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v A CEGTIFfED
IF IT BEARS THE SEA COPY
ATTEST: 25 o K
General Land Office Z

Relinquishmat Act Lease Form e ”Cga”‘gw”coum CLERK
Revised, September 1997 ) d ?U PATYY,
i /,
PATD UP {Z i
OIL AND GAS LEASE
THISAGREEMENTBmademd:nmdmmM 17 dayof Inily 19_Qg , between the State of Texas, acting by and through ity
agent,__Wayne Moore, a widower
of AN3 N. Marijenfeld, Midland., TX 79 "0 1
said agenr .
(Give Permanent Address)
herein referred to as the owner of the soil (whether one or more), and, g:lawz Johnson
03 W, Wall, Suite 800 of
uldlan TX 79701
(Give Permanent Address)
hereinafter called Lesses.

1. GRANTING CLAUSE. l"‘cn':ndmcl:\mzdn:f:ﬂ:.m:uc:t‘thl:.11::::1:::::::1:;:::1!:u:lcnwmch:sfl:m:t:n:nrezuu'n:anv:lz:gree::::::n:mbepa.:d.k::;)tamlp:rf.:m,m”,7
L:meemde:muleas:.mcsmzof'l‘uasmgbymd:hmuglnheowwoﬁ'hesod.haebymlmmdlusmusﬁm.ﬁnrmesoleandonlypmgf
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power staticns, telephone Jines and other structures
thereon, to produce, save, taks care of, treat and transport said products of the lease, the following lands situated in cCulbersaon Counry, State

oK o Block 100, Public School Land Survey
Section 8: All
Section 9: All
Section 16: All
Section 17: All
conzining__ 2, 560 acres, more or less. The bonus consideration paid for this lease is as follows:

To the Statz of Texas: ventes H E and No/100===—
Dollars (3 17,.7280.00 )

To the owner of the soil: Seventeen Thousand Two Hundred Eighty and No/100---
Dollars (3 17,280.00 )

Total bonus consideration:  Thirtv-four Thousand Five Hundred Sixty and No/100
Dollars (5 34,560,00 )

The total bonus consideration paid represents abonusof Fifty—-four and No/100----———-eoeooeoo—o—oo————

L Dollars (3 Ed_ 00 ) perace, 00 40 net acres.
*Sed Exhlblt "A" attached for Pd-Up .Delay Rental Provision shown as Paragraph #40
*ses TERM. Subject to the other provisions in this lease, this lease shall be for a term of from this date

(hezan ca!lcd primary term”™) and as long thereatter as oil and gas, or zither of them, is produced in paying quantities fom said land.
As uscd in this lease, the term "producsd in paying quantities” means that the receipts from the sale or other authorized commercial use of the substancs(s) coverzsd
=x.r:¢sd gut of pocket operational expenses for the six months Jast past.

e .

Bank, )
anges in the ownership of

B or its succsssars (which shall continue as the depository regardl
:‘d land), the amount specified in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL OFFICE OF THE STATE OF
3 AT AUSTIN, TEXAS, a like r before said date. Payments under this paragraph shall operate as a and shall cover the privilege of defeming
thcmmcnccmem of a well for one (1) year from =2 . Payments under this paragraph shall be in the
To the owner of the soil:
Dollars ($ e )
To the State of Texas: //\\
Dollars (S )
Total Rental: et T

Dollars (S

In a like manner and upon like p ¥ T ) ncsmer f f e s cds of one (1) year sach during
Qf this lease, a.rld may be



_ 4. PRODUCTION ROYALTIES. Upen production of oil and/or gas, Lesses agrees 1o pay or cause to be paid one-half (1/2) of the royaity
S,rowd.:d 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
e soil: =

(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 as all

condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
3/16 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 o be dezermined by 1) the highest posted price, plus premium, if any, offered or paid for ail, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general arca where produced and whea run, or 2) the highest mariket price mzenfoﬁ'audorpaid;uh
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lesses agrees that before any gas produced from the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas scparator of conventional type,
other equipment at |east as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requirement that such £as be mw
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 subparagraph (A) above, produced from any well on said land (except as provided herein with respect o gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shail be 3/16 part of the gross production or the market value thercof, at the option of the
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general area where produczd 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 gas under this lease shall not at any time exczed 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 Balancs Method or by the
most approved method of testing being used by the industry at the time of testing. -

© PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owmer 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
preduction of residue gas atributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lesses, whichever is the greater, of the
total plant production of liquid hydrocarbons artributable to the gas producsd from this lease; provided that if liquid hydrocarbans are recovered fom gas processed
in a plant in which Lesses (or its pareat, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing agreements or contracts in the industy), whichever is the greater. The respecdve royalties on residue gas
and cn liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hycrocarbons) of comparable quality in the
general area, or 2) the gross price paid or offered for such residue zas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
:chichever is the greater. In no event, however, shall the royaities payable under this paragraph be less than the royalties which would have been due had the gas not

en processed.

(D) OTHER PRODUCTS. Royaity on carbon black, sulphur or any other products producsd or manufactur=d Som gas (excsptng liquid hydrocarbons)
whether said gas be "casinghead,” *dry,” or any other gas, by Sactionating, bumning or any other preesssing shall be S YAl part of the
gross production of such products, or the market value thereof, at the option of the owner of the scil or the Commissioner of the General Land Office, such market
value to be determined as follows: 1) on the basis of the highest markst price of each product for the same month in which such product is producsd, or 2) on the
basis of the average gross sale price of 2ach product for the same month in which such products are produced; whichever is the greater.

5. MINIMUM ROYALTY. During any year after the sxpiration of the primary term of this lease, if this lease is maintained by production, the royalties
paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shail be due and payaglg og or
before the last day of the month succezding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the _®
precading year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be.gr:e.

L]

dollar ($1.00) per acre. .
. .o

6. ROYALTY DN KIND. Norwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissfoner
of the General Land Offics may, at the opticn of =ither, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any,rb!ﬂﬁﬁ
accruing to such royaity owner under this lease be made in kind. The owner of the soil's or the Commissicner of the General Land Office's rght to taks iteroyfity in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights or Lesse<’s obligations, whether express of iggHed.

. -

under this lease. *
= .

7. NO DEDUCTIONS. Lzsses agrees that all royalties accruing under this lease (including those paid in kind) shall be withcut deduction for Lhcanm‘f
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, ransporting, and otherwise making the oil, gas and other producty e s e
herzunder ready for sale or use. Lesses agrees to computs and pay royalties on the gross value received, including any reimbursements for severance taxes ﬂd... .
o

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 o )
process zas produced hereunder in any procsssing 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 Offics, Lesses may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises ater the liquid hydrocarbons contained in the gas have besn removed; no royaities shall be payable on the recycled gas
until it is produced and sold or used by L=sses in a manner which entitles the royalty owners to a royalty under this lease.

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

Texas, in the following manner:

ntly provide that royalty on oil is Gl

n gas is due and
affidavit of the
d disposition of
on, dispasition

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules curre
and must be recsived in the General Land Offics on or befors the 5th day of the second month succe=ding the month of producticn, and royalty o
must be received in the General Land Offics on or befors the 15th day of the second month succeeding the month of production, accompanied by the
owmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the zross amount anc
all oil and gas producsd and the markst value of the cil and gas, together with a copy of all documents, records or reports confirming the 2ross producti



and market value including gas meter readings, pipeline receipts, gas line reccipts and other checks or memoranda of amount produced and put into pipelines,

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, dispositien and
market value. In all cases the authority of a manager or agent to act for the Lesses herein must be filed in the General Land Office. Each royalty payment shaj) pe
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on cach leasz. If Lessee pays his royalty on or before thirty (30) days aﬁaﬁcmﬂqmw&gmmmapﬂﬂﬂyofsymuhmmw
$25.00, whichever is 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 grearer.
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 i
effective on the date when the affidavits or supporting documents were due. The Lesses shall bear 2il responsibility for paying or causing royalties o be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's righ.taffnrf:imreasp:widedb,hw
nor act to pestpone the date on which royaities 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. Lesses shall anngally furnish the Commissioner of the General Land Offics with
its bestpon-iblemimn:otoilandpsmundeﬂyingmislmeotalloczhlemlh.is!nsea.ndshaﬂm&hnid&minionaﬁmmpiaofmmnmm
which gas i3 sold or processed and all subsequent agreements and amendments (o such contracts within thirty (30) days after entering into or making such contraces,
agreements or amendments. Such contracts and agreements when reczived 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 o the production, transportation, sale and marketing of the oil and gas produced oa said
premises, including the books and accounts, receipts and discharges of ail wells, tanks, pools, meters, and pipelines shall af all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attorney General, the Governcr, or the representative of amy of them. .

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease shall be submitt=d 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 amy well or wells. Such
written notice to the General Land Office shail include copies of Railroad Commission forms for applicaticn to drill. Copies of well tests, completion reports and
plugging reports shall be supplied to the General Land Offics 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 batieries or other associated improvements to the land must also include the word *State.* Lesses shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Offics, 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 ail wells drilled on the above described premises and shall transmit a true copy of
the log of each survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the Geaeral Land Office whea
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 Geaeral

Land Offics.

