEEE S IUCRE T Originali filed in
:. .o. P .o. .u. Heeves County

Clerks Office
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STATE OF TEXAS )4
)
COUNTY OF MIDLAND ) §

Ihc foregoing instrument was 4Lknuwlcdgcd before me this 4 = d.:y of
e S , 2001, by John Lodge, as Attorney-in-Fact of PURE RESOURCES [, INC,,
laware Corporauon on behalf of said corporation, as general partner of PURE

REbOURCES L.P., a Texas Limited Partnership.

/gm K b()cm«t/u/‘._

tary Public, State of Texas

My Commission Expires: Q/ZU /200%

LISA R WoR
NOTARY PUL’I..‘féN
G State of Texas

Comm, Exp. 09-20- 20

True and Correct

copy of
- T Original filed in
IR AR Reeves County
gee e L see e Clerks Office
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A

l;",
o'

EXHIBIT "A"
ATTACHED TO AND MADE A PART OF

THAT CERATIN PARTIAL ASSIGNMENT OF OIL AND GAS LEASES

DATED JULY 3, 2001

BY AND BETWEEN MOBIL PRODUCING TEXAS & NEW MEXICO INC.

L

AND PURE RESOURCES, L.P.
[
MOBIL LEASE | TITAN LEASE LESSOR LESSEE | LEASE DATE 'RECORDED Lands
TX-55581-A |389-100-001 |FERGUSON, DOROTHY JEAN CLAY 05/22/1998 590 138 Fee ‘
JOHNSON
TX-55581-B |389-100-002 |WHITE, DANIEL JOE CLAY 06/04/1998 593 14 Fee
JOHNSON
TX-55581-C |389-100-003 |ARMSTRONG, BARBARA JOY CLAY 06/04/1998 593 10 Fee
JOHNSON
TX-55581-D |389-100-004 |AMBURGEY, SMITHIE JOY CLAY 06/03/1998 593 36 Fee
JOHNSON
TX-55581-F |389-100-005 |WHITE, LILA B. BY BARBARA JOY CLAY 06/04/1998 593 12 Fee
ARMSTRONG, AS AGENT & JOHNSON
ATTORNEY-IN-FACT
TX-55581-E |389-100-006 |TRIPP, THE ESTATE OF GEORGE, CLAY 05/22/1998| 593 55 Fee
DEC'D, BY TOBY TRIPP, EXECUTOR  |JOHNSON
TX-55607-A |389-111-002 [MILLER, DOUGLAS ALFRED, AGENT  [CLAY 06/24/1998| 592 623 MC
FOR THE STATE OF TEXAS JOHNSON (RAL)
MF | 0eo 9B
TX-55607-B |389-111-003 |ESTATE OF MARGUERITE EDITH CLAY 06/24/1998 592 605 MC
MILLER, DEC'D, DOUGLAS ALFRED JOHNSON (RAL)
MILLER, EXEC. AGENT FOR THE
Mm¥ \btoq @ STATE OF TEXAS
TX-55607-C [389-111-001 |OATMAN, W. W. CLAY 05/19/1998 590 305 MC
JOHNSON (RAL)
M Fl10006098
TX-55796 389-190-000 |BLAKE, JACK E. ET UX CAROL JO CLAY 07/07/1998| Orig. Orig. MC
BLAKE, AGENT FOR THE STATE OF JOHNSON 592 699 (RAL)
TEXAS Amend | Amend
600 404
mFlp0152
TX-56269 389-330-000 |HUNTINGTON NATIONAL BANK, TR. CLAY 10/22/1998 603 763 MC
OF THE RUTH NORTON HARDER TR., [JOHNSON (RAL)
AGENT FOR THE STATE OF TEXAS
M 100Y4]
TX-56146 389-313-000 |THE GEORGE W. BRACKENRIDGE TITAN 12/02/1998| 600 634 MC
FOUNDATION, BY LEROY G. DENMAN, (RAL)
FR., GILBERT M. DENMAN, JR. & JOHN
H. MOORE, CO-TRUSTEES, AGENTS !
FOR THE STATE OF TEXAS
MF 100233
Mcllvain 1of2 ‘
B o True and Correct:
copy Ot
- 0]
E I N Original filed in
- L
R Reeves County
L]

