STATE LEASE MF100170

# LeaseDate Acres Status CONTROL BASEFILE COUNTY ;;;
A Aug 14 1998 524.80 ACTIVE 07-22811 139458 - CULBERSON /055 %
B Aug 14 1998 262.40 ACTIVE 07-22820 139459 - CULBERSON /055 —
C Aug 14 1998 230.40 ACTIVE ==
D Aug 14 1998 262.40 ACTIVE SURVEY : PUBLIC SCHOOL LAND =
BLOCK : 53 =
TOWNSHIP : 00 =
SECTION/TRACT: 29,37 ===
PART :
ACRES : 1280.00 g
DEPTH LIMITS : NO :
Rentals: W LESSEE : JOHNSON, CLAY
LEASE DATE : Aug 14 1998
Lease PRIMARY TERM : 5 vyrs
Admin: BONUS ($) : 0.00
RENTAL ($) : 0.00
Mineral ROYALTY : 0.18750000

VAR ROYALTY

Maps:
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ATTEST: -

. . - mm' TY CLERIR
e General Land Office :
Relinquishmnt Act Lease Form

Revised, September 1997

PAID UP )
OILAND GASLEASE - BE LER
msacnmrrumwwmdmm _Amf_t bme:nmestmoﬁmmsbrnduumgm
agent,_Rita Reed George, deallng in her sole and separate property
P.0. Box 310, Bagstrap, TX 786072
said ageat -
(Give Permanent Address)
herein referred to a5 the owner of the soil (whether one or more), and on
203 W, -Wall, Suite 800 of
Midland, TX 79701
(Give Permanent Address)

hereinafter called Lesses,

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants andagreemmtstobcpnd.kcptmdpcrﬁ:mgdby
Lessee under this lease, the State of Texas acungbyandthmugh 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
thercon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in Culberson County, State

of Texas, to-wit

Block 53, Public School Land Survey

Section 29: All
Section 32: All

containing__1 , 280 acres, more or less. The bonus consideration paid for this lease is as follows:

TotheState of Texas:_ Fourteen Thousand One Hundred Sixty-nine and 60/100
Doilars (S 14,169.60 k]

To the owner of the soil:_Fourteen Thousand One Hundred Sixtv-nine and 60/100

Dollars(5_14,169,.60 =)

Total bonus consideration: Twenty-eight Thousand Three Hundred Thirty-nine & 20/100
Dollars (S 28.339.20 )

The,toga] benus consideration paid represeatsabonusof  Fiftv-four and No/100-——-c e e —— — ————
= Dollars (S 54 .00 ) perace,0n _524 , 8 net acres.

v

.. .:. TERM. Subject to the other provisions in this I::Lsc this lease shall be for a term of

chmi‘ called "primary term®) and as long thereafter as oil and gas, or either of them, is produced in paying quantities Som said land.
As used i in this lzase, the term “producsd in paying quantities” means that the receipts fom the sale or other authorized commersial use of the substance(s) coversd

excetd Bltof pocket perational for the ths last past.
*See’ Ekhﬂng "Ao" gptf:;s:cﬁedm%} Pd Up Delay Rental Provision sho'ﬁm as Paragraph #40

Five (5) years  fomthisdaz

on or before suchanaj
the o Bank,

at__eses, e , or its succsssors (which shall continue as the depository regardless of changes in the ownership of
ition, Lesses shail pay or tender to the COMMISSICNER OF THE GENERAL LAND OFFICE OF THE STATE OF
said date. Paymeats under this paragraph shall operatz as a rental and shall cover the privilege of defeming
Payments under this paragraph shall be in the following amounts:

said Jardy, the amount specified below,

.o
the c?mm.enc:memafa well for one (1) year fom said

To the owner of the soil:

Collars ($ = b
To the State of Texas: R

Dollars (S e
Total Rental: ——

Dollars (S

In a like manner and upen like payments or tenders annually, the commencement of a well may be further deferred for successivepedods of cne (1) year gach 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 Lessce, or any assignz=-af this lease, and may ‘;‘
detivered on or before the rental paying dats. If the bank designated in this paragraph (or its successor bank) should cease to exist, suspend business, liquidass, fail of
be suc.:-d::l by mozher bank, or for any reason fml or refuse to acc pt rental, L:.sse. shall act be he'd in dcfaul: for fz.x[u:e to make such pay-mem.s or
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pon production of oil and/or gas, Lesses agm-:s 1o pay or cause to be paid one-half (1/2) of the royalry
neral Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of

(o YTHUOD,_apences AoVl

5 5 ¥
provided for ﬁ‘ﬁ lease to the Commission
i

MI:

(A_) OLL. 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, distiate, and other liquid hydrocarbons recoversd from oil or gas run through a separator or other equipment, as hereinafter provided, shail be
3/18 part of the gross production or the market valve thereof, at the option of the owner of the soil or the Commissioner of the

General Land OBce, such value to be determined by 1) the highest posted prica, plus premium, if any, offercd or paid for oil, condensate, distillate, or other liquid
hydrocarbons, repectively, of a like type and gravity in the general area where producsd and whea run, or 2) the highest market price thereof offered or paid in the
general area whez produced and when run, or 3) the gross procesds of the sale thereof, whichever is the greater. Lesses agrees that before any gas produced from the
leaszd premises ®sold, used or processed in 2 plant, it will be run free of cost to the royalty owners through an adequatz oil and gas separator of conventional type, or
other equipmenta least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requirement that such gas be run
through a separatr 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 Jared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagaph (A) above, producsd 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 soilar 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 wiere produced and when run, or the gross prics paid or offered to the producsr, whichever is the greater; provided that the maximum pressurs base
in measuring the @s under this lease shall not at any time exce=d 14.65 pounds per square inch absolute, and the standard basz temperature shall be sixty (60)
degrees Fahrenheg 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 mehad 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 extractsd or the market value thereof, at the option of the
owner of the soil mthe Commissioner of the General Land Office. All royalties due herein shall be based on ore hundred percent (100%) of the total plant
production of resifite gas artributable to zas produced from this lease, and on fifty percent (50%), or that percent accruing o Lesses, whichever is the greater, of the
total plant producton of liquid hydrecarbons antributable to the gas producsd from this lease; provided that if liquid hyydrocarbons are recovered from gas procsssed
in a plant in whichLssses (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percemtaccruing to a third party processing gas through such plant under a procsssing agresment negotiated at arm's length (or if thers is no such third
party, the highest greent then being specified in processing agresments or contacss in the industry), whichever is the greater. The respectve royalties on residue gas
and on liquid hydncarbons shall be detzrmined by 1) the highest market pricz paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
general area, or 2)he zross prics paid or offered for such residue gas (or the weightad avarage gross selling price for the respective grades of liquid hydrocarbons),
:hichcv:r is the gzater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have besn duc had the zas not

e<n processed.

(D) OTZER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactursd Som gasé?c:pu'ng liquid hydmca.rb;ns)
whether said gas becasinghead,” “dry,” or any other gas, by fractionating, buming or any other procsssing shall be - 16 part of the
gross production afsuch products, or the market value thereof, at the option of the owner of the soil cr 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 producsd, or 2) on the
basis of the averagrgross sale prics of each product for the same month in which such produc:s are produced; whichever is the greater. ¥

5. MINMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royaltics
paid under this lez= in no event shall be less than an amount equal to the total annual delay rental berzin provided; otherwise, there shzil be due and payabls 6&0?,
before the last dayaf the month succesding the anniversary date of this lease a sum equal 10 the total annual rental less the amount of rovalties paid during th®® *
pressding year. If2aragraph 3 of this lease does not specify a delay reatal amount, thea for the purposes of this paragraph, the delay reatal amount shall bephge ..

dollar ($1.00) per awe. D)

6. ROYALTY IN KIND. Notwithstanding any other provisica in this lease, at any time or fom time to time, the owner of the scil or the Conun.miotcr
of the General Lan#Office may, at the option of cither, upen not less than sixty (60) days notics to the hoider of the lease, require that the payment of any ro# ;
acsruing to such roralty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Offics's right to take its royalty in

kind shall not dimmish or negats the owner of the soil's or the Commissioner of the General Land OfSce's rights or Lessee's obligations, whether express or implied,
L]

under this lease. .
®ene
7. NO IEDUCTIONS. Lesses agrees that ail royalties accruing under this lease (including those paid in kind) shall be withcut deduction for thg gost of
producing, gatherim, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other producy .
her=under ready forsale or use. Lessee agress to compute and pay royaltics on the gross value recsived, including any reimbursements for severance taxeg and oo
production related sosts.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionats share of any fuel usedto
process zas producdd hereunder in any procsssing plant. Nerwithstanding any other provision of this lease, and subject to the written consent of the owner of thf soil
and the Commissianer of the General Land Office, Lessez may recycle gas for gas lift purposes on the leased premises or for injection into any oil or zas producing
formation underlyirg the leased premises after the liquid hydrocarbons contained in the gas have bezn removed; ro royalties shall be payable on the recycled gas

until it is producedand sold or used by Lzsses in a manner which entitles the royalty owners to a royaity 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 foilowing manner:

Payment of royaky 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 1sju=
and must be reczived in the General Land Offics on or befors the Sth day of the second month suceszding the month of production, and royalty on 2as 1S duc-annh
must be received inthe General Land Office on or before the 15th day of the second month succzeding the menth of production, accompanied by the affidavit ‘(:‘oncof
owmer, manager orather authorized agznt, completed in the form and manner prescribed by the General Land Offics and showing the gross amount md d‘sg?ﬂc’smoﬂ
all cil and gas prodiced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross producticn, disp



and market value including gas meter readings, pipeline receipts, gas line reczipts and other checks or memoranda of amount produced and put into pipelines, tanks,
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and
market value. [n all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be
accompanicd by a deck stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on cach lease, If Lessee pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lessec owes a penalty of 5% on the royalty or
$25.00, whichever s greater, A royalty psyment 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 penaty, royaltics shall accruc interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
AfTidavits and supperting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office adminiszrative rule which is
cfTective on the date when the affidavits or supporting documents were dus, The Lesses shall bear all responsibility for paying or causing royalties o be paid as
prescribed by the due date provided hersin. 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 B¢ date on which royalties were originally due. The above penalty provisions shall not apply in cases of tue disputs as to the State's portion of
the royalty or to thatportion 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 il and gas reserves underlying this lease or allocable W this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemems and amendments (o such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when reczived by the General Land Office shall be beld in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportaton, sale and marketing of the oil and gas produced on said
premises, including e books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject o inspection and
examination by the Commissioner of the General Land Office, the Attomey General, the Governor, or the representative of amy of them. )

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease shall be submitied to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re<ntry, temporary abandonment or plug and abandonment of any well or wells. Such
writter notice to the General Land Office shall include copies of Railioad Cummission forms for application to drill. Copics of well tests, completion reports and
plugging repons shall be supplicd 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 submited to the Texas Railroad Commission or any other governmental
agency shall include the word *Stats” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank baneries or other associated improvements to the land must also include the word *State.® Lessee sball supply the Geaeral Land Office with
any records, memoranda, sccounts, reports, curtings 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 o the total depth of well, of all wells drilled on the above described premises and shall ransmit a rue copy of
the log of each survey on cach 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 Offics 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 Gene

L,

Land Office. ¥

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, duriog the primary term hereof and prior to discovery and production
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or
gas from the leased premises such production thereof should cease from any cause, this lease shall oot terminate if on or before the expiration of sixty (60) days from
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annual delay rentl in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned. or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses 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
prodiicuen 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
prithafeierm hereal, Lassee may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
expigiigs of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure o make such payment, this lease shall ipso facto
terminale. Uf at the expiration of the primary term or any ime thereafter a shut-in oil or gas well is located on the lcased premises, payments may be made in
accordgnce with the shut-in provisions hereof.

e o8
®.%+e12. 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 Jrilling or reworking operations thervon, this lease shall remain in force so lang 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 quanttics from said land, or
P!‘!me.nz of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

™Y L

***13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary tzrm, production of oil or gas from the leased premises, after
once phained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
after sith celsation, and this lease shall remain in full foree and effect for so long as such operations continue in good faith and in workmanlike manner without
interruptions totaling more than sixty (60) days. [f such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and
cfTect for s long as ail or gas is produced from the leased premises in paying quantities or payment of shut-in il or gas well royalties or payment of compensatory
royalties is made as provided hersin 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 [f the Lesses commences additional drilling or rewerking operations within sixty (60) days afler the completion of the well as a dry hole, and this [ease
shall remain in effect 50 long as Lesses continues drilling or reworking cperations in good faith and in a workmanlike manner without interruptions totaling more
than sixry (60) days. Lessee shall give written nctice 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 preducing 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 zqual to double the annual rental provided in the
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. 1f Paragraph 3 of this lease does not specify a delay rental
amoun, then for the purposcs of this paragraph, the delay rental amount shall be one dollar (51.00) per acre. To be efective, cach i‘iwwgu royalty

¥ IT BEARS THE BEAL OF THE COUNTY
;/F

Lo-5 -

ATTEST:
@ UINDA McDONALD, COUNTY CLER
, TEXAS
o . mERUY




must be paid oner before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days °
after Lessee completes a drilling or reworking operation in accordanes 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
8 producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary tevmy, or from the first day of the month
following the menth 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 mare succassive 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 lcass is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in payirg quantities fom a well Jocated within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
cas¢ 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 efective
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 witkin one thousand (1,000) fest 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 Gom 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.
1( the compensatary royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal 1o the
difference within hirty (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 relicve Lesses of the obligation of reasonable development nor the obligation to drill offset
wells as provided in Texas Narural 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 w the contrary, after a well preducing or capable of producing oil or gas has
been completed or 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 therson.