11. DRY HOLE/CESSATICN OF PRODUCTION DURING PRIMARY TERM. If. during the primary term her=of and prior to discovery and producticn
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 shail oot terminate if on or befors the expiration of sixry (60) days fom
date of completion of said dry hole or cessation of production Lesses 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 pricr thereto, a dry hole be
completed and abandoned, or the production of oil or gas should czase for any cause, Lesses's rights shall remain in full forcs and effect without further operations
until the expiration of the primary term: and if Lesses 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
progugiipn 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 weil within the
prigldgy, B hereof, Lesse= may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
exRigifgn of sixty (60) days from the datz of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso fm:m
tetgydate 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
accgrdance with the shut-in provisions hersof

«°%0% 12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas IS being -
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for
driiligg dr reworking of any additional well are prosecuted in good faith and in- workmanlike manner without interruptions totaling more than sixty (60) days during
any of*such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is producsd in paying quantities fom said land, of
payment of shut-in ail or gas weil royalties or compensatory royalties is made as provided in this lease.

LT XY
L] i

eess” |3 CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or zas from the leased premises, after
PPg5 gained, should cease from any cause. this [ease shail not terminate if Lesses commences additional drilling or reworking operations within sixty (60) days
after swch cessation, and this lease shall remain in full fores and effect for so long as such operaticns continue in good faith and in weorkmanliks 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 foree 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 Lzsses commences additional drilling or reworking operations within sixty (60) days after the compietion of the well as a dry hole, and U_'ﬂs lease
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in 2 workmanlike manner without interruptions totaling mors
than sixty (60) days. Lessee shall give written notics to the General Land Offics within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well” means any well that has bezn assigned a well number by the state agency 1_13\'111_2
Jjurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being rmu-uau-wd_mm=
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 o_fsulu
preduction facilities or lack of a suitable markzt. then Lessce may pay as a shut-in oil or gas royalty an amount =qual to double the annual rental provided in t.hcm
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If P"“""g{gﬂh%f{ﬁﬁ 'gi- ‘3‘;5&3‘“" ﬁ?f?‘“hy r::m
amount, then for the purposes of this paragraph, the delay rental amount shall be one doilar (51.00) per acre. TUATCT[-CSTC;:’WE' :@ \Lﬁﬁ%ﬁ%‘;f
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lesses ceases to produce oil or gas from the lmedpmnisa,m-(!)soday;

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-haif (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered whe
a producing lease and the payment shall extend the term of the lease for 1 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 mere succsssive 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 ang
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in my
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 efective
fort.bemm:.inderoﬂbeye:rfcrwhic.hd:cmyﬂryhasbe:npaid. The Lessee may maintain the lease for four more successive years by Lessee paying
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainages 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 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
producsd from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) fe=t of the leased premises
If the compensatory royalty paid in amy 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will acsrue penalty and interest in
accordance with Paragraph 9 of this lease. Nooe of these provisions will relieve Lesses of the obligation of reasonable development nor the obligation to drill offset
wells as provided in Texas Natural Resources Code §2.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the

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

16. RETAINED ACREAGE. Notwithstanding any provision of this leass to the contrary, after a well producing or capable of-producing oil or gas has
been completed on the leased premises, Lassee shall exercise the diligencs of a reasonably prudent cperator 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) YERTICAL. In the svent this leasz is in force and effect two (2) years after the expiration date of the primary or extended term it shall thea terminate
as 10 all of the leased premises, EXCEPT (1) 40 acres surrounding =ach 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 bereof), 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 sach such producing well under the rules
and regulations of the Railroad Commission of Texas, or amy successor ageacy, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable fieid rules are changed or the well or wells locatzd thereon are reclassified so that less acreage is
thersafler allocated to said weil or wells for production purposes, this lease shall thersupon terminatz as to all acreage not thersafter allocared to said well or wells for
production purposes. Notwithstanding the termination of this lease as to 1 portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
ingress to and egress from the lands still subjecs to this lease for all purposes described in Paragraph 1 hercof, together with casements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and acruss all the lands described in Paragraph | hereof ("the remined lands”™), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerals producsd fom 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 shail further
terminate as to all depths below 100 fest below the total depth drilled (hereinafter "desper depths”™) in each well located on acreage retained in Paragraph 16 (A)
atcve, uniess 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
consideration for this lease (as specified on page 1 hersof). If such amount is paid, this [ease shall be in force and efect as to such desper depths, and said
termination shall be delayed for an additional peried of two (2) years and so long thereafter as oil or gas is producsd in paying quandties from such decper depths

covered by this leass, e o
- -
se *

(C) IDENTIFICATION AND FILING. The surfacs acreage retained hereunder as to cach well shall, as nearly as practical, be in the form of 2 squagwith
the well located in the center thereof] or such other shape as may be approved by the Commissioner of the General Land Cffice. Within thirty (30) days a.ﬂtrm
termination of this lease as provided herein, Lesses shall sx=cute 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 Officz, accompanied by the filing fee presgged
by the General Land Office rules in efect on the date the release is filed. If Lesses fails or refuses to execute and record such release or releases within ninety 90,
days after being requested 0 do so by the General Land Offics, then the Commissioner at his sole discetion may designate by writen instrument the acreage md{",f
depths o be released hersunder and record such insoument at Lesses's expense in the county or counties whers the lease is located and in the official IEGONS:U.M".°

General Land Offics and such designation shall be binding upen Lesses for all purposes. =
17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or t be paid, under this lease shall refieve Lesses of his obligation to 323" o
drill as mafy®

the oil and gas under the above-described land from being drained. Lesses, sublessee, recsiver or other agent in contol of the leased premises shall :
wells as the facts may justify and shail use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased Pmﬂ_"”-:@- see
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 bemg
drained by production of ail or gas, the Lesses, 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 weils or the well or wells completed within 1,000 fest of the leased premises start producing
in commercial quantities and shall prosecute such driiling with diligeacs. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the
soil’s agency rights to forfeiture. Cnly upon the detzrmination of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royaity 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 fom producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, 3¢l orC-o:Ls:r.
any valid order, rule or regulation of zovernment 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 failurs to comply with such covenants; additionally, this lease shall be extended while Lassee is prevented, by any such cause,
from conducting drilling and reworking operaticns or fom producing oil or gas fom the leased premises. However, nothing in this paragraph shall suspcn'd rhefo“
payment of delay rentals in order to maintain this lease in effect during the primary term in the absencs of such drilling or reworking operations or productioa 0

or gas.



19. WARRANTY CLAUSE. The owner of the soil warants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the Icased premises, then Lesses may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes of other liens
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 royaities due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or not Lessee’s interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or reatal due to the Commissioner of
the General Land Office, Lesses 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 Lang
Offics shall be paid the value of the whole production allocable t any undivided interest not coversd by alease, less the proportionate development and production
cost allocable 1o 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-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 boundarics
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, o
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 hercunder shall be reduced according o the aumber 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 shail be calculated based upon the number of acres cutside the.
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of actes actually renined and covered by this lease.

21. USE OF WATER. Lessee shall have the right o use water produced on said land necessary for operations under this lease =xcept water from wells or
tanks of the owner of the soil; provided, however, Lesses shall not use potable water or water suitable for livestock or imrigation purposes for waterflood operations

without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lesses 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. Whea requestzd 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 (2C0) fe=t to any house or bam now on said premises without the
written consent of the owner of the soil. s

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, narural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, sespage or ground watsr contamination. In the svent of pollution, Lesses shall use all means at its disposal o recapture all escaped hydrocarbons or other
pollutant and shail be responsibic for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pis
and tank banteries so as o protect livestock against loss, damage or injury; and upon completion cr abandonment of any well or wells, Lesses shall fill and level all
slush pits and czllars and completely clean up the drilling site of all rubbish thereon. Lesses shall, while conducting operations on the leased premises, keep said
premises free of all rubbish, cans, botles, 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 practicable. Tanks and equipment will be k=pt painted and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right 10 remove machinery and fixtures placed by
Lesses on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiraticn or the termination of this
lca.gognltss the owner of the soil grants Lesses an extension of this 120-day pericd. However, Lesses may ot remove casing ffom any well capable of producing oil
and gasia Daying quantities. Additionally, L=sse= may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General
Land Qffic= and to the owner of the soil. The owner of the soil shail become the owner of any machinery, fixmures, or casing which ars not timely removed by Lesses
undeztie fmms of this paragraph.