Clerks Office
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| TX-55573-C [389-082-001 [TYLER, GARLAND ALLEN AND WIFE, [CLAY 05/04/1998] 589 486 MC
MNEVvoo 100 BEVERLY A. TYLER JOHNSON (RAL) -
TX-55573-D |389-082-002 [SAUL, SHERRY TYLER, AMARRIED  |CLAY 05/04/1998] 589 476 MC
WOMAN DEALING IN HER SOLE AND  [JOHNSON (RAL)
MEbS100 SEPARATE PROPERTY
TX-55573-A |389-082-003 [MCADAMS, LILLIE MAE, INDIVIDUALLY |CLAY 05/04/1998[ 589 514 MC
AND AS INDEPENDENT EXECUTRIX  |JOHNSON (RAL)
OF THE ESTATE OF VICTOR J.
MCADAMS, DECEASED
MELoD [0°
TX-55573-B |389-082-004 |LAYFIELD, JOHN W. A/W SIBYL EAVES |CLAY 05/04/1998| 589 505 MC
LAYFIELD JOHNSON (RAL)
M j00 |60
TX-55573-E |389-082-005 |HORTON, RUTH CATHEY, AWIDOW |CLAY 06/02/1998| 591 356 MC
JOHNSON (RAL)
M [ 1570, 00
TX-55573-F |389-082-006 |MCADAMS, EDNA MARY, AWIDOW  |CLAY 05/04/1998| 589 466 MC
JOHNSON (RAL)
ME 180162
TX-55573-G |389-082-007 |WHITEACRE, BILL, AGENT FOR THE |CLAY 10/23/1998| 598 7 MC
STATE OF TEXAS JOHNSON (RAL)
m i1 00|62
TX-56070 [389-234-000 |TEXAS GENERAL LAND TITAN 10/06/1998] 598 22 State Fee
OFFICE/SCHOOL LAND BOARD MGL (GLO)
NO. 1759
_MEJ_OL"{_LB
TX-56072 |389-236-000 |TEXAS GENERAL LAND TITAN 10/06/1998] 598 34 State Fee
OFFICE/SCHOOL LAND BOARD MGL (GLO)
VB /00420 NO. 1761
Mcllvain 20f2

: ANY PROVISION HEREIN WHICH RESTRICTS THE SALE. RENT, DO 2
OR USE 8F THE DESCRIBED REAL PROPERTY BECAUSE OF coA:Em 98 3 G
O RACE S INVALID AND UNENFORCEABLE UNDER FEDLFAL ® < (g o
5 = @ O3
FILE NO. 2384 gg%g g}
20D e
FILED Q -
FOR RECORD ON THE 23RD . DAY OF_AUGUST __ A.D. 2001 AT 3:49 p, 8 55 5';
DULY ; -t
RECORDED ON 24TH DAY OF AUGUST A.D. 2001 AT 9:30 A. M e =
. 9:30 A, n.
. BY: /
42 DEPUTY DIANNE O. FLOREZ, COUNTY CLERK
43¢ %, %, %vs  _“eREEVES COUNTY, TEXAS
3 o« 0 . e L] e
. L e ar » - 8
.e . 8 . ¢ 0 . 9
- L ] .w . -
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Patterson, Commissioner

UNTZ PN S

1E /6009 F

—

(0.2 &ﬂ YWt

Jerr

File
Date Filed:

By

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is @ full, true and comect photographic Y of the
original record now in my lawiul custody and possession, 88 the gai.\e is
fiedirecorded in the public regords of m¥a51 : L 640
PAGE_269.TH 2730 FICIAL PUBLIC

. gTH AUGUST 2001

ANNE O. FLOREZ, COUNTY CLERK

R :‘:.__ ol
] REE\[E}QOUNTY.
¥ 8y DEPUTY