(A) VERTICAL. In the cvent this lease is in forcs and ¢ffect two (2) years after the exriration 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 swrounding 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 pocled unit pursuant to Texas Narural Resources Code  52.151-
52.153, or (3) such greater or |esser 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 bereof, 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 weils for
production purposes. Norwithstanding the termination of this lease a3 10 3 portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingress 1o and sgress rom the lands still subject 1o this lease for all purpeses described in Paragraph 1 hereof, together with easements and rights-of-way for existing
roads, existing pipefines and other existing facilities on, over and across all the lands described in Paragraph | hereof ("the rewined lands®), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

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

covered by this [ease. *s o
0. = L] i -

(C) IDENTIFICATION AND FILING. The surface acreage retained hercunder as to each well shall, as nearly as practical, be in the form of a squars ¥t
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 afterattial ®
terrnination of this lease as provided herein, Lesses shail sxecute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained bereunder, The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescgiped,
by the General Land Office rules in efect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within nincr’JQ‘H"
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may desiznate by written instrument the acreage and/or
depths to be released hersunder and record such instrument at Lessee’s expense in the counfy or counties whers 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 lcase shall relieve Lesses of his obligation oefdt,
the oil and gas under the above-described land from being drained. Lessee, sublessee, recziver or other agent in conwol of the leased premises shall drill as mify *
wells as the facts may justify and shall use appropriate means and drill o a depth necessary o prevent undue drainage of oil and gas from the leased premis@e d o0
addition, if oil and/or gas should be produced in commersial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is Jeing ®
drained by production of il or gas, the Lasses, sublesses, receiver ot 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 quantitics and shall prosecute such drilling with diligencs. 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, Lesses is prevented Som complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or fom 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 abligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants: addiuonally, this lease shall be extended while Lessee is preventad, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas Fom the leased premises. However, nothing in this paragraph shall susp-cr{d the
payment of delay rentals in order to maintan this lsase in effect during the primary term in the absence of such drilling or rewerking operations or preduction of il
or gas.

m@mﬁwﬁsuwuu.nl.
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes of other fiens
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lesses 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 aboye
described land, whether or not Lessee's interest is specified herein, then the royalties and reatal herein provided to be paid to the owner of the soil shal] be paid to him
in the proportion which his intzrest 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 Offics, Lesses or his authorized representative must submit to the Commissioner of the General Land Office 2 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 Lang
Office shall be paid the value of the whole production allocable to any undivided interest not coversd by a lease, less the proportionate development and production
cost allocable to such undivided interest. However, in no cvent shall the Commissioner of the General Land Office recsive as a royalty on the gross production
allecable to the undivided interest not leased an amount less than the value of one-sixtzenth (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 Namral 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,
paymeats that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise seversd, 5o that
payments determined on a per acre basis under the terms of this lease during the primary term shail be calculated based upca 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 covercd by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this leass 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 requestzd by the owner of the soil, Lesses shall bury its pipelines below plow depth.

24. WELL LOCATION LIMIT. No well shall be drilled nearsr than two hundred (200) fe=t 1o any house or bam now on said premises without the
wrintten consent of the owner of the soil. -

25. POLLUTION. In developing this area, Lessee shall use the highest degres of care and all proper safeguards to prevent pollution. Without [imiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities suficient to prevent
spillage, sezpage or ground water contamination. In the svent of pollution, Lessce shall use all means at its disposal to recapture ail escaped hydrocarbens or other
poilutant and shall be responsivic for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pis
and tank baneries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lesses shall fill and level all
slush pits and cellars and completely clean up the driiling site of ail rubbish thereon. Lessee shall, while conducting operations on the leased premises, kezp said
premises fres of all rubbish, cans, boales, paper cups or garbage, and upen completion of operations shall restore the surface of the land to as near its original
condition and contours as is practicable. Tanks and equipment will be kzpt painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesse= shall have the right o remove machinery and fixtures placsd by
Lzgseg g the leased premises, including the right to draw and remove casing, within one hundred tweaty (120) days after the expiraticn or the termination otd}i:
leas® ynjdss the owner of the soil grants Lessee an extension of this 120-day period. However, Lesses may not remove casing fom any well capable of producing oil
and_g3§ in paying quantitics. Additionally, Lesses may not draw and remove casing until after thirty (30) days wrizen notics to the Commissioner of the Genenal
Langd ®ffg= 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 Lesses

uncer the terms of this paragraph.
*+"*@7. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this

. o
lease m3y be assigned, in whole or in part, and the provisions of this lease shail extend o and be binding upon their heirs, devisess, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royaltics will not enlarge the obligations of Lzssez, diminish the rights, privileges
and estates of Lesses, impair the effectiveness of any payment made by Lzssee or impair the effectiveness of any act performed by Lesses. And no change of
divisioh in ownership of the land, rentals, or royalties shall bind Lesses for any purpose untii thirty (30) days after the awner of the soil (or his heirs, dcvisc:s'. legal
reprg®filiyes or assigns) fumishes the Lesses with satisfactory written evidence of the change in ownership, including the original recorded muniments of tite (or 3
certifit8 ¥8py of such original) whea the ownership changed because of a conveyancs. A total or partial assignment of this lease shall, to the extent of the interest
Bsiggtgg.;;ﬂ:ve 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, ttg: right and
opticneto paf 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 assigner or assignes does not file 2
ceriified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminare for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obiigations, liabilities, and penalties owed to the State by the original lesses or any

pricr 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 Offics, this lease is void as of the time of assignment and the agzncy power

of the owner may be forfeited by the Commissioner. An assignment will be treated as if it wers made to the owner of the soil if the assignez is:

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

(3) apartnership in which the owner of the soil is a partner or is an employe= of such a partmership;
(4) aprincipal stockhelder or employee of the corperation which is the rgwru:r of the soil; A CEATIFIED COPY
rnmmmwuma?
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(5) a parmer or employee in a parmership which is the owner of the soil;
ATTEST:
COUNTY, TEXAS
By DEPUTY




(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, recziver, 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, blocd, or adoption. "

23. ELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time exscute and deliver to the owner of the soi

and place of recad 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 pe
relieved of all sulequent obligations as to acreage surrendered. If any part of this lease is properfy surrendered, the delay rental due under this lease shali be reduced-
by the proportiomhiat the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release wily
ot relieve Lessenf any liabilities which may have accrued under this lease prior to the surrender of such acrsags. .

29. FING OF ASSIGNMENTS AND RELEASES. If all or any part of this leass is assigned or released, such assignment or release must be recorded in
!-h= county whershe 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
insyument is recaded, 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 noto filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

30. DACLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument, including the
statement of the Bz consideration to be paid for the execution of this lease and the rights and duties of the partics. Any collatzral agrezments conceming the
deveiopment of diand gas from the leased premises which are not contained in this lease reader this lease nvalid.

31. FIUCLARY 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 Jeased
premises. When® 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. FA&FEITURE. If Lesses shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesses or an authorized
agent should knoungly maks any false return or falss report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required baw and the rules and regulations adopted by the Commissioner of the General Land Offics, or if Lesses should fail to file reponts in the manner
required by law ofiail to comply with rules and regulaticns promulgated by the General Land Offics, the School Land Board, or the Railroad Commission, or if
Lesses should refae the proper authority aczess to the records pertaining o operations, or if Lesses or an anthorized agent should knowingly fail or refuse to give
correct informatiato the proper authority, or knowingly fail or refusz to furnish the General Land Office a correct log of any well, or if Lesses shall knowingly
violate any of thematerial 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
acguired under thidease shall be subject to forfeiturs by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and whaiforfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shail be construed as
waiving the autormic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forieitures may be set aside and this'
lease and all rightshersunder reinstated before the rights of another intervene upon satisfactory evidencs to the Commissioner of the General Land Office of future
compliance with tprovisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LI In accordance with Texas Narural Resources Code 52,136, the State shail have a first lien upon all oil and gas producsd from the area covered
by this lease to seare payment of 1il unpaid royalty and other sums of mcoey that may become due under this leass. By accepiance of this leasz, Lessee grants the
State, in addition mthe lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lizn, an exprzss conmactual liea on and security
interest in all leas@minerals in and extract=d from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds are held gL essee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or procsssing of
such |eased miner® in order to securs the payment of all royalties or other amounts due or to become due under this lease and to sscure payment of any damages or
loss that Lessor masuffer by reason of Lesses's breach of any covenant or condition of this lease, whether express or implied. This liea and security interest may be
foreclosed with orsithout court procs=dings in the manner provided in the Tide 1, Chapter 9 of the Texas Business and Commercs Code. Lesses agrees that the
Commissioner mayrequire Lesses to execut= and record such insquments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lessealfefop?,
represeats that thesars no prior or superior liens arising from and relating to Lessee’s activities upoa the above-described property or from Lesses's acquisitiof 8F ©

this lease. Shouldie Commissioner at any time detzrmine that this representation is not true, then the Commissioner may declars this [ease forfeited as proyi@g*®
. e

her=in.
-

34, PORLING. Lesses is hereby granted the right to pocl or unitize the royalty interest of the owner of the soil under this lease with any other lcgs:&gid
or mineral interzstlr the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Larde ~ i
Board and the Comnissioner of the General Land Office for the pooling cr unitizing of the interest of the State under this lease pursuant to Texas Namral Resources
Code 52.151-52.35. The owner of the soil agress that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Namral

Resources Code E152.

35. INEEMNITY. Lessee hersby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, agenls, | ®
contractors, subcomactors, guests, invitess, and their respective suczessors and assigns, of and from all and any actions and causes of action of every naturg, of dther
harm, including esironmental harm, for which recovery of damages is sought, including, but oot limited to, all losses and expeases which are caused by theee see
activities of Lessesits officers, employess, and agents arising out of, incidental to, or resulting from, the operations of or for Lesses on the leased premises
herzunder, or thatmy arise out of or be occasioned by Lesses’s breach of any of the terms or provisions of this Agreement, or by any other negligeat or strictly llﬂb'|°
act or omission of Bssee. Further, Lasses hersby agrees to be liabie for, excnerate, indemnify, defead and hold harmless the Stats of Texas and the owner of the seil,
their officers, empiyees and agents, their successers or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including f!ﬂlh)-
costs and expensesar other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including atorneys fees and
other legal expenss 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 lawgthose arising from or in any way related to Lesses's operations or any other of Lessee’s activities on the leased premises; those ansing f'?m
Lesses's use of theurfacs 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 o'f this
Agreement or anyaher act or omission of Lessee, its directors, officers, employees, parmers, agents, contractors, subcontracters, guests, invitses, and their "“SP“‘;“
succsssors and assins. Each assignes of this Agresment, or an interzst therzin, agrees to be liakle for, exonerate, indemnify, defend and hold hannle;f,s the State ©
Texas and the owmrof the soil, their officers, employess. and agents in the same manner provided above in connection with the activities of Lessee, its officers.
employses, and agats as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILTIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND wmiog'r REGARD ;ga‘.ﬂ‘
THE CAUSE OREAUSES THEREQR,(EXLLDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PAS
OR PARTIE§M6’§§NG' THE NEGLIGENGE,OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,
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. 36. ENVIRONMENTAL HAZARDS. Lesses shall use the highest degres of care and all reasonable safeguards to prevent contamination o pollution of 3
any environmental medium, including soil, surface waters, groundwater, sediments, and surfacs or subsurface strata, ambieat air or any other environmenta] 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
Substance™ is defincd in the Comprehensive Eavironmental Response, Compensation and Liability Act (CERCLA), 42 US.C. Sections 9601, et s2q.), 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 swored in the usval 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 ma
VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELFEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER., OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOYERNMENTAL -
AGENCY PERTAINING TO HAZARDOQOUS 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 s the
Relinquishment Act, and other applicable starutes and amendments thereto, and if any provision in this lease does not conform o these stanutes, the statutes will
prevail over any nonconforming lease provisions. .