L
eeee 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
2be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisess, legal representatives, SYCCEITOns

and, gssigns. However, a change or division in ownership of the land, reatals, or royalties will nct =alarge the obligations of Lesses, diminish the rights, privileges
arfy csvates of Lesses, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by L:_f.s:. ,§nd no c..‘lan'ge or
division in ownership of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisess, legal
reppesentatives or assigns) fumishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments o_f title (or
cor.tizfeacopy of such original) when the ownership changsd because of a conveyance. A total or partal assignment of this lease shall, to the extent of the mu_ﬂﬂ
assigncd, 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
o,&oudpay 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 rened shall not affect this lease on the sart of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor cr assignes does not file a
c=rtified copy of such assignment in the General Land Offics before the next reatal paying date, the entire lease shall terminatz for failure to pay the entire rental due
under Paragraph 3. Every assignes shall succzed to all rights and be subject to all obligations, liabilitics, and penalties owed to the Stats by the original lessee or anY

pricr assignes 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 whele 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 forfsited by the Commissioner. An assignment will be tr=ated as if it were made 1o the owner of the soil if the assignesz is:

(1) anomines of the owner of the soil; . . g T
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employes of such a corporation of subsidiary;

(3) a parmership in which the owner of the scil is a parmer or is an employe= of such a parmership;

(4) aprincipal smcklhcldc:' or employc; of t}'11= r;‘u!'pihradcn whic?uis mglower of the soil; A CERTIFIED COPY
(5) a parmer or employes in a parmership which is the awner of the soil; IF IT BEARS THE SEAL OF THE CQUNTY CLEF
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(6) afiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, recsiver, 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, Lesses may at any time execute and deliver to the owner of the soil

and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and be
relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced
by the proporticn that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will
not relieve Lesses of any liabilities which may have accrued under this lease prior to the surrender of such acreage. ;

29. FILING OF ASSIGNMENTS AND RELEASES. Ifall crmypanuﬁhislasci:mip:edorreleased.mchasimwrelmmustbemmh
the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the Counry Clerk of the county in which the
inswumeat is recorded, must be filed in the General Land Office within 0 days of the last execution date accompanied by the prescribed filing fee. If any such
assignment is not 50 filed, the rights acquired under this lease shail 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 Tue corsideration to be paid for the execution of this lease and the rights and duties of the partics. Any collatzral agresments conceming the
development of oil and gas from the leaszd premises which are not contained in this lease render this lease mvalid.

31. FIDUCLIARY 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. Whea the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated o 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 knowingly make any false retum or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset weil 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 w file reports in the manner
required by law or fail to 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 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
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 forfeinure by the Commissioner, and he shall forfeit same when sufficieatly informed of the facts which authorizs a
forfeiture, and when forfeited the area shail again be subject to lease under the terms of the Relinguishment 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. Forfcimures may be set aside and this
lease and all rights thersunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Offics of future
cempiiance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hersto.

33. LIEN. In accordancs with Texas Natural Resources Code 52136, the State shail have a first lien upon all oil and zas produced from the area coversd
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under ‘his lease. By acceptance of this lease, Lesses grants the
Statz, in addition to the liea provided by Texas Narural Resources Code 52.136 and any other applicable statutory lien, an express contactual lien on and security
interest in all leased minerals in and exwacted fom the leased premises, ail procesds which may accrue to Lessee from the sale of such leased minerals, whether such
procesds 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 processing of
such leased minerals in order to secure the payment of all royalties or other amounts due or 1o becorse due under this lease and to secure payment of ay damages 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 procsedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lessee agrees that the
Commissioner may require Lesses 1o executs and record such imstuments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lesseg jersdy
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or fom Lassee's acquisitigg 96 *
this lease. Should the Commissioner at any time determine that this representation is not rue, thea the Commissioner may declars this lease forfeited as prov‘i.q;g_
herzin. A .
34. POOLING. Lesses is hereby grantsd the right 1o pool or unitize the royalty interest of the owner of the soil under this lease with any other Ie:sc!.lélg
or mineral intersst for the exploration, development and production of oil or zas or cither of them upon the same terms as shail be approved by the School Laade
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 Re!our&%
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the sxecution requircments stated in Texas Namufg ,° K

.o

Resources Code 52.152. .

35. INDEMNITY. Lesses hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employess, parmers, agents, ¢ e
contractors, subcontractors, guests, invite=s, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, Oreaes
harm, including =nvironmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expeases which are caused b_y the .
activities of Lessee, its officers, employess, and agents arising out of, incidental o, or resulting from, the operations of or for Lesses on the leased premises o @
hereunder, or that may arise out of or be cccasioned by Lesses’s breach of any of the terms or provisions of this Agresment, or by any other negligent or strictly hab_le
act or omission of Lesse=. Further, Lesses hercby agress to be liable for, exonerate, indemnify, defead and hold harmless the Stat= of Texas and the owner of the soil,
their officers, employess and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including ?Clﬁh)-
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contrace, or strict liability, including atomeys fees and
other legal expenses, including those relarad to environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply wuh-a:n:f and all
environmental laws; those arising from cr in any way related to Lesses's operations or any other of Lesses’s activities on the leased premises; thc:?c_ansmz ﬁ'P“"
Lesses'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 ot.' tis
Agreement or any other act or omission of Lesses, its directors, officers, employess, parmers, agents, cONT3Ctors, subconwracicrs, guests, invitees, and their “59“:;“
succassors and assigns. Each assignes of this Agreement, or an inter=st therzin, agress to be liable for, exonerate, indemnify, defend :pfi hold harml;s the State 0
Texas and the owner of the soil, their oficers, employees. and agents in the same manner provided above in connection with the activities of Lesses, its ofﬁc:-'_ss-
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATION
AND\CR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND Wl’I'HOI:IT 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 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 i
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambieat air or any other cavironmenta] medium -
in, on, or under, the leased premises, by any waste, poilutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestog
containing materials, explosives, toxic materials, or substancas regulated as hazardous wastes, hazardous materials, hazardous substances (as the term
Substance™ is defined in the Comprehensive Eavironmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S 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, PENAL
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS’ FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
VIOLATION OF THE FOREGOING PROHIBITION OR (IT) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOYE, 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 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 lease is issued under the provisions of Texas Nanural Resources Code 52,171 through 52.190, commonly known as the
Relinquishment Act, and other applicable stanutes and amendments thereto, and if any provision in this lease does not conform to these statutes, the stanutes will
prevail over any nonconforming lease provisions. -

38. EXECUTION. This oil and gas lease must be signed and acknowiedged by the Lesses before it is filed of record in the county records and in the
General Land Offics of the State of Texas. Cucs 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 Code, this lease 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 leasz is not
eTective undl a certified copy of this lease (which is made and centified by the County Clerk from his records) is Sled in the General Land Offics in accordancs with
Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the acual and Tue 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 Offics. .
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STATE OF

COUNTY OF,

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

(CORPORATION ACKNOWLEDGMENT)

knownmmemh&epmuwhounmehmbsmhdb&cfcfepmgm“

—————

of

nd acknow
for the purposes and consideration therein expressed, in the capacity stated, and 2s the act and deed of said corporation.
Given under my hand and seal of office this the

ledgedtomdlaheammdugm -

day of ;19 -
Notary Public in and for
STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

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

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

of

for the purposes and consideration therein expressed, in the capacity stated, and as the act and de=d of said corporation.

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

;19

amnd acknowledged to me that he sxecuted the same

Notary Public in and for

stamzor_ | € XAS
COUNTY OF I/V)nOL}Md

Before me, the undersigned authority, on this day personally appear=d

Wayne Maoare,

(INDIVIDUAL ACKINOWLEDCGMENT)

a widower

known 10 me o be the persons whose names are subscribed to the foregoing instument, and ackzowledged to me thar they exscuted the same for the purposes and

consideration thersin expressed.

. = ‘. .
Given under my hand and seal of office this the ,Q JIS€ st LL? . 18 Cff g
$ PATRICIA L. BANE § ' ¢ AT
NOTARY PUBLIC § .
: State of Texas : Notary Public in and for e,
b Comm. Exp. 05-29-2000 ¢ ) ) . ‘."
STATE OF _-ay (INDIVIDUAL ACKNOWLEDGMENT) 2,* .°*
countyor__ [T\ OLLM

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

& uy J chnsar

[
poevase

known to me o be the persons whese names are subscribed 1o the foregoing insgument, and acknowledged to me that they executed the same for the purpeles and

consideration therein expressed.

Qg

w94

34‘

T

Given under my hand and seal of offics this the day of e
i ..-“‘ RO »
b GRr MONICAMARLOWE ¢
f’f}‘/ "‘;‘ NOTARY PUELIC E Notary Putlic in and for
Sioh PN 5] Stats of Texas ¢
e Comm. Exp. 10-30-99 ¢
o e o o




EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY -
17, 1998, BY AND BETWEEN WAYNE MOORE, A WIDOWER AS LESSOR, AND CLAY
JOHNSON, AS LESSEE, AND COVERING 640 NET MINERAL ACRES, MORE OR LESS, ALL IN
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. The sole liability or penalty for the failure of Lessee to drill any well or
wells required or permitted in this lease shall be the termination or partial termination of Lessee's rights
under the lease as provided above.

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

LINDA McDONALD COUNTY CLE
INDA Mc g 4 ERK
CULBERSON COUNTY, TEXAS

PAID UP BY & /w;?/e'é.//////&;‘—un

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this ] 7 dsyof_Inly 1998 .mhsmnmemlbvlndm;hiu
agent, Montebew. Inc.

of 16801 Addisaon B4 .. Sutie 200

Pallas, PY 75248 said agent
(Give Permanent Address) .
herein referred to as the owner of the soil (whether one or more), and Clavy 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, k=pt and performed by

Lessee under this lease, the State of Texas acting by and through the owner of the soil, bereby grants, leases and lets unto Lesses, 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 stations, telephone lines and other structures
thereon, to produce, save, taks care of, treat and transport said products of the lease, the following lands situated in culhersaon County, State
f Tt to-wi . .
e Block 100, Public School Land Survey

Section 8: All

Section 9: All

Section 16: All

Section: 17: All

containing__ 2 , 560 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: . Seventeen Thousand Two Hundred Eighty and No/100---
Dellars(S__ 17 .280,00 )

To the owner of the soil:__Seventeen Thousand Two Hundred Eighty and No/100--
Dollzs(S___17.280.00 )

Toral bonus consideration: Thirty-four Thousand Five Hundred Sixty and No/100

...oc. DO”E!‘S(S 34 i 560.00 )
* o0 .
The iqfalbonus consideration paid represents abonus of___F L £ ty—-four and T L o e
sl Dollars (S 54.00 ) peracre,cn 640 net acres.
,:"2. TERM. Subjcctmd:eotherpmvtionsmLhisle::sc'.:hisleasesha.ﬂbefor:::.-maf Five (5) yvears from this dae

(hetgiptalfed "primary term™) and as long therzater as oil and gas, or sither of them, is produced in paying quantities fom said land.
As ysed in this lease, the term "produced in paying quantities® means that the reczipts fom the sale or other authorized commercial use of the substanc(s) coversd
:zoe.edco.uzof pocket operational expenses for the six months last past.

*See Exhibit "A" attached for Pd-up delay rental

onedr befose
the ***°®

provision shown as Paragraph #40.
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iversary date Lesses shall pay or tender to the owner of the soil or to his credit in

STl
Zs in the ownership of

T passna S , or its succsssors (which shall continue as the depository regardless of
said’land)? the amount specified belowrm.addition, Lesses shall pay or tender to the COMMISSIONER OF THE GENERAL CE OF THE STATE (_JF
TEXAS, AT AUSTIN, TEXAS, a like sum on fore said date. Payments under this paragraph shall operate as 2 | cover the privilege of defeming

To the owner of the soil:

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

Dollars (S o e )
Total Rental: R e

Dollars (S

segiods of one (1) year cach during

or tenders of reatal to the owner of the seil may be made by check or sight draft of Lesses, or any assigne=qf this lease, and may _be

the rental paying dare. If the bank designated in this paragraph (or its successor bank) should czase to exist, suspend busi liquidate, fail or
pt rental, Lesses shall oot be held in default for failure to make such payments or e

In a like manner and upon like pay=er




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

the soil:

(A) OILL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and alsg a5 all
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hercinafter 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 Offics, such value to be determined by 1) the highest pested price, plus premium, if any, offered or paid for ail, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general arca where producsd and when run, or 2) the highest market price thereof offered of paid in the
geaeqal area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requircment that such Zas be nn
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 gascous substances not defined
as oil in subparagraph (A) above, produced from any well on said [and (except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) 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 Commissioner of the General Land Office, such value 1o be based on the highest market price paid or offered for gas of comparable quality in
the general arca where produced and when run, or the gross price paid or offered to the producsr, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shail not at any time excesd 14.65 pounds per square inch absolutz, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
most approved method of testing being used by the industry at the time of testing. 2

(@] 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 zas produced from this lease, and on fifty percent (50%), or that percent accruing to Lesses, whichever is the greater, of the
total plant production of liquid hydrocarbons arributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered fom gas processed
in a plant in which Lesses (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a procsssing agreement negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The respective royalties on residue zas
and cn liquid hydrocarbons shall be determined by 1) the highest markzt pricz paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
general area, or 2) the gross prics paid or offer=d for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shail the royalties payable under this paragraph be less than the royalties which would have besn due had the gas not
been processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured Som gas (excspdng liquid hydrocarbons)
whether said gas be “casinghead,” "dry,”® or any other gas, by factionating, buming or any other processing shall be = 306 partof the
gross production of such products, or the markst value thereof, at the option of the owner of the scil or the Commissicner of the General Land Office, such market
value o0 be determined as follows: 1) on the basis of the highest markst price of each product for the same month in which such product is produczd, or 2) on the
basis of the average gross sale price of =ach 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, e phallies
paid under this lease in no event shall be Jess than an amount equal to the total annual delay rental herein provided; otherwise, thers shzil be due and payajlg pp or
befors the last day of the month succseding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid durigg g ¢
precading year. Lf Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay reatal amount shall be oge

dollar (31.00) per acre. esne
. @

6. ROYALTY IN KIND. Nctwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Co:ﬁmiﬁﬁl‘\er
of the General Land Offics may, at the option of zither, upen not less than sixty (60) days notics o the holder of the lease, require that the payment of and m‘a&w
accruing to such royalty owner under this lease be made in kind. The owner of the 50il's or the Commissioner of the General Land Office's right to take ifs%oydlty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or inftplied.

under this lease. M
3 eeee

7. NO DEDUCTIONS. Lesses agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for ghe cost of
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other produss  ¢°
hersunder ready for sale or use. Lesses agress to compute and pay royaities on the gross value recsived, including any reimbursements for severancs taxes and
production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionats share of any fuel used to )
process zas produced hereunder in any procsssing 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 Offics, Lesses may recycle gas for gas lift purposes on the leased premises or for injection into any ol or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have bezn removed; no royalties shall be payable on the recycled 3as
until it is produced and scld or used by Lesses in a manner which entitles the royalty owners to a royalty under this lease.

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

Payment of royalty on producticn of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that mya]ty.on ail ls:lle
and must be recsived in the General Land Offic= on or before the Sth day of the second month succs=ding the month of production, and royalty on 2as IS due-:m i
must be received in the General Land Office cn or befors the 15th day of the second month succezding the month of production, accompanicd by the a.ﬁTC_hV“ Ff. ni\f
owmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount :mc] dlsan::i:ion
all oil and gas produczd and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross preduction, isp



and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines,

or pools and gas lines or gas storage, and any other reports or records which the General Land Offics may require to verify the gross production, disposition ang
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. Mmydwpmulh
ucompmiedkyachcckmlh.schedul&nmmuyuothﬂ'r:mimldviuﬁowhgbymdpdGMLmeﬁcelﬂsenmmm“ofquq
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty paymeat was due, thea Lasses owes 3 penalty of 5% on the royaity or
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greazer.
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year: such interest will begin accruing when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
effective on the datz when the affidavits or supporting documents were due. The Lessee shall bear ail responsibility for paying or causing royalties to be paid ag
prescribed by the due date provided herein. szme:nofmcdeiinqmcypcnltyshanhmwmmwh‘bh:thmc‘sﬁs)ﬂﬂbrfdmumﬁdgdbyh
nor act 1o postpone the date on which royalties were originally due. The above penalty provisions shall aot apply in cases of title dispute 2s to the State’s portion of
the royalty or to that portion of the royalty in dispute as to fair maricet value. ! .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office wity
inbcslpossiblesdnmot‘oilMgnmmdﬁmmhlascorauocablemthhImudmmﬁdamnaﬁmmiuofmmnmm
whicbz:sissoldorpmmd:ndallmbseqnmuumndmﬁnauwnchmwimhmpmdaysmamm“muuhm
agreements or ameadments. 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 marke=ting of the oil and gas produced oa said
premises, including the books and accounts, reczipts and discharges of ail wells, anks, pools, meters, and pipelines shall at all times be subject o inspection and
examination by the Commissioner of the General Land Office, the Aftorney General, the Governer, or the representative of amy 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 Lesses or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
written notics 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 Geaeral Land Offics at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other govemmental
agency shall include the word *State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying weils, ank bateries or other associated improvements to the land must also include the word *State.® Lessee shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Office, in addition to those herein expressly provided for. Lesses shall have an electrical and/or radioactivity survey made oa the
bore-holesectinn.ﬁvmd:ebueofrbesurﬁcecaingmmemuldcplhot’weu.ofa.uwellsdrilledanmeaboveducrﬂ:ed;umis:sandshdlmmiumwpyuf
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 whea
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the datz 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 prier to discovery and producticn
of oil or gas on said land, Lesses 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 shail sot terminate if on or before the expiration of sixty (60) days from
date of completion of said dry hole or cessation of production Lesses commencss 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
cogrb |, and abandoned, or the production of oil or gas should cease for any cause, Lesses's rights shall remain in full force and effect without further operations
unti? the ®xpiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintin this
lcafl t: cgnduclin; additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hereof, Lessee may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
expiraaan 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
terfpigdte $ 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
acsqr#an:; with the shut-in provisions hereof.