38. EXECUTION. This oil and gas lease must be signed and acknowledgnd by the Lesses before it is filed of record in the county records and in the
General Land Offics of the State of Texas. Ones 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. g :

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commercs Cod:. this lease must be filed of record in the offics of the Counry
Clerk in any county in which all or any part of the leased premises is located, and certified copies therzof must be filed in the General Land Officz. This lease is not
effective until a cenified copy of this lease (which is made and cenified by the County Clerk from his records) is filed in the General Land Office in aczordancs with

Texas Narural Resources Code $2.183. Additionally, this lease shall not be binding upon the Stats unless it recites the actual and Tue consideration paid or premised
for exezution of this lease. The bonus due the Stars and the p ibed filing fe= shall accompany such certified copy to the General Land Office. .
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lfﬂz’i{qﬂk and as :lgémfur the State of Texas Individually and as agent for the State of Texas -
Q%F, dealing in her sole and separate property SSi
Daze:
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.
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Indidualy and as ag=nt for the State of Texas Individually and as agent for the Stats of Texas

Date:
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STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFQRE ME, the undersigned autherity, on this day personally appearsd " .
- L

knownmmemhmcpasonwhmemzismbscﬁbcdmﬁcfc&phgmn ;
adnkmwledgedwme that he executed the same =
for the purposes ad consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. . -

Givenmder my hand and seal of offSics this the day of ;19 =
Notary Public in and for
STATE OF L _ (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

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

known to me to bethe person whose name is subscribed to the foregoing instrument, as
and acknowledged to me that he executed the same
for the purposes ant consideration therein sxpressed, in the capacity stated, and as the act and de=d of said corporation.

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

COUNTY OF f\a < f‘r_ﬁ‘p

Before me, the undersigned authority, o this day personally appeared___Rita Reed George, dealing in

her sole and separate property

known to me o be the perzons whose names are subscrib=d to the foregoing inswumeat, and acknowledged to me thar they exscuted the same for the purposes and
LA

consideration thercinexpressed.
4 Quigust G¥ ect
Given unler my hand and seal of offics this the 9‘4 ™ day of Q ju/u » 1922 e .
—. ) T \ . e
T A Y .1 ;o
S JILL TURNER GREEN | v LA Usms o [}LLM.) oo
MY COMMISSION EXPIRES [} . o 2L,
February 21, 2001 ! Notary Public in and for, s s

STATE OF T-oXas (INDIVIDUAL ACKNOWLEDGMENT) .
COUNTY OF MiMCU\d. '::::‘
¢l cuﬂ_l_ohnson : —Seeese

known to me to be the persons whose names ar= subscribed to the forsgoing instument, and acknowledged to me that they executed the same for the purposes and

consideration thersinexpressed. ‘
Given unéer my hand and seal of offic this the ‘ _day Of%wm/bwe e !: |-19 93 7

Befors me, the undersigned autherity, on this day personally appearcd

—_— PP T OwS

Pt ? et
MONICA MARLOWE  ?  nooory putiic in and for [ oo
NOTARY PUBLIC § :
State of Texas :

<7/ Comm. Exp. 10-30-99
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
AUGUST 14, 1998, BY AND BETWEEN RITA REED GEORGE AS LESSOR, AND CLAY
JOHNSON, AS LESSEE, COVERING ALL OF SECTIONS 29 AND 32, BLOCK 53, PUBLIC
SCHOOL LAND SURVEY, CULBERSON COUNTY, TEXAS.

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

41. If, at the expiration of the primary term hereof, this lease is being held by production or a shut-in
well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or on lands pooled
therewith, or Lessee has completed a well as a dry hole or shall have commenced a well within 180 days
prior to the expiration of the primary term hereof, Lessee agrees to commence a continuous drilling
program on said lands, or on lands pooled therewith, within 180 days after the end of the primary term
hereof or within 180 days after the completion of drilling operations being conducted on said land, or
lands pooled therewith, at the end of the primary term hereof, whichever is the later date; and thereafter
carry on the continuous drilling program until all proration units have been drilled, allowing not more
than 180 days to elapse between the completion of one well and the commencement of the next
succeeding well. Should Lessee fail to commence the continuous drilling program or subsequently default
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby,
save and except for the proration units surrounding each well then producing, capable of producing or
upon which operations are being conducted. The term "proration unit" as used in this paragraph means
any acreage designated as a drilling unit or production unit in accordance with the rules of the Railroad
Commission of the State of Texas. Further, the term "commencement” shall mean that point in time when
the pertinent well is spudded and the term "completion” shall mean the date upon which the initial
potential test report is filed with the Railroad Commission of the State of Texas, if a productive well, or
. «» the date of filing the plugging report with the commission, if a dry hole. Notwithstanding the termination
<*+¢" oOf this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the
s«e*, 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
. s 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.
st
®sese’ In conducting such continuous drilling program, Lessee shall be entitled to accumulate and later use time,
",,.E if any, saved between wells, beginning with the second well under this continuous drilling program. If
*  “onewell is commenced sooner than 180 days after the completion of the last preceding well, the portion
of the prescribed 180 day period not used may be carried forward and added to the period between
subsequent wells.
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1TAN HESUUHUES, L.F.
ACQUISITION CHECKING

COMMISSIONER OF THE GENERAL LAND OFFICE

PARAGON ¥299:Lease Bonus

.

Checking Lease Bonus

TITAN RESOURCES, L.P.

Payment in full of 1/2 Lease Bonus Consideration

10/6/98

due the State of Texas for Paid-Up Oil & Gas Lease dated
08/14/98 from the State of Texas by Agent Rita Reed George,
dealing in her sole and separate property, Lessor, in favor of Cla
Johnson, Lessee, covering All of Sections 29 & 32, Block

53, PSL Survey, Culberson County, Texas.
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AC%”{%WM%%ER OF THE GENERAL LAND OFFICE

«LPARAGON #299:Lease Bonus
- . L] e -

Checking Lease Bonus

Payment in full of 1/2 Lease Bonus Consideration

2U07963

10/6/98

due the State of Texas for Paid-Up Oil & Gas Lease dated
08/14/98 from the State of Texas by Agent Rita Reed George,
dealing in her sole and separate property, Lessor, in favor of Cla
Johnson, Lessee, covering All of Sections 29 & 32, Block

53, PSL Survey, Culberson County, Texas.
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ane a2 ® A CERTIFIE [ V)
T nrmnimogfsw J
ATTEST: A = ?‘f
LINDA McDONALD, COUNTY
2 : - mmmrmgm
General Land Office : .
. Relinquishmnt Act Lease Form ay
Revised, September 1597
PAID UP
OILAND GASLEASE - %5//?0
THIS AGREEMENT is made znd entered into this 1;1 %OIWS bmacx;MSmofTam.lcﬁngbyndMu;big
agent,__Carolyn Clark Oatman Trust, arolyn ar atman, Trustee
of P,0, Box 310, Bastrop, Texas /8607
said agent
(Give Permanent Address)
herein referred to as the owner of the soil (whether one or more), and Clay Johnson
203 W, -Wall, Suite 800 of
Midland, TYX 79701
(Give Permanent Address)

hereinafter called Lasses,

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, herey grants, leases and lets unto Lessee, for the sole and only purpese of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power staticns, telephone lines and other structures
thereon, to produce, save, take care of, beat and transport said products of the lease, the following lands situated in Culberson County, State

of Texas, to-wit
Block 53, Public School Land Survey
Section 29: All i
Section 32: All
containing__1 , 280 acres, more or less. The bonus uonsidcmﬁcnpaidformislc;scisasfollm
To the Statz of Texas:__ Seven Thousand Eightyv-four and 80/100—————————m—m—ee—e—o
Collars (S 7.084.80 )
To the ownerof the soil: Seven Thousand Eighty-four and 80/100--——-——-—-—-—————————
Dollars (S 7.084.80 ) _
':'..' Total bonus consideration: Fourteen Thousand One Hundred Sixty-nine and 60/100
Joese, Dollars(5_14,169.60 )
The?:!;‘llb;nuswnsidmﬁonpaidmpmuabonusof Fifty-four and No/1l00====—eecceemoeceaa—e—
- Dollars (S 54.00 ) peracre,on 262 . 4 netacres.
LI . - ¥
g i TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) vears  fom thisdae

(herein called “primary term™) and as long thereafter as oil and gas, or sither of them, is produced in paying quantities Som said land.
As used in this lease, the term “producsd in paying quantities® means that the reczipts from the sale or other authorized commercial usc of the substancs(s) coversd
exceed but of pocket operational expenses for the six months last past. e :
*See.BX¥hibit "A" attached for Pd-Up Delay Rental Provision shown as Paragraph #40
"ee o e Ve - : = = = ina o

on orkefors Such Mmiversary date Lesses shall pay or tender to the owner of the soil or to his credit in
the__® i Bank,
a et , or its succsssors (which shall continue as the depository regardless of changes in the ownership of

ition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE (_)F
said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of defemring
ayments under this paragraph shall be in the following amounts:

said land), the amount specified below; in
TEXAS, AT AUSTIN, TEXAS, aliks sum caor
the commencement of a well for one (1) year fom said

To the owner of the soil:

Dollars (3 i ) )
To the State of Texas: i

Dollars (S ey
Total Rental: ST

Dollars (S )

sods of one (1) year sach during
of this lease, and may Pe
liquidat, fail or
< shall oot be he!d in default for failure to make such payments of s of
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] 4.. Y PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lesses agrees to pay or cause to be paid one-half (1/2) of the royalty
. -;;?lq[cd for in 8is lease to the Commissioner of the General Land Office of the Stats of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of
soil: e

(A) OILL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and alsg a5 all
condensate, distlate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hercinafter 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 Offics, such value to be determined by 1) the highest postzd prics, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, repectively, of alike type and gravity in the general area where producsd and when run, or 2) the highest markest price thereof offered or paid in the
general area whee produced and when run, or 3) the gross proce=ds of the sale thereof, whichever is the greater. Lessee agress that before any gas producsd from the
leased premises #sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or
other equipmentat least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requircment that such 23s be nm
through a separanr or other cquipment 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 (inciuding flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagaph (A) above, producsd from any well on said land (e=xcept as provided herein with respect to zas procsssed in a plant for the extraction of
gasoline, liquid hedrocarbons 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 soilar the Commissicner of the General Land Offics, such value to be based on the highest market price paid or offered for gas of comparable quality in
}he general arsa whiere produced and when run, or the gross price paid or offered to the producsr, whichever is the greater; provided that the maximum pressure base
in measuring the s under this lease shall not at any time excesd 14.65 pounds per square inch absolute, and the standard base temperaturs shall be sixty (§0)
degrees Fahrenhak, comrecton to be made for pressurs according to Boyle's Law, and for specific gravity according to tests made by the Balancs Method or by the
most approved mshod of testing being used by the industy 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
ownmer of the soil x the Commissicner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of resifiie gas arributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lasses, whichever is the greater, of the
total plant producion of liquid hydrocarbens arributable to the gas producsd from this lease; provided that if liquid hydrocar>ons are recovered from gas processed
in a plant in whichLzsses (or its parent, subsidiary or affiliatz) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percemaccruing to a third party procsssing zas through such plant under a procsssing agreement negotiated at arm's length (or if there is no such third
party, the highestgercant then being specified in processing agresments or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and oa liquid hydoearbons shall be determined by 1) the highest market prics paid or offered for any gas (or liquid hydrocartons) of comparable quality in the
general area, or 2)the gross prics paid or offered for such residue zas (or the weight=d average gross selling price for the respective grades of liquid hydrocarbons),
:hichcver is the gzater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which weuld have been due had the gas not

ecn processed.

(D) OT=ER PRODUCTS. Royalty on carbon black, suiphur or any other products producsd or manufactured fom g:,sé cspting iiquid hydrocarbons)
whether said gas te"casinghead,” "dry,” or any other gas, by fractionating, burning or any other procsssing shall be 7 16 part of the
gross production disuch products, or the market value thereof, ar the option of the owner of the soil or the Commissicner of the General Land Office, such mggket
value to be determined as foilows: 1) on the basis of the highest market price of each product for the same month in which such product is produczd, or 2)b5|.u1=. .

basis of the averagr gross sale prics of each product for the same month in which such products are produced; whichever is the greater. slin
LI ]

.

5. MINMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the Toyaltfes

paid under this leax in no event shall be less than an amount equal to the total annual delay rental herzin provided; otherwise, there shail be due and payable off or

before the last dayof the month succzeding the anniversary date of this [ease a sum equal to the total annual rental less the amount of royalties paid during,/A®  ®
preceding year. IfParagraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay reatal amount shall be e »

dollar (51.00) perzse.

6. ROYALTY IN KIND. Notwithstanding any other provisicn in this lease, at amy time or from time to time, the owner of the soil or the Commissigner
of the General Lani Office may, at the option of either, upon not less than sixry (60) days notice to the holder of the lease, require that the payment of any @yylies
accruing to such meyalty owner under this lease be made in kind. The owner of the soil's or the Commissicner of the General Land Office's right to take itiwa#fiﬂ
kind shall not dimnish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obiigations, whether express gr implied.

under this lease. et L

7. NODEDUCTIONS. Lesses agrees thar all royalties accruing under this lease (including those paid in kind) shail be without deduction for the cost of
producing, gathering, storing, separating, treating, dehydrating, compressing, procsssing, F=nsperting, and otherwise making the oil, gas and other product :
herzunder ready for sale or use. Lesses agress to compute and pay royalties on the gross value received, including any reimbursements for severance taxes and
production relatedzosts.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fue! usedto
process zas producd hereunder in any processing piant. Notwithstanding any other provision of this lease, and subject to the writtzn consent of the owner of the soil
and the Commissimer of the General Land Office, Lesses may r=cycle gas for gas lift purposes on the leased premises or for injecticn into any oil or gas producing
formation underlyng the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payakle on the recycled gas
until it is producedand sold or used by Lesses in 2 manner which entitles the royalty owners to a royalty under this [ease.