L ]
L] LA
. 12. DRILLING AND REWORKXING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
progycsd on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in fores so long as operations on said well or for
drifling gereworking 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 producsd in paying quantties fom said land, or
P-‘lrfﬂlgf shut-in oil or gas weil 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
oncs obtained, should csase 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 workmanliks manner without
interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production of ol or zas, the lease shall remain in full fores nd
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 Lesses commences additional drilling or reworking operations within sixty (60) days after the completicn of the weil as a dry hole, and this lease
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without intesTuptions totaling mors
than sixry (60) days. Lessee shall give written notice to the General Land Offics within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well” means any well that has besn 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 rental provided in the

lease, but not less than 51,200 a year for each well capable of producing oil or gas in paying quantities. [f Paragrapted ofithis ieasedocs 7% delay rental
armount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (S1.00) per acre. Tasheffective, each initial shut-in 0?1“5‘(‘335 NY’JF}' o < 2
- " e S

LINDA McDONALD, COUNTY CLERK
CULBERSON COUNTY, TEXAS
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mustbepaidonorbefcrc:(])theexpinﬁono!mepdmsymmwuysaﬁamLeneemwpmduceoilortﬂhmmelmdm“(:l)soda”
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such Plymemshallbemadeone-mr(m) :
to the Commissioner of the General Land Office and one-haif (1/2) to the owner of the soil. If the shut-in oil Nwmwhpﬁimltmﬂlhmwmh i

aprodl_lcmgleasemdd:epaymshaum:ndthe:mnofrh:lnsfntapciodormywhmmeadofmepﬁmmm.arﬁummeﬁmdayofhmm i
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas ﬂm.Lﬂxeeuuywu
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 gasis sold ang
delivered in paying quantities &umnwenlmdwimheumamd(l.ooc)fstofﬂukuedmiﬂndmplmdhtbexamepmduchgmvoir,mhw :
n.se'mwhid:dninagcisocnuﬁng.:heﬁgb:mmnﬁnuemmaimrhele:sebypayingmeshut-inoﬂofpsmyﬂty:haﬂmbmmelemsh:ﬂmaine&m" ;
for the remainder of the year for which the royalty has been paid. The Lesses may maintain the lease for four more sucsessive years by Lesses paying compensatory
royalty at the royalty rate provided in the lease of the market value of preduction from the well causing the drainage or which is completzd in the same i
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas &
pmducedﬁ'umtheWe!lca.u.singl:hedru'.mgeotﬂnﬂsmplazdhmemmdngmnkmdbmdwimhmmumd(l.mo)fﬂﬁﬂfﬂlelcasedm
lfmecompensamqmyﬂtypaidinanyl2—mom:hp=iodisinanammll:sstbanbemﬂshm—inoﬂazumyﬂty.mswlpaymmmeqwmu
difference within thirty (30) days from the end of the 12-month pericd. Compensatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. Nooe of these provisions will relicve Lessee of the obligation of reasonable development nor the obligation to dril] offset
wells as provided in Texas Natural Resources Code $2.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the

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

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has
besn complet=d on the leased premises, Lesses shall exercise the diligeace 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 cvent this lease is in force and effect two (2) years after the exriration date of the primary or extended term it shall then terminate
as 10 all of the leased premises, EXCEPT (1) 40 acres surrounding =ach 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 a3 provided in Paragraph 14 hereof), or 2 well upon which Lesse= is then engaged in
continucus drilling or reworking operations, or (2) the number of acres included in a producing pocled unit pursuant to Texas Natural Resources Code $2.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purpeses to a proration unit for each such producing well under the rules
and regulations of the Railroad Commissicn of Texas, or amy successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminae as to all acreage not thersafter allocated to said well or wells for
preduction purposes. Nortwithstanding the termination of this lease as to 1 portion of the lands covered hereby, Lesses shail nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragragh 1 hereof, togsther with casements and rights-of-way for existing
roads, existing pipelines and other existing facilities cn, over and across all the lands described in Paragraph | hereof (“the retained lands™), for access to and from the
retined lands and for the gathering or transportation of oil, gas and other minerals producsd fom the remined lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the =xpiration date of the primary or extended term it shall further
terminate as to all depths below 100 fect below the total depth drilled (hercinafter "decper depths”™) in each weil located on acreage retained in Paragraph 16 (A)
akbcve, uniess on or befors two (2) years after the primary or extended term Lessee pays an amount squal to one-balf (1/2) of the bonus originaily paid as
consideration for this lease (as specified on page 1 hercof). If such amount is paid, this lease shall be in force and cffect as to such deeper depths, and said oo o
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 Som such desper dtpl!n

covered by this lease.
HER

(C) IDENTIFICATION AND FILING. The surface acreage retained hercunder as to each well shall, as nearly as practical, be in the form of 2 squarg 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 afteg ggrgal
termination of this lease as provided herein, Lesses shall execute and record a release or releases containing a satisfactory legal description of the acreage g | ¢
depths not retained hersunder. The recorded release, or a certified copy of same, shall be filed in the General Land Offics, accompanied by the filing fee ?;su'sﬂ
by the General Land Office rules in effect on the date the release is filed. If Lesses fails or refuses o execute and record such release or releases within ningt}':‘ff'
days after being requested to do so by the General Land Offics, then the Commissioner at his sole discretion may designate by writen insrument the acreage or
depths to be released hereunder and record such insoument at Lesses's sxpense in the county or counties where the lease is located and in the official mcords.o_l?:c

General Land Offics and such designation shall be binding upon Lesses for all purposes. o R,

17. OFFSET WELLS. Neither the bonus, deiay rentals, ner royalties paid, or to be paid, under this lease shall relieve Lesses of his obligation W 3@¥ss
the oil and gas under the above-described land from being drained. Lesses, sublesses, recsiver or other agent in conmrol of the leased premises shall driil astnany *
wells as the facts may justify and shall use appropriate means and drill 10 a depth necessary o prevent undue drainage of oil and gas from the leased premises.. In
addition, if oil and/or gas should be producsd in commercial quantitics within 1,000 fest of the leased premises, or in any case where the leased premises is being
drained by production of ail 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 fest of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligencs. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the
scil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Offics and with his written approval may the payment of
compensatory royalty under applicable stamutory 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 from 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, acis of Ged, “r_
any valid order, rule or regulation of government autherity, then while so prevented, Lesses's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failurs to comply with such covenants; additicnally, 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 suspend the il
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 oi

or 2as.



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 Lessec 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 oa bebalf of the owner of the soil under this paragraph, Lesses may recover the cost of these payments fom the
rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or not Lessee’s interest is specified herein, then the royalties and rental herein provided to be paid to the own:ro{rhesoilshallbcpaidbum
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
Geaeral Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due (o the Commissicner of
the General Land Office, Lessee or his authorized representative must submit to the Commissicner of the General Land Offics a wrizen 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 Lang
Office shall be paid the value of the whele 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 cvent shall the Commissioner of the General Land Office reczive as a royaity on the gross production
ailocable 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 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 number of acres than the total amount described herein,
payments that are made on a per acre basis hersunder shall be reduced according to the number of acres pocled, released, surreadered, 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.
beundaries 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. Lesses shall have the right to use watsr produced on said land necessary for operations under this lease except water fom wells or
tanks of the owner of the soil; provided, bowever, Lesses shail 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. Lesses 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) fest to any house or bam now on said premises without the
written consent of the owner of the soil. .

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

L L
* ** 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesse= shall have the right to remove machinery and fixtures placed by
L5284 8 the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiraticn or the termination of this
lea®®unidss the owner of the soil grants Lesses an extensicn of this [20-day period. However, L=sses may not remove casing from amy well capable of producing oil
and 2as in paying quantities. Additionally, Lesses may not draw and remove casing until after thirty (30) days written notics to the Commissioner of the General
L3 @ffjce 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 thesterms of this paragraph.
LL] L

*e *e227. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and =states of cither party to this
leasemay be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisess, legal representatives, successors
and,3ssigns. However, a change or division in ownership of the land, reatals, or royalties will not snlarge the obligations of Lesses, diminish the rights, privileges
an'd, 433y of Lesses, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lesses. And no change of
division ip ownership of the land, rentals, or royalties shall bind Lesses for any purpose uatil thirty (30) days after the owner of the sail (or his heirs, devisess, legal
rep e Mtives or assigns) fumishes the Lesses with satisfactory written evidencs of the change in ownership, including the original recorded muniments of title (or 3
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the int{!t“
assigned, relieve and discharge Lesses of all subsequent obligations under this lease. If this lease is assigned in its entirety as t0 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 mere 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 filea
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 succzed to all rights and be subject to all obligations, liabilities, and penalties owed to the Stats by the original lessee or 20Y

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 partBY
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 agency power

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

(1) anomines of the owner of the seil; e
(2) acorporation or subsidiary in which the owner of the soil is a principal stockholder or is an smployee of such a corporation or subsidiary;

(3) aparmership in which the owner of the soil is a parmer or is an employs= of such a partnership; A CERTIR:
inci i ich i f the sail; IFIT B FIED COPY

(4) aprincipal stockholder or employes of the corporation which is the owner o : EARS THE SEAL OF THE COUNTY CLERK

(5) a partner or employee in a parmership which is the owner of the soil; ATTEST O T - 5%
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(6) 2 fiduciary for the owner of the soil; including but not limited to a gnardian, trustee, executor, administrator, receiver, 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, blood, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lassee 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 pertions of the leased premises, aad thereby surrender this lease as to such portion or portions, and be
relieved of all subsequeat obligations as to acreage surrendercd. If any part of this lease is property surrendered, the delay rental due under this lease shaj] be reduced
by the propertion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will
not relieve Lesses of any liabilities which may have accrued under this lease prior to the surrender of such acreage. .

29. FILING OF ASSIGNMENTS AND RELEASES. lfalloranypmofthhlmhmimduﬂemim&mimwm!mmmbemmiﬂ
rhecounzywhm:h:l:ndissiu.wzd.mdth:mcnrdcdinsumwampyofmmdimu-mmﬁﬁdbyme&quatofmemmqmwhid,m
instrument is recorded, must be filed in the General Land Office within 90 days of the last cxecution 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 option of the Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining 10 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. Aay collateral agreements concerning the
development of oil and gas from the leased premises which are not contained in this lease render this lease mvalid.

31. FIDUCIARY DUTY. The owner of the soil owes the Statz a fiduciary duty aod must fuily disclose any facts affecting the State's interest in the leased
premises. Whea 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 Lesses shall fail or refuse to make the paymeat of any sum within thirty days after it becomes due, or if Lesses or an authorized
ageat should knowingly make any false retumn or false report conceming production or drilling, or if Lessee shall fil or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lesses should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Offics, the School Land Board, or the Railroad Commissien, or if
Lesses should refuse the proper authority access to the records permining o 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 Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is sot filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thersunder reinstated before the rights of another intervene upen satisfactory evidencs 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 $2.136, the State shall have a first lien upen all oil and zas 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 acceptancs of this lease, Lesses grants the
Statz, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an =xpress congactual lien on and security
interest in all leased minerals in and extactzd from the leased premises, ail procesds which may accrue to Lesses from the sale of such leased minerals, whether such
proceeds are held by Lesses or by a third party, and ail fixtures on and improvements to the leased premises used in connection with the production or procsssing of
such leased minerals in order to secure the payment of all royalties or other amounts due or 10 become due under this lease and to secure payment of any damages or
loss that Lessor may suffer by reason of Lasses's breach of any covenant or condition of this lease, whether express or implied. This liea and security interpfagdy be
foreclosed with or without court proczedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lesses agrees thaahes
Commissioner may require Lesses to execute and record such insouments as may be reasonably necessary o acknowledge, amach or perfect this lien. L:siugmtby
represents that thers are no prior or superior liens arising from and relating to Lesses’s activities upon the above-described property or from Lasses’s acquistionsod
this lease. Should the Commissioner at any time determine that this representation is not true, thea the Commissioner may deciars this lease forfeited as provided

herzin, eeee
LI L]

L] LA
34. PCOLING. Lesses is hereby granted the right to peol or unitize the royalty interest of the owner of the soil under this lease with any other [pasefgld
or mineral intersst for the exploration, development and production of oil or gas or cither of them upon the same terms as shail be approved by the School By L
Board and the Commissioner of the General Land Offics for the pooling or unitizing of the interest of the State under this lease pursuant w Texas Natral Resources
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 Na.m::l.l. .
L]

Resources Code 52.152. e

35. INDEMNITY. Lesses hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, 25 se e
contractors, subconwactors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every naturd, or afher
harm, including =nvironmental harm, for which recovery of damages is sought, including, but ot limited to, all losses and expeases which arc caused by the
activities of Lessee, its officers, employess, and agents arising out of, incidental to, or resuiting from, the operations of or for Lesses on the leased pr:misﬁ. k
hereunder, or that may 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 liable
act or omission of Lessee. Further, Lesses hereby agress to be liable for, exonerate, indemnify, defead and hold harmless the Stat= of Texas and the owner of the soil,
their officers, employess and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including .deu.h).
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contrac, or swict liability, including aromeys’ fess and
other legal expenses, including those relatad to environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply with. :‘Z"y 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 ﬁ'_"'“
Lesses’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 provisicns af' tis
Agreement or any other act or omission of Lessee, its dirsctors, officzers, employess, parmers, agents, contractors, subcontractors, guests, invitzes, and their rrspﬂc'-;_“
successors and assigns. Each assignes of this Agresment, or an interest thersin, agress to be liable fer, exonerate, indemnify, defead and hold harrnl:§s the State 0
Texas and the owner of the soil, their officers, employess. and agents in the same manner provided above in connection with the activities of Lesses, its Dﬂ'lc-’"‘s-
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATION
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 PAR
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 et-
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambieat air or any other mﬁnmmmm -
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lesses shall not bring or permit to remain oa the leased premises any asbesiog
conuining materials, explosives, toxic materials, or substancss regulated as hazardous wastes, hazardous materials, hazardous substances (as the term
Substance” is defined in the Comprehensive Eavironmental Response, Compensation and Liability Act (CERCLA), 42 US.C. Sections 3601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commeonly 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 HARNMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIDMS, 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, 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 PRENISES 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 lease is issued under the provisions of Texas Natural Resources Code 52171 through 52.150; commonly known as the
Relinquishment Act, and other applicable stanstes and amendments thereto, and if any provision in this lease does not conform to these starutes, the starutes will
prevail over airy nonconforming lease provisions. .

38. 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 Office 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 o Chapter 9 of the Texas Business and Commercs Code, this lease must be filed of record in the office of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is aot
effective until a cenified copy of this leass (which is made and czntified by the County Clerk fom his records) is filed in the Geaeral Land Offics in accordancs with
Texas Narural Resources Code 52.183. Additonally, this lease shall not be binding upon the Stats unless it recites the actual and Tue consideration paid or promised
for execution of this lease. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the General Land Office. ;
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STATE OF \KXQ\L@%
T —

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

COUNTY OF

(CORPORATION ACKNOWLEDGMENT)

Joe Montgomery RBRrooks

hwwhmemkhmwmm&mbmhdtom&mhﬁnwmu President of
Montebev, Inc. ndnbawlcd::dmmmnhemamm“.
for the purposes and consideration therein expressed, in the capacity stated, and a3 the act and deed of s3id corporation.
Given unda - e o T R TR (dayof. -~ N[ ;

Notary Public, State of Texas

My Commission Expires

09-02-01

-~

STATE OF

COUNTY OF

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

Snrn ~ Malmd

M mu:

ue)ﬁw 5%’@%& c_é \HQS

(CORPORATION ACKNOWLEDGMENT)

known to me o be the person whese name is subscribed to the foregoing instrument, 2s

of

and acknowledged to me that he exzcuted the same

for the purposes and consideration thersin expressed, in the capacity stated, and as the acz and de=d of said corporation.

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

19

Notary Pubiic in and Sor

COUNTY OF /VZ { MM

Before me, the undersigned autherity, on this day personally appearsd

(INDIVIDUAL ACKNOWLECGMENT)

C/a/;; Toha/sar/

[’} . o

knou.m to me o be the persons whose names ars subscribed to the foregoing insument. and aciciowledged 10 me that they executed the same for the purBdse? and

consideration therein expressed.

Given under my hand and seal of office this the

Aot

;;4 =

~

2o MORNICA MARLOWE
2, NOTARY PUBLIC

‘ﬁ' iXl  State of Texas

i
%ﬁfﬁ" Comm Exp 10-30-99
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»?,i.'_

B A n = 4

STATEOF

COUNTY OF

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

lopwe—~Plefonze— 5
Notary Public in and for T 2xe2 IO

(INDIVIDUAL ACKNOWLEDGMENT) .

known to me to be the persons whese names ars subscribed to the forsgoing instument, and acknowledgad 1o me that they executed the same for the purposss and

consideration thersin expressed.

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

19

Neowry Pu

klic in and for




EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY
17, 1998, BY AND BETWEEN MONTEBEV, INC. AS LESSOR, AND CLAY JOHNSON, AS
LESSEE, AND COVERING 640 NET MINERAL ACRES, MORE OR LESS, ALL IN 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. 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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George P. Bush, Commissioner

By

THE STATEOFTEXAS, [
COUNTY OF CULBERSON X L Linda Urias, Clerk of the County Court fn and

for said County dob pertify that the foregoing is a true and
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recorded in the il S iS Records of Culberson County,
Texas, .

al seal 5 Van Horn, this
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LINDA URIAS, COUNTY CLERK
By, . CULBERSON COUNTY, TEXAS.