9. ROYALTY PAYMENTS AND REPORTS. All royalties nct taken in kind shall be paid to the Commissicner of the General Land Offics a Austin,
Texas, in the foilowing manner:

Payment of roydty on production of oil and zas shall be as provided in the rules set forth in the Texas Register. Rules currsatly provide that ruy:z]ty‘on gil is due
and must be received in the General Land Offics on or before the Sth day of the second menth succeeding the month of production, and royalty on gas is dug and
must be received inthe General Land Office on or before the 1 5th day of the second month succeeding the month of production, accompanied by the :.ﬂ':cfawl _Oflh= ¢
owner, managzsr orather authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount a.mfi disposition °n
all il and gas prodced and the market value of the oil and gas, togzther with a copy of all documeats, records er reports confirming the gross production, dispositio



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 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 uumberdnmumofmydzybﬁn‘
paid on cach lease. If Lessee pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lessce 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 due or 525.00 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 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 farnish 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 fumish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreements and amendments to such coatracts 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 oa said
mmiﬁdlﬂhidwbwhmdmmipundmguohﬂweﬂa.mks.pools.nct:rs,mdpipelhushaﬂual]timubembjmminspectionand
examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them. .

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this Iease 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 Geaeral 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 ransmit a true copy of
the log of cach survey on each well 1o the General Land Office within fifteen (15) days after the making of said survey.

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from
date Pf sgmpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annuab delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
comp'leua 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
umiﬂﬂ‘c':?iraﬂon of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintain this
lease®Y 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
prim#y % 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
expirftidh®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.

L
esesl2 DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
prodlieadson said land, but Lessee is then sngaged in drilling or reworking operations thercon, this lease shall remain in force so long as operations on said well or for
drilling or ru.working of any additional well are prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during
any g *shCR 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 il 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 czase 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 workomanlike 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 Lesses continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. 1f Paragraph 3 of this lease does not specify a delay rental

amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (51.00) per acre. To be effective, each initial amm‘m
IF IT BEARS THE SEAL OF THE COUNTY

ATTEST: 2P 5 — 5,
LINDA McDONALD, COUNTY CLERK
cu ON COUNTY,

"

BY ]



mustbepaidonorbefore:(l)mecxphadonofmcpdnurym(z)ﬁod:ysanalhemmmmdmcﬂorw&ommelmedpmnkquc)md,”

after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (172)

to the Commissioner of the General Land Office and one-haif (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be
a producing lease and the payment shall extend the term of the lease for 2 period of one year from the end of the primary term, or from the first day of the month
following the moath in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lnscemzym,he
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 Jocated within one thousand (1,000) feet of the leased premises and completed in the same producing Teservoir, 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. mhmmqmdnnhmckmfufowmmmheymbylmpaﬁn;mmmq
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) fest of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Offics and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month foilowing the month in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) fect of the leased premises.
Inhewmpcnsammyﬂtypaidinmy12—monﬂ:pexiodkhmmwtlssmmcmudshm-moﬂammyﬂty,mshdlp:yanmomtcmnltou;e :

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 relicve Lessee of the obligation of reasonable development nor the obligation to drill offset
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the

payment of compensatory royaltics can satisfy the obligation to drill offsct 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
bezn completed on the leased premises, Lesses 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 1o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding cach gas well .
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 Lesses 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 terminatz 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 1o have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands™), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further
lerminate as to all depths below 100 feet below the total depth drilled (hereinafter "desper depths™) in each well located on acreage retained in Paragraph 16 (A}". e
above, unless on or before two (2) years after the primary or extended term Lessee pays an amount squal to one-half (1/2) of the bonus originally paid as g
consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such decper depths, and said o *5°°,
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 decper degfths **
.

covered by this lease.
a8 » .

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a squa..r- 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, Lessze shall exscute 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 Lesses fails or refiises to execute and record such release or releases within ninety (30} «
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"pd/pg
depths to be released hercunder and record such instrument at Lessee's expense in the counfy or counties where the lease is located and in the official records pf the

Sseene
L L

General Land Office and such designation shall be binding upon Lesses 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. Lesses, sublessee, recziver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill o a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if oil and/or gas should be producsd 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 Lassee, sublesses, recziver 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 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 starutory 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 suspcn.d the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil

or gas.



19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. 1f the owner of the soil defaults in
payments owed on the [eased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other liens
on the leased premises. If Lesses makes payments on bebalf of the owner of the soil under this paragraph, Lesses may recover the cost of these payments from the

reatal 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 Lessec's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the £oil 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 Offics 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 statzment 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 coverzd by a lease, less the proportionate development and production
cost allocable to such undivided interest. However, in no cvent shall the Commissioner of the General Land Office recsive as a royalty on the gross production
ailocable to the undivided interest not leased an amount less than the value of one-sixtzenth (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 Namral 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,
paymeats that are made on a per acze basis hercunder shall be reduced according to the number of acres pooled, released, surrendersd, 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 upoa the number of acres outside the
boundarics of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and coversd 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 sxcept 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. Lessecs 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 requestzd by the owner of the soil, Lesses shall bury its pipelines below plow depth.

24. WELL LOCATION LIMIT. No well shall be driiled nearer than two hundred (200) fe=t to any house or bam now on said premises without the
writtzn consent of the owner of the soil. .

25. POLLUTION. In developing this area, Lesses shall use the highest degres of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, nanural waterwvays, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, secpage or ground watsr contamination. In the event of pollution, Lesses shall use all means at its disposal to recaprure ail escaped hydrocarbons or other
pollutant and shall be responsibic for all damage to public and private propertics. Lessee shall build-and maintain fences arcund its slush, sump, and drainage pits
and tank baueries 5o as o protect livestock against loss, damage or injury; and upon completicn or abandonment of any well or wells, Lesse= shall fill and level ail
slush pits and cellars and completely clean up the drilling site of ail rubbish thereon. Lessee shall, while conducting operations on the leased premises, kesp said
premisesdiee of all rubbish, cans, boules, paper cups or garbage, and upcen completion of operations shall restore the surface of the land to as near its original
cortijqnednd contours as is practicable. Tanks and equipment will be kept painted and presentable.

ae
-::‘ 6. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right to remove machinery and fixtures placed by ;
Lessez on the leased premises, including the right to draw and remove casing, within one hundred rweaty (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, Lesses may not remove casing from any we!l capable of producing oil
and ¢?uu’n ying quantities. Additionally, L2sse= may not draw and remove casing until after thirty (30) days written notics to the Commissioner of the General
Land Bfics 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 Lesses

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 A&y Pe,assigned, in whole or in part, and the provisions of this lease shall extead to and be binding upon their heirs, devisees, legal representatives, succsssors
and assig®® However, a changs or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lesses, diminish the rights, privileges
and estateg glLesses, impair the effectiveness of any payment made by Lessce or impair the effectiveness of any act performed by Lesses. And no change of
divisiom in o¥Wnership of the land, rentals, or royalties shall bind Lzsse= for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisess, legal
representatives or assigns) furnishes the Lesse= with satisfactory written evidence of the change in ownership, including the original recorded muniments of tite (or 2
certified copy of such original) whea the ownership changed because of a conveyancs. A total or partial assignment of this lease shall, to the extent of the inlc_nﬁ
assigned, relieve and discharge Lesses 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
opticn to pay rentals shall be apporticned as betwesn the several owners ratabiy, according to the area of each, and failure by one or mere of them to pay his sharc 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 assignes does not file 3
certified copy of such assignment in the General Land Office before the next rental paying date, the eatire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall suczsed to all rights and be subject to all obligations, liabilities, and penalties owed to the Stats by the criginal lesses or ay

pricr 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 pant 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 pewer

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 assignes is:

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

(3) a partnership in which the owner of the soil is a parter or is an employes of such a partnership;
(4) a principal stockholder or employee of the corperation which is the owner of the soil:

(5) a partner or employes in a parmership which is the owner of the soil; A.CERTIFIED COPY
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(6) a fiduciary for the owner of the soil; including but not limited 10 a guardian, trustee, executor, administrator, recsiver, or Sonservator 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, bloed, or adoption.

28. RELEASES. Under the conditicns contained in this paragraph and Paragraph 29, Lesses may at any time exzcute and deliver to the owner of the sofl
and place of record a release or releases covering any portion or pertions of the leased premises, and thereby surrender this lease as to such portion or portions, and he
relieved of all subsqueat obligations as to acreage surrendered. If any part of this lease is properfy surrendered, the delay reatal due undes this lease shaj] be reduced-
by the proportion fiat the surrendercd acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will
not relieve Lesses 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 te land is situated, and the recorded instrument, or a copy of the recorded instnument certified by the County Clerk of the county in which the
instrument is reconded, must be filed in the General Land Office within 90 days of the last exscution date accompanied by the prescribed filing fee. If any such
assignment is not o filed, the rights acgquired under this lease shall be subject to forfeiture at the optica of the Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining 1o the lease of the above-described land have besn 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 mvalid.

31. FIDUCLARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest in the leased
?remisu. When the interests of the owner of the cil 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 Lesses shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesses or an authorized
agent should knowisgly make any false return or false ~=port conceming production or drilling, or if Lesses shail 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 Commissicner of the General Land Offics, or if Lesse= should fail wo file reports in the manner
required by law or &il o comply with rules and regulations promulgated by the General Land Offics, the School Land Board, or the Railroad Commission, or if
Lesses should refuse the proper authority access to the records pertaining to operations, or if Lesses or an anthorized agent should knowingly fail or refuse to give
correct information 1o the preper authority, or knowingly fail or refuse to furnish the General Land Offics a correct log of any well, or if Lesses shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is act filed in the General Land Office as required by law, the rights
acguired 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 shail again be subject o lease under the terms of the Relinquishment Act. However, pothing herein shall be construed as
waiving the automatc 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 thersunder reinstated before the rights of ancther intervene upon satisfaciory evidence to the Commissioner of the General Land Office of furure
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 shail have a first lien upon all oil and gas produced from the area covered
by this lease to secure paymeat of all unpaid rovalty and cther sums of money that may become due under this lease. By accsptance of this lease, Lesses grants the
Stats, in addition to the lien zrovided by Texas Narural Resources Code 52.136 and any other applicable starutory lien, an =xpress conmractual lien on and security
interest in all leased minerals in and extracted from the leased premises, all procesds which may accrue to Lesses fom the sale of such leased minerals, whzﬂ:cl;s;uc.‘l
proceeds are held by Lessez or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or procsssing
such leased mineralsin crder to secure the payment of all royalties or other amounts due or 1 becorze due under this lease and to sacure payment of any damages of”
loss that Lessor may suifer by reason of Lasses's breach of any covenant or condition of this lease, whether express or implied. This lien and security interestylay®t,
foreclosed with or without court procsedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lesses agrees thatthe *®
Commissioner may require Lesses to executs and record such insTuments as may be reasonably necessary to acknowledge, amach or perfect this lien. Lesses hereby
represents that there are no prior or superior liens arising from and relating to Lessee's activities upca the above-described property or from Lasses's acquisitigt 8 * n
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declars this lease forfeited as provided o

herzin.

34. POOLING. Lessee is hercby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leaschqJd
or mineral intersst for the exploration, development and production of oil or gas or sither of them upon the same terms as shall be approved by the School Land, 4 4
Board and the Commissioner of the General Land Offics for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Namral Relgysss®
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 Natugl

Resources Code 52.152. grapss

35. INDEMNITY. Lessee hersby releases and discharges the State of Texas aEd the owner of the soil, their officers, employess, parmers, agents,
contractors, subcontractors, guests, invitess, 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 expeases which are caused by the
activities of Lesses, its officers, employess, and agents arising out of, incidental to, or resuiting fom, the operations of or for Lesses on the leased prmises
hereunder, or that may arise out of or be oczasioned by Lesses's breach of any of the terms or provisions of this Agresment, or by any other negligeat or swictly hﬂﬂ_le
act or omission of Lessee. Further, Lesses hersby agrees to be liable for, exonerate, indemnify, defead and hold harmless the State of Texas and the owner of the soil,
their officzrs, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including .d::u.h).
costs and sxpenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including artomeys’ fecs and
other lezal expenses, including those relatad to environmental hazards, on the leased premises or in any way related to Lesses's failure to comply with any and all
environmental laws; those arising from or in any way related to Lesses's operations or any other of Lesses's activities on the leased premises; those arising from
Lzsses's use of the surfacs of the leased premises; and those that may arise out of or be occasioned by Lesses’s breach of any of the terms or provisions Of this =
Agresment or any other act or omission of Lesses, its directors, officers, employess, parmers, agents, conmactors, subcontracicrs, guests, invitees, and their n:sPcC-;"‘
successors and assigns. Each assignes of this Agreement, or an interest therein, agress to be liable for, exonerate, indemnify, defend and hold harmle.f,s the State ©
Texas and the owner of the soil, their officers, employees. and agents in the same manner provided above in connection with the activities of Lesses, its oﬁ‘nc:;sé
employess, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIO!
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TORTY
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PA
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE ONDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.