. @ - A CERTIFIED COPY

IF IT BEARS THE SEAL

General Land Office . OF, THE COUNTY CLERK
Relinquishmnt Act Lease Form TR /ﬁ = 0§A - i

Revised, September 1997 oA MEDONALD, COUNTY GLERK
ON COYNTY, T ‘
PAID UP V) [Z Wj(Z ij e/

OIL AND GAS LEASE

Se=uy

THIS AGREEMENT is made xnd entered iato this 17 _day of 19 between the State of Texas, acting by and through ;
agent, Montqomery-Walker 1974?“ rust,'&%‘ﬁa OTt® Walker Furman Trustee o
of 2909 East 17th -

Odessa., TX 79761 said agear -
(Give Permanent Address) *
herein referred to as the owner of the soil (whether one or more), and Clavy Johnson
203 W, Wall, Sujte 800 of
Midland; "TX 79701
(Give Permanent Address)

hereinafter called Lessee,

1. GRANTING CLAUSE. Forand'midgn:ionofd:emmmdbdo'mdofdnmmdwnmbepajd.bpnndpafgmdb,

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 purposs of
prospecting and drilling for and producing oil and zas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other structures
thereon, to produce, save, take care of, treat and ransport said products of the lease, the following lands situated in Culbherson Counry, Staze
T to-wi L - :
ke i Block 100, Public School Land Survey

Section 8: All

Section 9: All

Section 16: All

Section 17: All

containing__2 , 560 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Seventeen Thousand Two Hundred Eighty and No/100----
Dollars(3___ 17,280,000 )

To the ownerof the soil:___Seventeen Thousand Two Hundred Eighty and No/100--
Dollars (3 T 280 D0 Y :
'-3:' Total bonus consideration: Thirty-four Thousand Five Hundred Sixty and No/100
RO Dollars (S___34,560.00 )

Tbe.mul.bonusconsidcnlionpa.idrepmuzbonusof Fifty-four LT i oottt v
e Doilars (S 54.00 ) peracre,on _ 640  netacres.

L ]
LL] .

e , = TERM. Subject o mcomﬂpmvisiomhlmhlcasé. this lease shall be foratzrmof ___ Five (5) vears from this dat=
meni.rw.ﬂlcd “primary term™) and as long thereaster as oil and gas, or cither of them, is produced in paying quantities from said land.
As used in this lease, the term *produczd in paying quantities® means that the receipts fom the sale or other authorized commercial use of the substance(s) coversd
gc.c.esd out of pocket operational expeases for the six months last past

*Sae,*Exhibit_"A" attached for Pd-Up Delay Rental

aniversary date Lesse= shail pay or tender to the owner of the soil or to his credit in

Provision shown as Paragraph #40

the commencement of a well for one (1) year from sai

To the owner of the soil:
Dollars (3
To the State of Texas:
Dollars (S
Total Renal:
Dollars (S

In a like manner and upon like pa

the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist, suspend busi liquidae, fail of
shall oot be held in default for failure to make such payments or @ndars of




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

(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 ajp

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

General Land Office, such value to be determined by 1) the highest posted pricz, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general area where producsd and when run, or 2) the highest market price thereof offered of paid in the
general area where producsd and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lesses agress that before any gas produced from the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or
other equipment at least as efficient, so thar all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requirement that such Z3s be un
through a separator or other squipment 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 defineq
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect o gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/16 part of the Zross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Officz, such vaiue to be based on the highest market price paid or offerzd for gas of comparable quality in
the gencral arca where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time =xce=d 14.65 pounds per square inch absolute, and the standard base temperaturs shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
most approved method of testing being used by the industry at the time of testing. -

© PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residuc 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 atributable to zas produced fom this lease, and on fifty percent (50%), or that percent accruing to Lesses, whichever is the zreater, of the
total plant production of liquid hydrocarbons amributable to the gas producsd from this lease; provided that if liquid hydrocarbons are recovered fom gas processed
in a plant in which Lesses (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a proczssing agresment 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 cn liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the
general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royaities payable under this paragraph be less than the royalties which would have been duc had the gas not
been processed.

(D) OTHER PRODUCTS. Royaity on carbon black, sulphur or any other products producsd or manufactursd Som gas (excspting liquid hydrocarbons)
whether said gas be “casinghead,” "dry,” or any other gas, by fractionating, burning or any other procsssing shall be -3/16 RAt of the
gross production of such products, or the market value thercof, at the option of the owner of the soil or the Commissioner of the General Land Office, suck gxgﬂ:;!
value to be determined as follows: 1) on the basis of the highest market prics of each product for the same month in which such product is produczd, or 2) on g

. ® &

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

5. MINIMUM ROYALTY. Curing any year after the sxpiration of the primary term of this lease, if this lease is maintained by production, the myal.tics
paid under this lease in no event shall be less than an amount squal to the total annual delay rental herein provided; otherwise, there shzil be due and payablg® Y ore
befors the last day of the month succeeding the anniversary date of this lease a sum squal to the total annual reatal less the amount of royalties paid during the *°
preceding year. If Paragraph 3 of this leass does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be gne.' ‘e
dollar ($1.00) per acre. CL

L ]

6. ROYALTY IN KIND. Norwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissione® |
of the General Land Office may, at the optica of sither, upen not less than sixty (60) days notice to the holder of the lease, require that the payment of any rufalﬁﬁ.t
accruing to such royaity 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 its roxalty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lesses’s obligations, whether express or i feds

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
producing, gathering, storing, separating, treating, dehydrating, compressing, procsssing, transporting, and otherwise making the oil, gas and other producs =
herzunder ready for sale or use. Lesses agress 1o computz and pay royaities on the gross value received, including any reimbursements for severance taxes and
production related costs.

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

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Offics &t Austin,
Texas, in the foilowing manner:
alty on oil is due

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royaity s g
gas is

and must be recsived in the General Land Offics on or before the Sth day of the second month succe=ding the month of production, and royalty on T
must be received in the General Land Office on or before the 15th day of the second month succssding the month of production, accompanied by the affidavit 'oticm of
owmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Offics and showing the gross amount aqd dlsz?ﬂosiﬂon
all cil and zas produced and the market value of the oil and zas, together with 2 copy of all documents, records or reports confirming the zross production. Ll



and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount producsd and put into pipelines,

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 ang
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. MNNWPMMIh
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the mmﬂfmyﬂgybei"
paid on each lease. If Lessee pays his royalty on oe before thirty (30) days after the royalty payment was due, then Lesses owes a penalty of 5% on the royalty or
$25.00, whichever is greater. A royalty psyment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or 525.00 whichever is greaer
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty 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 mle which is
effective on the datz whea the affidavits or supporting documents were due. The Lesses shall bear ail responsibility for paying or causing royaities to be paid as
prescribed by the due date provided berzin. Payment of the delinquency penalty shall in no way operate o prohibit the State's right of forfeiture as provided by Lz
nor act w postpone the date on which royalties were originally due. Theabwmﬂqmvﬁhmﬁaﬂwtwptyhmofﬁdeﬁsmum&e%m«
the royaity or to that portion of the royalty in dispute 25 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 underiying this lease or allocable o this lease and shall fumish said Commissioner with copies of all contracts under
whichz:sBwldamdmdﬂlmbwqmmadMBmmamﬁ&thGO)mmm;hmwm;mM
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidencs 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
mke;incmdhgmcbmh;ndmmmeipuanddischu;uofdlwem.mh.pools.mndpipdin::s!nuazn times be subject to inspection and
examinaticn by the Commissicner of the General Land Offics, the Aftomney General, the Governor, or the representative of any of them. .

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Offics 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
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, tompletion 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
ather filings that referencs 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 banteries 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. Lesses 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 sach well to the General Land Offics 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 Geaeral Land Office when
f:: Tgtepenalryrortm 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
d Office.

11. DRY HOLE/CESSATICN OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hereof and prier to discovery and production
of oil or gas on said land, Lzsses 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
2asefTqrp the leased premises such production thereof should cease from any cause, this lease shail oot terminate if on or before the expiration of sixty (60) days from
dxww;empletim of said dry hole or cessation of production Lesses commences additional drilling or reworking operations therzon, or pays or tenders the next
angyy 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 thersto, a dry hole be
‘°ﬂP‘°‘=" and abandoned, or the production of oil or gas should cease for any cause, Lesses's rights shall remain in full fores and effect without further operations
unti] the expiration of the primary term; and if Lessee has not resumed production in paying quantitics at the expiration of the primary term, Lessee may maintin this
lcgs_a.t:y conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessaticn of
producton 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 weil within the
p?madterm hercof, Lesses may resume payment of the annual reatal in the same manner as provided herein on or before the reatal paying date foilowing the
«x8igacdn of sixty (60) days fom the date of completion of such shut-in oil or gas well and upen the failure to make such payment, this lease shall ipso facto
tdrmififte. If at the cxpiration of the primary term or any time thereafter a shut-in 0il or gas well is located on the leased premises, payments may be made in
ac®ordance with the shut-in provisions hereof.