36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degres of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surfacs or subsurface strata, ambient air or any Uth@_f cavironmenta) 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 asbestog
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 US.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, PD!ALTIES‘
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF 1) A
VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW,. THIS
DNDEMNIFICATION 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 SURYIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisicns of Texas Natural Resources Code  52.171 through 52190, 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 stanutes, the statutes will
prevail over any nonconforming lease provisions. 3

338. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lesses before it is filed of record in the county records and in the
General Land Offics of the State of Texas. Oucs 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 Commercs Cade. this lcase must be filed of record in the offics 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
eective untl a centified copy of this leass (which is made and centified by the County Clerk from his records) is filed in the General Land Offics in acsordancs with

Texas Narral Resources Code 52.183. Additionally, this lease shall not be binding upon the Stats unless it recites the actual and ue consideration paid or pr‘t:mi::d
for exzcution of this lease. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the General Land Office.

_.:::': DATE: 4’/‘7g

STATE OF TEXAS

.) BY:

lndi-\-!dualIy and as Sgent for the State of Texas Individually and as agent for the S of Tex -
Ca¥eolyn Clark Oatman, Trustee of the Carolyn Clark ‘Oatman Trus
3 -Z\v{—rgﬂ Tax I

Datsses 1 Date:

..---:
. .
STATE OF TEXAS STATE OF TEXAS

BY:
Individuaily and as agent for the State of Texas

BY:
Individually and as agent for the State of Texas

Date:

Date:
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STATEOF (CORPORATION ACKNOWT-EDGMEUT’

COUNTY OF

BEFORE ME, the undersigned authority, on this day perscnally appeared e
of

k:mwnmmcmkmepasonwbosemckmbmhdmﬂu:fox"cgoi.nginsumcn:.n
;:dadaowledgedbmuhgmu’hm_=
forlhepurpossmdmMmMﬁnWhﬁ:waﬁqw&mda&emﬂdﬂof:ﬁdm .

Given under my hand and seal of offics this the day of #19
; : Notary Public in and for
STATE OF ' ) (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

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

known to me 10 be the person whose name is subscribed to the forcgoing instrument, as
and Ic.hm‘wl:dg:d to me that he sxecuted the same
for the purposes and consideration thersin expressed, in the capacity stated, and as the act and de=d of said cmporanon.

Given under my hand and seal of offics this the day of 19
Notary Public in and or
STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF BG st e
.
Before me, the undersigned authority, on this day personally appearsd Carolvn Clark Oatman. Trustee of .:.:
the Carolyn Clark Oatman Trust .

known 10 me 1o be the perscns whose names are subscribed to the foregoing inswument, and ackzowledged o me that they exscuted the same for the pur*&scs’aﬂd

consideration thercin expressed.
. SF . * L]
Given under my hand and seal of office this the___ A 4 +h day of aifgtu 7@ ,19 C_]f) as’s
JILL TURNER GREEN C}-“ NS,
MY COMMISSION EXPIR . = *
raimery 2M1Es Notary Public in and for RITT
e LA Y]
STATEOF__ 1.0 (NDIVIDUAL ACKNOWLEDGMENT) $eeese

COUNTY OF m‘: dko"""i

Befors me, the undersigned autherity, on this day personally appeared

C'/fa/J Yhwso

known to me to be the persens whose names ar= subscribed to the forszoing insgument, and acknowledged 1o me that they exscuted the same for the purpeses and

consideration therein expressed. 3 [ i
Given under my hand and seal of offics this the [ day of LM WQ q 8 g

SEL2N, MONICA MARLOWE 7 x4
7 4t% NOTARY PUBLIC

-\iﬁ ol State of Texas
DE5es  Comm. Exp. 10-30-99

,u

Neury Public in and for

\,1 * ¥ o

1“
Hyg




EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
AUGUST 14, 1998, BY AND BETWEEN CAROLYN CLARK OATMAN TRUST, CAROLYN CARK
OATMAN, TRUSTEE, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, COVERING ALL OF
SECTIONS 29 AND 32, BLOCK 53, PUBLIC SCHOOL LAND SURVEY, CULBERSON COUNTY,
TEXAS.

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

41. If, at the expiration of the primary term hereof, this lease is being held by production or a shut-in
well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or on lands pooled
therewith, or Lessee has completed a well as a dry hole or shall have commenced a well within 180 days
prior to the expiration of the primary term hereof, Lessee agrees to commence a continuous drilling
program on said lands, or on lands pooled therewith, within 180 days after the end of the primary term
hereof or within 180 days after the completion of drilling operations being conducted on said land, or
lands pooled therewith, at the end of the primary term hereof, whichever is the later date; and thereafter
carry on the continuous drilling program until all proration units have been drilled, allowing not more
than 180 days to elapse between the completion of one well and the commencement of the next
succeeding well. Should Lessee fail to commence the continuous drilling program or subsequently default
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby,
save and except for the proration units surrounding each well then producing, capable of producing or
upon which operations are being conducted. The term "proration unit" as used in this paragraph means
any acreage designated as a drilling unit or production unit in accordance with the rules of the Railroad
*.*«¢’ Commission of the State of Texas. Further, the term "commencement” shall mean that point in time when
esse  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
. «o the date of filing the plugging report with the commission, if a dry hole. Notwithstanding the termination
*.*es" 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
*wses’ produced from the retained lands. The sof€ liability or penalty for the failure of Lessee to drill any well or
T ewenet weéll§ required or permitted in this lease shall be the termination or partial termination of Lessee's rights
== * under the lease as provided above.

Inv¢onducting such continuous dnllmg program, Lessee shall be entitled to accumulate and later use time,

if any, saved between wells, beginning with the second well under this continuous drilling program. If
one well is commenced sooner than 180 days after the completion of the last preceding well, the portion
of the prescribed 180 day period not used may be carried forward and added to the period between
subsequent wells.
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LINDA URIAB, COUNTY CLERK
puty. CULBERSON COUNTY, TEXAS.
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TiITAN RESPURCES, L.P.
AcQU1$i

o *RARAGON #299:Lease Bonus

Checking Lease Bonus

Payment in full of 1/2 Lease Bonus Consideration &4 7.084.80

due the State of Texas for Paid-Up Oil & Gas Lease dated
08/14/98 from the State of by Agent Carolyn Clark Oatman
Trust, Carolyn Clark Oatman, Trustee, Lessor, in favor of Clay
Johnson, Lessee, covering All of Sections 29 & 32, Block

53, PSL Survey, Culberson County, Texas.
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Payment in full of 1/2 Lease Bonus Consideration 7,084.80
due the State of Texas for Paid-Up Oil & Gas Lease dated

08/14/98 from the State of by Agent Carolyn Clark Oatman

Trust, Carolyn Clark Oatman, Trustee, Lessor, in favor of Clay

Johnson, Lessee, covering All of Sections 29 & 32, Block

53. PSL Survey, Culberson County, Texas.
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’ A CERTIFIED COPY
IF IT BEARS THE SEAL OF THE COUNTY CLERK
. s ATTEST: J0-S-S&
.
General Land Office i LINDA McDONALD, COUNTY CLERK
Relinquishmnt Act Lease Form W‘m
Revised, September 1997 -5 DEUTY
PAID UP
OILAND GASLEASE - & S/ed

THIS AGREEMENT is made and entered into this_14 dayof Augusti19 98 , between the State of Texas, acting by and through its
-agent, W, W. Oatman, dealing in his sole and separatg praperty
Rox 310, Bastrop, 4 1y 78602

of P.QO
said agent
(Give Permanent Address)
herein referred to as the owner of the soil (whether one or more), and Clay Johnson
203 W, -Wall, Suite 800 of
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 Culberson County, State
of Texas, to-wit .

Block 53, Public School Land Survey

Section 29: All
Section 32: All

containing_ 1 , 280 acres, more or less. The bonus consideration paid ford:isl&iszfollows:
Tothe State of Texas:__ Six Thousand Two Hundred Twenty and 80/100-———--——————
Dollars(3_ R ,220.8280 )
To the owner of the soil:_ Six Thousand Two Hundred Twenty and 80/100-—————————
o Dollass(S__ 5, 22080 ) _
:.:: Total bonus consideration:___Twelve THousand Four Hundred Forty-one and 60/100
RO Dollars (S 12,441 .60 )
Thewtz'l.b?nusconsidcraﬁonpaidmpmnahonmof Fifty—-four and No/100--—-—-—-—ccc————————
.:.". Dollars (S 54,00 ) peracre,on 230, 4 netacres.
2 TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years  fom 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 quantitics” mcans that the receipts from the sale or other authorized commercial use of the substance(s) cavered

excegd*out b€ pocket operational expenses for the six months last past. T ;
tSee #2hibit "A" attached for Pd-Up Delay Rental Provision shown as Paragraph #40.

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

on orbelbre %
the Bank,
at e , OF its successors (which shall continue as the depository regardless of changes in the ownership of

ition, Lesses shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF
re said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of defeming
Payments under this paragraph shall be in the following amounts:

said land), the amount specified below;
TEXAS, AT AUSTIN, TEXAS, a like sum on of
the commencement of a well for one (1) year from said

To the owner of the soil:

Dollars ($ B )
To the State of Texas:

Dollars (S S )y
Total Rental:

Dollars (S

pediods of one (1) year cach during

of this lease, and may be

liquidate, fail or
of

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successiv

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 assign

delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist, suspend busi

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 paymeants or tehd
' --- ¥ . ad h 0 mer O o 2 b = H O Sro0 - ord D ‘ SRS R Marmiaa o S _ v . g ‘ H
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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 tis 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: { 2

(A) OILL. 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, distilate, 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, repectively, of a like type and gravity in the general arca where produced and whea run, or 2) the highest market price thereof offercd or paid in the  _
general area whem 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 issold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or
other equipment & least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirement that such gas be nm
through a separater or other cquipment 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 subparagaph (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 & 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 wiere 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 Fahrenhe®, 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 mehod of testing being used by the industry at the time of testing.

(o] 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 s0il o 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 resifise 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 producton of liquid hydrocarbons artributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in whichLzssee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty perceat (50%) or
the highest percentaccruing to a third party processing gas through such plant under a processing agrecment 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 hydmcarbons shall be determined by 1) the highest market price paid or offercd 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 geater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not

been processed. ‘

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas :& ting liquid hydrocarbons)
whether said gas be "casinghead,” *dry,” or any other gas, by fractionating, burning 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 rr'urk:.t.
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) ondsc o« *
basis of the average gross sale price of cach product for the same month in which such products are produced; whichever is the greater. R

L]
.

5. MINNMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royal
paid under this lea 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 goor
before the last day of the month succeeding the anniversary date of this lease a sum cqual to the total annual rental less the amount of royalties paid during the oL

preceding year. IfParagraph 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 (31.00) per xre.

r,ie.s

6. ROYALTY IN KIND. Notwithstanding any other provisioa in this lease, at any time or from time to time, the owner of the soil or the Commissiofer
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 eialaes,
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 rcyARy in
kind shall not dimiish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express orgigplicd.

.

under this lease. .

7. NO DEDUCTIONS. Lesses agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of
praducing, gatherisg, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other products .
hereunder ready farsale or use. Lesses agrees to compute and pay royalties on the gross value recsived, 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 t.hl; soil
and the Commissimer of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas
until it is producedand sold or used by Lessee in a manner which cntitles 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 folloving manner:

Payment of royaity 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 Easa;g:‘_:‘"?me
1davit 0

must be received is the General Land Office on or before the 15th day of the second month succeeding the month of production, accompanied by the affidavit of ¢
owmner, manager orother authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount anc_i disposition o
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 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
acoompanicdhyacbcckm:h,schcdnle.mmnyuoﬁumﬁmadﬁcemwinlbythcmip:ndGmcﬂledOﬂiceleu:numbalbemmcfmyutybein‘
paid on cach lease. If Lessce pays his royalty on or before thirty (30) days after the royalty payment was due, then Lesses owes 2 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 525.00 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 rule which is
effective on the date whea 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 fumnish the Commissioner of the General Land Office with
its best possible estimate of il and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemems and amendments to such coatracts 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 oa 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
writica 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
amy records, memoranda, accounts, reports, cuttings and cores, or other information relative o 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 cach well to the General Land Office within fifteen (15) days after the making of said survey.

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

Land Office.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days fom
date of ur:lpl:tion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annal daldy 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
comglgted 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 (hePfesdiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses 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
prodyctipp 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
printary ter 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

accorda.ncc with the shut-in provisions hersof.

+***"12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produ2d’dn said land, but Lasses is then engaged in drilling or reworking operations thervon, this lease shall remain in force so long as operations on said well or for
drillig pg sdvorking of any additional well are prosecuted in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days during
any orfe sucll operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or
payment of shut-in oil or gas well royalties or compensatory royaltics is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, 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 50 long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than sixry (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 hzviﬂ_z
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 quantitics. If Paragraph 3 of this lease does cify 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 cffentiva gagh-inii alty

ATTEST; S-S -

@ LINDA McDONALD, COUNTY CLERK
COUNTY, TEXAS
Mm




mustbepaidonorbcfore:(I)me:xpirzﬁonofﬂupﬁmarym(l)wd:yslﬂnthcl.aseemmpmduceoilorgﬂ&omﬂulmdpmnises,ntﬂ)ﬁdays
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 cxists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantitics from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective
for the remainder of the year for which the royalty bas been paid. The Lesses may maintain the lease for four more successive years by Lessee paying compensatory
royzllyaxr.hemyﬂrym:providedinmcluscotdmmarkztvalu:ofpmducﬁonﬁomrheweﬂmingthedninzgecrwhichiscomplet:dinﬂzmepmdndn;
reservoir and within one thousand (1,000) fest 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.
I the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royaity, Lessee shall pay an amount equal to the !
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relicve Lessee of the obligation of reasonable development nor the obligation to drill offset -
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the

payment of compensatory royaltics can satisfy the obligation to drill offsct wells.

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well .
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pocled 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
thereafler allocated to said well or wells for production purposes, this lease shall thercupon terminate as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof| together with easements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the Jands described in Paragraph 1 hereof ("the retained lands™), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

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

covered by this lease. . o
. . 9
(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a squa;e'wﬁh
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, Lesses shall exzcute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hercunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribtd
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 nineg”(%0)°
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 3dér
depths to be released hersunder and record such instrument at Lesses's expense in the county or counties where the lease is located and in the official record§gfthe
General Land Office and such designation shall be binding upon Lesses 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 0il and gas under the above-described land from being drained. Lessee, sublessee, recziver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill 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 produczd 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 Lesses, sublesses, 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 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 starutory 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 fom the leased premises. However, nothing in this paragraph shall suspch the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil

or gas.



19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
. payments owed on the Icased 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. g

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 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, Lesses 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 Namural Resources Code Sections 52.151-52.154, or
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
payments that are made on a per acre basis hercunder shall be reduced 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, bowever, 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) fezt 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 preventzed by the use of containment facilities sufficient to prevent
spillage, seepage or ground watsr contamination. In the cvent of pollution, Lessee shall use all means at its disposal to recapture all 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 tank baueries so as to protect livestock against loss, damage or injury; and upon completion or abandonmeat of any well or wells, Lessee shall fill and level all
slush J:iq d cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premises frse 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
l:ondi!igl: :.nd contours as is practicable. Tanks and equipment will be kept painted and presentable.

[ . o
** Zs. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessee 8a 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, 8288 the owner of the soil grants Lesses an extension of this 120-day period. However, Lesses may not remove casing from any well capable of producing oil
and g& ift 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 Lesses
under the terms of this paragraph.
L]
ee+37. (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 e 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. éowever, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lesses, diminish the rights, privileges
and 23 SRLessee, 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, devisess, legal
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of tite (or 2
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 in::fm
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 assignes does not file a
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any

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

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in part by
assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power

of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the assignes is:

(1) anominee of the owner of the soil; il
(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'pa:mership;
(4) a principal stockhelder or employee of the corporation which is the owner of the soil; A CERTIFIED COPY

(5) a partner or employee in a partnership which is the owner of the soil; I IT BEARS THE SEAL OF THE COUNTY
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the
owner of the soil; or
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

23. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the soil
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and be
relicved of all subsequent obligations as to acreage surreadercd. If any part of this leasc 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
pot 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
!.hccountyWhmthslandi.1simncd.mdmemmrdedhsmgoracopyof&zmwrdcdinsumcﬂﬁﬁcdbytheCamtyClcrkofth:munryinwhichme
mmthmr&d,muﬂbeﬁledhm&nuﬂ 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 nvalid.

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

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report concemning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lesses should fail 1 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
Lessez should refuse the proper authority access to the records pertaining to operations, or if Lesses or an anthorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Offics 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 oot 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 arca shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether gych,
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processhg of e
such leased minerals in order to secure the payment of all royalties or other amounts due or o 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 n'ay' B,
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, artach or perfect this lien. Lessee herefly
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 acquisiticn®T, *,
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declars this lease forfeited as providdd *

herzin.

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 leasehokd
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 La'.ld' sen
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 Resousces
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requircments stated in Texas Nanu:ll. Fhica

. .

Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employess, parmers, agents,
contractors, subcontractors, guests, invitess, 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 expeases which are caused by the
activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations of or for Lesses on the Icased 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 negligeat or strictly liable
act or omission of Lessee, Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defead and hold harmless the Statz 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” fess and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply with any and all
environmental laws; those arising from or in any way related to Lesses's operations or any other of Lessee's activities on the leased premises; those arising from
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee’s breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its directors, officers, employees, parmers, agents, contractors, subcontractors, guests, invitees, and their respective
successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defead 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, ambieat air or any other eavironmental medijum -
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 used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE’S YIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS’ FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (T) 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 L AW. 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 stanites 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. 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. 2 ;

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County
Clerk in any county in which all or any part of the leased premises is located, and centified copies thereof must be filed in the General Land Office. This lease is not
effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Office in accordance with
Texas Narural 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 exzcution of this lease. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the General Land Office. X
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STATEOF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared s 2=t
of

known t me to be the person whose name is subscribed to the foregoing instrument, as
idnhowledgedbmeﬂm:hemudﬂum !
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. . i

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

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

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
fordupwposaandwmida:ﬁmmminmd.inmmxhym¢mdume:amdduedofsaidco:poraﬁon.

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

Notary Public in and for __

STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF Pfl‘*"rr.p ' X 5
] . . @
Before me, the undersigned authority, on this day personally appeared_ W.W. Oatman, dealing in his ::.:
L .

sole and separate property N
known to me 10 be the persons whose names are subscribed to the foregoing insuumem.mda:knowiedgedmme:hutheyaecumdmesameformepurposuat.nf

consideration therein expressed.
LA ]
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STATE OF T2 (INDIVIDUAL ACKNOWLEDGMENT) $°°**:*

COUNTY OF, At M
Before me, the undersigned authority, on this day personally appeared ('/( CU/ Tdh/h—éd?\

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

consideration therein expressed.
Given under my hand and seal of office this the l day of W %9 Qt % -

%> MONICA MARLOWE " 7 exiJ
{ *‘f\,&fh NOTARY PUBLIC Nochy Euitio Ja shd g
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4=} State of Taxas

"L__x;ff’ Comm. Exp. 10-30-99
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
AUGUST 14, 1998, BY AND BETWEEN W. W. OATMAN, AS LESSOR, AND CLAY JOHNSON,
AS LESSEE, COVERING ALL OF SECTIONS 29 AND 32, BLOCK 53, PUBLIC SCHOOL LAND
SURVEY, CULBERSON 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.

4]. If, at the expiration of the primary term hereof, this lease is being held by production or a shut-in

well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or on lands pooled

therewith, or Lessee has completed a well as a dry hole or shall have commenced a well within 180 days

prior to the expiration of the primary term hereof, Lessee agrees to commence a continuous drilling

program on said lands, or on lands pooled therewith, within 180 days after the end of the primary term

hereof or within 180 days after the completion of drilling operations being conducted on said land, or

lands pooled therewith, at the end of the primary term hereof, whichever is the later date; and thereafter

carry on the continuous drilling program until all proration units have been drilled, allowing not more

than 180 days to elapse between the completion of one well and the commencement of the next

succeeding well. Should Lessee fail to commence the continuous drilling program or subsequently default

in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby,

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

upon which operations are being conducted. The term "proration unit" as used in this paragraph means

any acreage designated as a drilling unit or production unit in accordance with the rules of the Railroad

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

:_:: the pertinent well is spudded and the term "completion" shall mean the date upon which the initial

«+* 1 potential test report is filed with the Railroad Commission of the State of Texas, if a productive well, or

. the date of filing the plugging report with the commission, if a dry hole. Notwithstanding the termination

*.**. of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the

right of ingress to and egress from said land still subject to this lease for purposes described in paragraph

| hereof, together with easements and rights of way for roads, pipelines and other facilities on, over and

. across all of the lands still subject to this lease and for the gathering or transportation of oil and gas

****. produced from the retained lands. The sole liability or penalty for the failure of Lessee to drill any well or

wells required or permitted in this lease shall be the termination or partial termination of Lessee's rights
under the lease as provided above.

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

if any, saved between wells, beginning with the second well under this continuous drilling program. If

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

of the prescribed 180 day period not used may be carried forward and added to the period between
_subsequent wells.
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THE STATE GF TEXAS )
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HTANAESOUUHUES, L.F.

ACQUISTIONG <8R ER OF THE GENERAL LAND OFFICE 10/6/98 002610
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration y 6.
due the State of Texas for Paid-Up Oil & Gas Lease dated
08/14/98 from the State of Texas by Agent W.W. Oatman,
dealing in his sole and separate property, Lessor, in favor of
Clay Johnson, Lessee, covering All of Sections 29 & 32, Block
53, PSL Survey, Culberson County, Texas.

iy

J07961

. o
. L]
th‘e?:king Lease Bonus 6,220.80
i ee z .
e 1
.
TITAN MESOURCES, L.P.
ACBUNSION CHFSKINRER OF THE GENERAL LAND OFFICE 10/6/98 002610
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration 6,220.80
s due the State of Texas for Paid-Up Oil & Gas Lease dated
P 08/14/98 from the State of Texas by Agent W.W. Oatman,
e dealing in his sole and separate property. Lessor, in favor of
. Clay Johnson, Lessee, covering All of Sections 29 & 32, Block
S 53, PSL Survey, Culberson County, Texas.

Checking Lease Bonus ’ 6,220.80
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General Land Office . :
Relinguishmnt Act Lease Form
Revised, September 1997 5 /3069
PAID UP
OIL AND GAS LEASE

AGREEMENT is and entered into this 14 of AU stio 98 ,m'meSmorTm. : by and through i
agent Warren Malcolm Clark, Trust dgof EE Warren Malcolm Clark Trust o

of
P.O. Box 310, Bastrop, Texas 78602 s2id agent
(Give Permanent Address) °
herein referred 10 as the owner of the soil (whether ane ormore), and____ Clay Johnson
03 W, Wall, Snite K00 of
- Midland, Texas 79701
(Give Permanent Address)
hereinafter called Lesses.

1. GRANTING CLAUSE. Forazdmmm:dumonofd:emsmedbehwmdof:hemmdwumbepud.keptmdpuﬁamdby
Lmeemderduslcne,thcsmeof'rcnsmgbymdthmughmeomofmemlhﬁymmmlmmmﬁwmemhmdwymnf
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil 2nd building power stations, telephone lines and other structures
!.hre;eon.mmduce,szve.uk:mnf.mmdmpoﬂwdprodxaofduleaa.duﬁﬂm;lmdsmndm Culbersoh County, State
of Texas, to-wit: :

Block 53, Public School Land Survey
Section 29: All
Section 32: All

contining 1:2_80 nn:s.mnteot‘le-s. Thebonmmnsidemﬁonplidformhle'uei:asﬁ:ilm
To the State of Texas: Seven Thousand Eighty- four and 80/100===————ce——————
Dollars (3. 7.084.80 )

Totheownerofthe soil: Seven Thousand Eighty-four and 80/100-——————c——————
Dollars (3 7.084.80 )

Total bonus consideration: FOurteen Thousand One Hundred Sixty-nine and 60/100
Dollars (S 12 16960 3

The total bonus consideration paid represeasabonusof  Fiftv-four and No/l00—-e o e e e e o
Doilars (S 54.00 ) peracre,on _2.6 2 , 4 net acres.

2 TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) vyears from this date
(hnmn cakled * primary term™) and as long thereafter as oil and gas, or cither of them, is produced in paying quantities fom said land.
As Used Tn this lease, the term *producsd in paying quantities® means that the reczipts from the sale or other authorized commercial use of the substancs(s) coversd

ex8<hedls of pocket operational expeases for the six months last dpaﬂ.
Set ibit "A" attached for Pd-Up Delay Rental Provision Shown as Paragraph 40.

B Y-RENTALS i no weil is commencedomrtheteased premiscy-on-or-befers one-(H-year-fromy this date this leaseshalt terminat
ony chmmversarydaxcbusecshaﬂyayotmdertomemerofthcsoﬂormhnmdum :
the ses e Bank,

e ] BT , or its successors (which shall continue as the depository regardl ges in the ownership of
saideland)#the amount specified in addition, Lesses shall pay or tender to the COMMISSIONER OF THE G OFFICE OF THE STATE OF
TEXAS, AT AUSTIN, TEXAS, a like sum before said date. Payments under this paragraph shall operate as a andshaumvzrmepﬁvilegcofdcfmin!

the.go.u::ﬁucememofaw:uforane(l)ymﬁ'nm ; . Payments under this paragraph shall be in the § woounts:
. To the owner of the soil:
sgeeee Dollars (S N )
To the State of Texas: e e
Dollars (S o il ——— )
Total Rental: — .

Dollars (S

iods of one (1) year cach during
saf this lease, and may _be

ortendersc”
A CERTIFIED COPY
IF IT BEARS THE SEAL OF THE COUNTY CLERK
ATTEST: =S - & Z
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’ 4._ _ PRODUCTION ROYALTIES. Upcn production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (172) 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) OLL. 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 a1
condensate, distillate, and other liquid bydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shail be

3/16 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioaer of the
Gencrall.andotﬁu.sudlvﬂuetnb:dmmin:dbyl)thchigbﬁ:poswdpﬁu:.pluspr:niun.ifwy.od’u:dapﬁdforuﬂ.mmdis:ﬂlam,womruquu
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 of paid in the
general arca 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 mdmmofmm:nﬁcwmw
other equipment at least as efficient, so thar all liquid hydrocarbons recaverable from the gas by such means will be recoversd. The requirement that such gas be yn
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, & the option of the
owncrofr.hemﬂur:heComminionaofmeGenaﬂLmdOﬁce.suchvaluewbebaedond:chi;hmwarkzxpﬁcepaidorotfucdforpsofwmmhlequuhyh
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 industy 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 accTuing to Lesses, whichever is the greater, of the
total plant production of liquid hydrocarbons atributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a processing agreement ncgotiated at arm'’s length (or if there is no such third
party, the highest percent then being specified in processing agrezments 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 prics paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
general area, or 2) the gross prics paid or offersd for such residue gas (or the weighted average gross selling price for the respective grades of liquid Irydrocarbons),
whichever is the greater. In no event, however, shall the royalties payabic under this paragraph be less than the royalties which would have been due had the gas not

been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
whether said gas be *casinghead,” *dry," or any other zas, by fractionating, burning or any other processing shall be 3/16 part of the
gross production of such products, or the market value thereof, at the opticn of the owner of the soil or the Commissioner of the Geaeral Land Office, such market
value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the
basis of the average gross sale prics 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 reatal herein provided; otherwise, thers shail be due and payable on or
before the last day of the month succesding 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 begnﬁ

.

dollar (51.00) per acre.
LE N

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or ffom time to time, the owner of the soil or the Co itger
of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of an}y royalties
accruing to such royalty owner under this lease be made in kind. The owner of the soil's o the Commission=r of the General Land Office's right to taks its royalty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Cffice's rights or Lessee’s obligations, whether exprm.uhﬂ:_ed-

under this lease. esee

L]

7. NO DEDUCTIONS. Lesses agrees that all royalties aceruing under this lease (including those paid in kind) shall be without deduction for Je*@®§t’of
producing, gathering, storing, separating, treating, dehydraring, compressing, processing, Tansporting, and otherwise making the oil, gas and other producs , -~
herzunder ready for sale or use. Lessee agrees to computz and pay royalties on the gross value recsived, including any reimbursements for severance taxgs and
production related costs. Sasans

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on amy gas as may represent this lease's propertionats share of any ﬁzéﬂtl?' .
process gas produced hereunder in any proczssing plant Notwithstanding any other provision of this lease, and subject to the written consent of the owner of the soil
and the Commissioner of the General Land Office, Lesses may recycle gas for gas lift purposes on the leased premises or for injection into any oil or 2as producing
formation underlying the leased premises adter the liquid hydrocarbons contained in the gas have besn removed; no royalties shall be payable on the recycled 338

until it is produced and sold or used by L=sses in a manner which entitles the royalty owners to 3 royalty under this [ease.

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

e rules set forth in the Texas Register. Rules currently provide that royalty on oil is due

Payment of royalty on production of oil and gas shall be as provided in th o i ls e snd

and must be recsived in the General Land Office on or before the 5th day of the second month succesding the month of production, and royalty o
must be received in the General Land Offics on or befor= the 15th day of the second month succezding the month of production, accompanied by the :.fﬁqavn of =ot_
owmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Offics and showing the gross amount and dlSP?"“"_':jm
all oil and gas producsd and the market value of the cil and gas, together with a copy of all documents, records or reports confirming the gross production, disposi

-



and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda ofunamtpmducedudputinﬂopipdinqm
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
lccompaniedbylmmmd&gmmummnmdﬁummwmmiﬂdmmOﬁcelﬂstumbﬂ’ﬂnmofmymykh‘
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty duc 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.
AlfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount st by the General Land Office administrative rule which is
effective on the datz 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 (o 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 furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemenmts and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attomey General, the Governor, or the representative of any of them. i

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease shall be submitted to the Commissioner of the General
Land Office by Lesses or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
writlen notice to the General Land Office shall include copies of Railroad Commissica forms for application 1o drill. Cepies 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 Raiiroad Commission. Ali appiications, 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 weils, tank baneries or other associated improvements to the land must also include the word *State.® Lessec shall supply the Geaeral 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 o 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 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 thereon, or if during the primary term: hereof and after the discovery and actual production of il or
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from
date of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintain this
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the
expirgtign 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
termtipate, 4f 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

.«
b {2, DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. I, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lesses is then engaged in drilling or reworking operations ther=on, this lease shall remain in force so long as operations on said well or for
driuiﬁis? wworking of any additional well are prosecuted in good faith and in- workmanliks manner without interruptions totaling more than sixty (60) days during
any dne"lich 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
Piyw.ms oishut-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
oncg phiaiged, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
after Such @essation, 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
inteqruptiofs 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 se long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory
royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days afier the completion of the well as a dry hole, and this lease
shall remain in effect so long as Lesses 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 hﬂ\’if{g
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary temm 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 quantitics. If Paragraph 3 of this leasc 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 cffective, each initial shut-in oil or gas royalty

A CERTIFIED COPY
I IT BEARS THE SEAL OF THE COUNTY CLERK
ATTEST: LN o
LINDA McDONALD, COUNTY CLERK

CULBERSON COUNTY, TEXAS
‘ 7
nz’gmlgé:ﬁmm



v «%% -

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(12)
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 lcase and the payment shall extend the term of the lease for 2 period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production 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
d:l'rvmdinpayingqmnﬁﬁeshmlwﬂloawdwilhinonethomd(l.ooo)fwtoﬁhelmedpmhumdmplﬂdhﬁemm:mi.mhmy -
caseiawhid:dn.inagehmrﬁn;meﬁwmeonﬁnuemmainuinlhehuebypyinz&eshﬂ-hoﬂammyﬂqshﬂmbmmekmmmeﬁm
for the remainder of the year for which the royalty has been paid. The Lessec may maintain the lease for four more successive years by Lessee paying compensatory
WNW_“lhem)'ﬂllympmvidedia:h:lns:ofﬂ:marknvzlmofpruduniwﬁommewﬂmgmaain:georwhichismmplmdinm:samepmdndn;
reservoir and within one thousand (1,000) fest 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
produu:d&umlhewellcamingmcdninueotdmisnomplewdhﬂnmpmducingmvoitndlmdwiﬂﬁnourhnmmd(l.oomfu{ofthclmedm
ffmmmmmyﬂtyplidinmlz-monmpuiodBhnmmtlmﬁuﬁcmﬁﬁm—hoﬂuwmﬂq,[&zshﬂlpaynmomleqdmlhc .
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 cortrary, after a well producing or capable of producing oil or gas has
ocen compieted on the leased premises, Lessee shall exercise the diligence of a reasonabiy prudent operator in driliing such additional weii or weils 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 sumrounding 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 5o that less acreage is
thereafier 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. Nortwithstanding the termination of this lease as to a portion of the lands covered hereby, Lesses shall nevertheless continue 1o 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 sasements 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 ransportation of oil, gas and other minerals producsd from the retained lands.

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

covered by this lease.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days aﬁmp‘n"ﬁl’ .
termination of this lease as provided herein, Lesses shall execute and record a release or releases containing a satisfactory legal description of the acreage and/8f *
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 -
by the General Land Office rules in effect on the date the release is filed. If Lesses fails or refuses to execute and record such release or releases within ni (90)*
days after being requested to do so by the General Land Office, then the Commissioner at his sols discretion may designate by writtca instrument the acreage and/®r
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 gf#e® |

General Land Office and such designation shall be binding upon Lessee for all purposes. e bl

L]

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royaltics paid, or to be paid, under this lease shall relieve Lessee of his obligation to protects |
the oil and gas under the above-described land from being drained. Lessee, sublessee, recziver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premisess In i
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 bedfd * S
drained by production of oil or gas, the Lesses, sublesses, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a wejl or
wells upon the leased premiscs within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start pradutg®
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 cffort, 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, Lesses'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 mspeuld the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil

or gas.



19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. 1f the owner of the s0il defaults in
, Payments owed on the lcased premises, then Lassee may redesm the rights of the owner of the soil in the leased premises by paying any mortgage, taxzs or other fiexis
on the leased premises. If Lessee makes payments on bebalf of the owner of the <oil under this paragraph, Lesses may recover the cost of these payments fom the

reatal and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entires undivided surface estate in the above
described Jand, whether or not Lessee's interest is specified herein, then the royalties and rental berein provided to be paid to the owner of the soil shall be paid 1o him
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Offics of the State of Texas shall be likswise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissicner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Offics a written statement which explains the
discrepancy berwesn 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 coversd by alease, less the proportionate development and productiog
cost allocable to such undivided interest. However, in no event shall the Commissicner of the General Land Offics reczive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of cne-sixtzenth (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 Namral Resources Code Sections 52.151-52.154, or
if, at any time after the expiration of the primary term or the extznded term, this lease covers a lesser aumber of acres than the total amount described herein,
payments that are made on a per acrs basis hersunder 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 acTes outside the
boundaries of a pooled unit, or, if ater the expiration of the primary term, the number of acres actually retained and coversd by this lease.

21. USE OF WATER Leossze shall have the right io uss water producsd on said land necessary for operations under this [ease”s<cent water from wells or
tanks of the owner of the soil; provided, bowever, 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. AUTHCRIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, improvements,
livestock and crops on said land.

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) fe=t 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, Lesses shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivess and impounded water shall be prevented by the use of containment facilities suficieat to prevent
spillage, sespage or ground watsr contamination. In the svent of polluticn, Lesses shall use all means at its disposal to recaprure ail escaped hydrocarbons or other
pollutant and shall be respoansibie for all damage to pukiic and private properties. Lzssee shall build and maintain fences arcund its slush, sump, and drainage pits
and tank batzries so as to protect livestock against less, damag= or injury; and upen completion or abandonment of any well or wells, Lesse= shall fill and level all
slush pits and cellars and completely clean up the drilling site of all rubbish therson. Lesses shail, while conducting operations on the leased premises, kesp said
premises fres of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surfacs of the land to as near its original

condition and contours as is practicabie. Tanks and cquipment will be k=pt painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right to remove machinery and fixtures placed by-
Lesses on the Jeased premises, including the right to draw and remove casing, within one hundred twenty (120) days arter the expirazica or the termination of u:us )
lease unless the owner of the soil grants Lesses an extension of this 120-day period. However, Lesses 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 notics to the Commissioner of the General
Land Qffics and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which ars not timely removed by Lessez
un¥e e ferms of this paragraph.
LEL Y] "
*ee’ 127. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and zstates of cither party to this
lease gnay be assigaed, in whole or in part, and the provisions of this leasc chall extend 10 and be binding upon their heirs, devicsess, legal represenratives, s_ugr.:ssors
and agsjgns- However, a change or division in ownersaip of the land, reatals, or royaities will oot ?ala.rge the obiigations of Lesses, diminish the rights, privileges
and etyued of Lesses, impair the effectivencss of any payment made by Lessee or impair the effectiveness of any act performed by Lesses. And no change of Al
division in ownership of the land, rentals, or royalties shall bind Lesses for any purpose uatil thirty (30) days afer the owner of the soil (or his heirs, devisess, leg
mpr;nngivcs or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments o-fuﬂﬂ (ora
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the cxtent of the intersst
assigfed, relieve and discharge Lesses 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
opwes keay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failurs by one or more of them to pay his share of
the fntal $hail 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 assignes does a0t filea
ceidied £3py 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
und®r Pa.ra'gmph 3. Ever}- assignee shall succzed to all rights and be subject to all obligations, liabilities, and penalties owed to the Statz 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 pat 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 agzsacy 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 assigne= is:

(1) a nominee of the owner of the seil; . idiary:
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an empicyes of such a corporaticn oF subsidiary;

(3) a partmership in which the owner of the soil is a parmer or is an employe= of such a parmership;
(4) a principal stockholder or employee of the corporation which is the owner of the soil;
(5) a parter or employee in a parmership which is the owner of the soil; A CERTIFIED COPY
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(6) a fiduciary for the owner of the soil; including but not limited 10 a guardian, trustee, executor, administrator, recziver, 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 scil by marriage, blocd, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lasses may at any time exscute and deliver to the owner of the soi]
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 cbligations as to acreage surrendered. If any part of this Jease is propesty surrendered, the delay rental due under this lease shajl be reducad
by the proportion that the surrendered acreage bears to the acreage which was covered by this leace immediatzly prier to such surrender; however, such release wil]
ot relieve Lesses 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 resorded 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
insgumeat is recorded, must be filed in the General Land Office within 50 days of the last execution date accompanied by the prescribed filing fee. If any such
assignment is not 5o filed, the rights acquired under this lease shall be subject to forfeiture at the opticn of the Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions peraining to the lease of the above-descriped land have been included in this insument, including the
statement of the true consideration to be paid for the exzcution of this leasz and the rights and duties of the parties. Any collateral agreements conceming the
development of oil and gas from the leaszd premises which are not contained in this lease render this lease nvalid.

31. FIDUCLARY DUTY. The owner of the soil owes the State a fiduciary duty and mmust fully disclose any facts affecting the State's interest in the leased
premises. When the interssts of the owner of the scil conflict with those of the State, the owner of the soil is obligated 1o put the Statz's interests befere his personal

interests.

32. FORFEITURE. If Lesses shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesses or an autherized
agent should knowingly maks any false retumn or false report conczming production or drilling, or if Lesses shall fail or refuse to driil any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissicner 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 regulaticns promulgated by the Genewai Land Offcs, the School Land Board, or the Railroad Commission, o if
Lesses should refuse the proper authority access to the records pertaining to cperations, of if Lesses or an anthorized agent should knowingly fail or refuse to give
correct infor aation to the proper authority, or knowingly fail or refuse to furnish the General Land Offics a correct log of any well, or if Lesses shall knowingly
violatz any of the material provisions of this lease, or if this lease is assigned and the assignment is 3ot filed in the General Land Offics as requirsd 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 chail again be subject to lease under the tzrms of the Relinquishiment Act. However, nothing herein shall be construed as
waiving the automatic t=rminaticn of this lease by operation of law or by reason of any special limitstion arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfaciory evidence to the Commissioner of the General Land Offics of fururs
comnpliance with the provisions of the law and of this leace and the rules and regulations that may be adopted relative hersto.

33. LIEN. In accordancs with Texas Narural Resources Code 52,136, the State shall have a first lien upen all oil and zas produced from the area coversd
b this lease to securs payment of all unpaid rovalty and other sums of money that may become due ader this lease. By acssptance of this lease, Lesses grants the
Statz, in addition te tae liea provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express contractual lien on and security
interest in all icased minerals in and sxtracted from the leased premises, all proce=ds which may 2ccrue to Lessee from the sale of such leaced minerals, whether such
procseds are held by Lesses or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or procsssing of
such leased minerals in order to securs the payment of all royalties or other amounts due or to besorse due under this lease and to securs payment of any damagss or
loss that Lessor may suffer by reason of Lesses'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 procs=dings in the manner provided in the Tide 1, Chapter 9 of the Texas Business and Commercs Code. Lesses agrees that the
Commissioner may require Lessee 1o execute and record such insguments as may be reasonably necsssary to acknowledgs, artach or perfect this lien. Lesses hereby
represents that there are no prior or superior liens arising from and relating to Lessee's activities upoa the above-described property or from Lasses’s acquisition of
this lease. Should the Commissioner at any time determine that this representation is not true, thea the Commissioner may declars this lease forfeited as proviggd o

L] L

herzin. Py

LE A
34. PCOLING. Lessec is hereby granted the right to poel or unitizs the royalty interest of the owner of the soil under this lease with any other lalseag@-
or mineral intersst for the =xploraticn, development and production of oil or zas or cither of them upcn the same terms as shail be approved by the School Land -
Beard and the Commissioner of the Generzl Land Offic= for the peoling or unitizing of the intcrest of the Stats under this lease pursuant o Texas Namral R:sc'.l'r:.‘-‘-.s
Cods 52.151-52.153. The owner of the soil agrees that the inclusien of this provision in this lease satisfies the execution requirements stated in Texas Namwe. by

Rezsources Code 52.152.

35. INDEMNITY. Lesses hereby releases and dischargss the State of Texas aEd the owner of the soil, their officers, employees, parmers, agents? »
contractors, subcontractors, guests, invitess, and their respective successors and assigns, of and from all and any actions and causes of acticn of every nature, or osher
harm, including savironmental harm, for which recovery of damages is sought, including, but ot limited 1o, all losses and expenses which are caused by thes 0
acuvitics of Lesses, its officers, employess, and agents arising out of, incidental to, or resulting from, the operations of or for Lesses on the leased premises ¢ e
herzunder, or that may arise out of or be occasioned by Lesses’s breach of any of the terms or provisions of this Agresment, or by any other negligeat or stricgly lizble
act or omission of Lesses. Further, Lesses hersby agress 1o be liable for, excnerate, indemnify, defead and hold harmless the Statz of Texas and the owner of &2 et
their officers, employess and agents, their successors or assigns, against any and all claims, liabilites, losses, damages, actions, personal injury (including &.icﬂh)- i
cosis and expenses, of other harm for which recovery of damages is sought, under any theory inclucing tort, contract, or strict liability, including atomeys fees an
other legal expenses, including those relatad to environmental hazards, on the leased premises or in any wzy related to Lezsee’s failure to comply wu.h_a:rl)' and all
environmental laws; those arising from or in any way related to Lesses’s operaticns or any other of Lesses’s actvities on the leased premises; those arising from
Lesses's use of the surfacs 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 cther act or omission of Lessee, its dirsctors, officers, employees, parters, agents, contractors, fubconr?actcrs_ guests, invitees, and their mspczf
successors and assigns. Each assignes of this Agreement, or an interest therzin, agrees 1o be fiable fcr, exonerate, indemnify, defead anFI hold hannlu_s the Stfuc
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 ofﬂc-—-'_ss-
employees, and agents as described abovs. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIOP'O
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WI'I'HO{:FI' REGARD ;&RTY
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.



B 36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution otv
any environmental medium, including soil, surface waters, groundwater, sediments, and surface ummmmmbimahwmo&rmhwmam ‘
lﬂ.ﬂ:?rlmdﬂ.lhekuedpmmisu,bymmpoumorwnumim 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 5q.), 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 MmA
VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE™S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOYERNMENTAL
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT 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 leasc is issued under the provisions of Texas Natural Resources Code  52.171 through 52.190, commonly known as the
R.:Imt_:ruishmemAn.ndothezapplicablemmdmdmmuthumndifmypmvisionhdﬁsIeﬂdonmtmn{mmthmmumzmmuwm
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. Oncs 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 Codc. 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 accordance with

Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the Stats unless it recites the actual and rue 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. : a
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STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF ’
BEFORE ME, the undersigned authority, on this day personally appeared = '

hsmmmube&epcsmwbu:mkmbm’bed»&cﬁ:nh;hﬂmtu of

uwmummummm :
for the purposes and consideration therein expressed, in the capacity stated, and zs 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 i (CORPORATION ACKNOWLEDGMENT)
COUNTY OF -

BEFORE ME, the undersigned amb?rity. on this day personaily sppeared

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

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

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

Notary Public in and for

S

STATEOF___!®y (< . (INDIVIDUAL ACKNOWLEDGMENT)

COUNTYOF__ [YIs ™D

Before me, the undersigned authority, oa this day personally appeared___Warren Malcolm Clark, Trustee of the

Warren Malcolm Clark Trust
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 NA day of C CL 9 9K L
L L
JILL TURNER GREEN 'P ‘\ i { J Ll nu',-../ & A’.1—/} L i
MY COMMISSION EXPIRES J sses,
February 21, 2001 Notary Pubhc in and for, f %ee
— L]

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)  *,440

COUNTY OF IZL[‘ZW y E-oo:!

Before me, the undersigned authority, on this day personally appeared M’m = '
// U . asee e

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 purposﬁ and”
consideration therein expressed. YTl

L] L]

19 e OCAOnOA W48
Nl jic~ e L

Notary Public in and for, [

Given under my hand and seal of office this the

>

‘ ¥
3 *; :3;5 NOTARY PUBLIC
iw;\ PN State of Texas
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
AUGUST 14, 1998, BY AND BETWEEN WARREN MALCOLM CLARK, TRUSTEE OF THE
WARREN MALCOM CLARK TRUST, AS LESSOR, AND CLAY JOHNSON, AS LESSEE,
COVERING ALL OF SECTIONS 29 AND 32, BLOCK 53, PUBLIC SCHOOL LAND SURVEY,
CULBERSON COUNTY, TEXAS.

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

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

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.

A CERTIFIED COPY
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“FILED FOR RECORD"

AT Z2:25 '0L0CK —Z M.

NO\I. 5,/97¢

County CIerk Culb;son Cou?ty Tx
BY DEPUTY

THE STATE OF TEXAS |

COUNTY OF CULBERSON ) [, Linda Urias, Clerk of the County Court in and

for said County and State, dcluubyuﬂ.ify that the foregoing is & true and
.Jéwe 19

aied R
922 Azc.re o

flled for record in my olfice this .2 day of -
mﬂu.LQ.._i_ M M., under Clerk's File No. = /306 .tobe
recordedinthe s/ 7 (GG S Records of Culberson County,
Texas.

TO CERTIFY WHICH, Witness my hand and official seal at Van Horn, this
day of Qe .19

2 ‘ é Z LINDA URIAS, COUNTY CLERK
By . Deputy. CULBERSON COUNTY, TEXAS.
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ACQUISITION CHECKING

COMMISSIONER OF THE GENERAL LAND OFFICE 11/4/98

': P;’\}\'AGON #299:1.ease Bonus
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Chegking L.ease Bonus
. o -

Payment in full of 1/2 Lease Bonus Consideration due
the State of Texas for Paid-Up Oil & Gas Lease

dated 08/14/98 from the State of Texas by Agent
Warren Malcolm Clark, Trustee of the Warren Malcolm
Clark Trust, Lessor, in favor of Clay Johnson, Lessee,
covering all of Sections 29 & 32, Block 53, 9 an
PSL Survey, Culberson County. Texas.

002856

\7,084.80

7,084.80
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‘:E’E\EPA_GON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 7,084.80
. the State of Texas for Paid-Up Oil & Gas Lease
- Lo« dated 08/14/98 from the State of Texas by Agent
. Warren Malcolm Clark, Trustee of the Warren Malcolm

. Clark Trust, Lessor, in favor of Clay Johnson, Lessee,

. . covering all of Sections 29 & 32, Block 53,
ey PSL Survey, Culberson County, Texas.
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Transaction £ 2808
Lessor George, Rita Reed

Lesses: Clay Johnson

LEASE DESCRIPTION

County BasgFileNo Part
cuteerson (P 30452 AL
CULBERSON — 139459 ALL

TERMS OFFERED
Primary Term: 5 years
Bonus/Acre: | $50.00 |
Rental/Acre: | $1.00 |

Royalty: (3116

COMPARISONS
MF # Lesses

RAL REVIEW SHEET

Wt L. Collier

Laass Date: 8/14/98 Uk
Acres: 524.8
Sec. Block Twp Survey Abst#
29 53 00 PUBLIC SCHOOL LAND 4686
32 53 00 PUBLIC SCHOOL LAND 4687

TERMS RECOMMENDED

Primary Term 5 years

Bonus/Acre l $50.00

Rental/Acre | $1.00 |

Royalty 316

Data Term Bonus/Ac. Rental/Ac.  Royaity  Distance
‘ ' Last Leasa

Comments: |Paid up rental. Gross acres 1,280. See Others: Warren Malcolm Clark, Trustee with 262.4 acres, Carolyn
CIarkﬁOatﬁman Trust with 262.4 acres, W.W. Oatman with 230.4 acres.

—

Approvedt AR 9.4

Wednesday, September 16, 1998
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TEXAS GENERAL LAND OFFICE /M-1%0170
GARRY MAURO Peid-4p

COMMISSIONER MEMORANDUM

DATE:  16-Sep-98

TO: Garry Mauro, Commissioner

Spencer Reid, Senior Deputy Commissioner

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

RE: Relinquishment Act Lease

Applicant:  Clay Johnson

County: CULBERSON Base File #: 139458
Section: 29 Block: 53 Abstract: 4686
Survey: PUBLIC SCHOOL LAND
Prim. Term: 5 years Bonus/Acre $50.00
Royalty: 3/16 Rental/Acre $1.00

Consideration

Recommende&m b 58
Not Recommended:

Comments:

Lease Form

Recommended: [éﬁ §/H /5%

Not Recommended:
Comments:

Spencer Reid, Senior Deputy Date: 4 -/6 - ‘?f

Recommended: :’ﬂé

Not Recommended:

Garry Mauro, Commissioner Date:

Approved:
Not Approved:






i Carrisaionar 1700 North Congress Avenue
y Mauro, Commissione Austin, Texas 78701-1495

(512) 463-5001

% Texas General Land Office Stephen F. Austin Building

December 4, 1998

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

Re: RELINQUISHMENT ACT LEASE NO. M-100170
All Sec. 29 & 32, Blk. 53, PSL
Culberson 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-100170. Please refer to
this number in all future correspondence conceming the lease.

Your remittance of $14,294.60, has been applied as the state’s portion of the bonus, the
processing fee and the filing fee. Please let me know if you should have any questions.

Sincerely,

b
YN
Drew Reid
Minerals Leasing '
Energy Resources
(5612) 475-1534

DR:MT:mrg

Printed on recycled paper with soybean ink
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