(LY T

sees’” 12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being

o §{qdue=d on said land, but Lesses is then sngaged in drilling or reworking operations therzon, this lease shall remain in fores 5o long as operations on said well or for
«rilileg or reworking of any additional well are prosecuted in good faith and i workmanlike manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the producton 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, aiter the expiration of the primary term, production of oil or gas fom the leased premises, after
once obtained, should czase from any cause, this lease shall not terminate if Lesses commencss additicnal drilling or reworking operations within sixty (60) days
after such czssation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workmanlikes manner without
interruptions totaling more than sixty (60) days. If such drilling or rewerking operations resuit in the production of oil or gas, the lease shall remain in full forcs and
efTect for so long as oil or gas is produced Som 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 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 Lesses commeaces 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 cperations in good faith and in a workmanlike manner without interruptions toialing more
than sixty (60) days. Lessee shall give writen notics to the General Land Office within thirty (30) days of any cessation of preducticn.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, “we!l” means any well that has bezn assigned a well aumber by the state agency 1}3""",3
Jurisdiction over the producticn 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 n
force and effect, a well capable of producing oil or gas in paying quantities is located cn 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 cach well capable of producing oil or gas in paying quantiies. If Paragraph 3 of this leasedaes-nss spspify 2 delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (51.00) per acrz, ‘Nﬁﬂf&&&ﬁsﬁt}? Tﬂh}ﬁhm g ?@r gas roydy

2L Tt —7
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days

afler Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2)
to the Commissioner of the General Land Office and one-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 a period of one year from the end of the primary term., or from the first day of the month
foilowing the moath in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of cach shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil of gas is sold ang
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective.
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more sucsessive years by Lessee paying co
royalty‘az the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completzd in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or zas is
produced fom the well causing the drainage or that is completzd in the same producing reservoir and located within oae thousand (1,000) feet of the [eased premises.

If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accTue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relicve Lesses of the obligation of reasonable development ner the obligation to drill offsey .
wells as provided in Texas Narural Resources Code 52.173; however, &t the determination of the Commissioner, and with the Commissiones’s written approval, the

payment of compensatory royaltics can satisfy the obligation to drill oiﬁgtwellt -

16. RETAINED ACREAGE. Notwithstanding any provision of this leasz to the contrary, after a well producing or capable of producing oil or gas has
beza completed on the leased premises, Lessee shall exercise the diligencs of a reasonably prudent operator in drilling such additional well 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 afler the expiration date of the primary or extended term it shall then terminare
as (o all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding sach gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or 2 well upon which Lesses 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 purpeses to a proration unit for zach such producing well under the rules
and regulations of the Railroad Commissicn 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 aceage is
thersafter allocated o said well or weils for production purposes, this !=ase shall thereupon terminaze as to all acreags not thereaiter allocated to said well or wells for
production purposes. Norwithstanding the termination of this lease as 0 1 portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof ("the remained lands®), for access to and frop the
retained lands and for the gathering or transportation of oil, zas and other minerals producsd from the retined lands. ‘., o o

(B) HORIZONTAL. In the event this lease is in force and «Zect two (2) years after the expiration dats of the primary or extended term it shall mﬁ&':' .
terminate as to all depths below 100 feet below the total depth drilled (hereinafter "desper depths™) in cach well located on acreage retained in Paragraph 18(A)° N
above, uniess on or before two (2) years after the primary or exteaded t=rm Lesses pays an amount squal to one-balf (1/2) of the bonus originally paid as o
consideration for this lease (as specified on page 1 hersof). If such amount is paid, this lease shall e in force and cifect as to such dezper depths, and said x:
termination shall be delayed for an additional pericd of two (2) years and so long thereafter as oil or gas is produczd in paying quantities fom such deeper depthe ®

coverzd by this [ease, LA
e e

(C) IDENTIFICATION AND FILING. The surfacs acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after Paudle .
termination of this lease as provided herein, Lesse= shall executs and record a release or rzleases containing a satisfactory legal description of the acceage mdAL g0 e
depths not retained hercunder. The recorded release, or a certified copy of same, shall be filed in the General Land Offics, accompanied by the Sling fee prescibed
by the General Land Office rules in eect on the date the release is fled. If Lesses fails or refuses o execute and record such release or releases within ninety 97 °3°
days after being requested to do so by the General Land Office, then the Commissioner at his sole discrstion may designate by written instrument the acreage and/or
depths to be released hereunder and record such inswrument at L=sses's sxpense in the county or counties where the lease is locatzd and in the official records of the
General Land Office and such designaticn shall be binding upen Lesses for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lesse= of his obligation to protect
the oil and gas under the above-described land from being drained. Lesses, sublesses, recsiver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shail 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 producsd in commercial quantities within 1,000 feet of the [eased premises, or in any case where the leased premises is being
drained by preduction of ail or gas, the Lesses, sublesses, recsiver 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 fest of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligeacs. 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 Offics 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.

m

18. FORCE MAJEURE. If, after a good faith .eﬂ'on:. Lesses is prevented from complying with any express or implied covenant of this lease, fro i
0

conducting drilling operations on the leased premises, or ffrom producing oil or gas from the leased premises by reason of war, rebellion, rots, strikss, 3ciS 0
any valid order, rule or regulation of government authority, thea 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 Lesses is prevented, by any such cause,
frorm conducting drilling and reworking operations or from producing cil or gas fom the leased premises. However, nothing in this paragraph shail su.spcn‘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 producticn of oi

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 [eased premises, thea Lessee may redeem the rights of the owner of the soil in the leased premises by Ptyiﬂlmymtnnmmrm
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 omlmmmemﬁ:emdividednxﬁcemhmgm
dauibedlmd.whuherornotL&ee‘simamhspedﬁedhenin.thenth:royaln‘c.smdrmn.lherei.npmibdmbepddmmcumofmemﬂshdlbepﬁdhm
hd&epmponionwhi:hhishmhwsmmemlh:mu?vid:dnmmmdlhemﬂﬁsmdmulhueinpwidedwbepaidm!thmisicn:rol'me
Geaeral Land Office of the State of Texas shall be likewise proportionately reduced. However, before Leassee adjusts the royalty or rental due (o the Commissioner of
the General Land Office, Lesses or his authorized representative must submit to the Commissioner of the General Land Offics a written statement which explains the
discrepancy between the interest purportedly leased under this lease and the acnual interest owned by the owner of the soil. mComisﬁmothmﬁw
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 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-sixteenth (1/16) of such gross procuction.

(B) REDUCTION OF PAYMENTS. If, during the primary term, 2 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,
payments that are made on a per acTe basis hercunder shall be reduced according o the number of acres pooled, released, surrendersd, or otherwise severed, so thar
payments determined on a per acre basis under the terms of this lease during the primary term shail be calculated based upon the number of acres outside the
boundaries of a pocied 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. Lesses shall have the right to use water produced on said land necessary for operations under this lease =xcept water from wells or
tanks of the owner of the soil; provided, however, Lesses shall not use potable water or water suitable for livestock or irrigation purposes for waterflood operations

withaout the prior consent of the owner of the soil.

22. AUTHCRIZED DAMAGES. Lesses 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) fest to any house or bam now on said premises without the
written consent of the owner of the soil. .

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and ail proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shail be prevented by the use of containment facilities suficient to prevent
spillage, seepage or ground watsr contamination. In the event of pollution, Lesses shall use all means at its disposal to recapture ail escaped hydrocarbons or other
pollutant and shail be responsibie for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage piss
and tank batteries so as to protect livestock against less, damage or injury; and upon completion or abandonment of any well or wells, Lesses shall fill and level ail
slysh gt8 and cellars and completely clean up the drilling site of all rubbish thereon. Lesses shall, while conducting operations on the leased premises, kesp said
preshises free of all rubbish, cans, boales, paper cups or garbags, and upon completion of operations shall restore the surface of the land to as near its original
co;nﬁg‘m.md contours as is practicable. Tanks and cquipment will be kept 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 pn the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiratica or the termination of this
leass'mtss the owner of the soil grants L=sses an extension of this [20-day pericd. However, Lesses may not remove casing from any well capable of producing oil
angl,2as |n paying quantities. Additionally, Lesse= may not draw and remove casing until after thirty (30) days written aotcs to the Commissioner of the General
E;nd'Qg'u:e and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixaures, or casing which ars not timely removed by Lessee
under the terms of this paragraph.

-.'_':_'. 27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shail extend to and be binding upon their heirs, devisees, legal representatives, successors
l.-d-u.ﬁgns. However, a change or division in ownership of the land, rentals, or royalties will not snlarge the obligations of Lesses, diminish the rights, privilegss
and estites of Lesses, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lesses. And no change or
divisicn in ownership of the land, rentals, or royalties shall bind Lesse= for any purpose until thirty (30) days ater the owner of the soil (or his heirs, devisess, legal
representatives or assigns) fumishes the Lesses with satisfactory written evidencs of the change in ownership, including the original recorded muniments of title (or 3
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relieve and discharge Lesses of all subsequent obligations under this lease. If this lease is assigned in its eatirety 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 aifect 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 2
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 assignes shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the Stat= by the original lessee or 1TY

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

(B) ASSIGNMENT LIMITATION. Notwithsanding 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 agency power
of the owner may be forfeited by the Commissioner. An assignment will be reated as if it wers made 1 the owner of the soil if the assignes is:

(1) anomines of the owner of the soil; e g
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employes of such a corporation or 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 employes of the corporation which is the owner of the soil; A CERTIFIED COPY

s . 2 ki Ie s owar-of the acil: IF IT BEARS THE SEAL OF THE TY CLERK

(5) a partner or employes in a parmership which i padinoy /() = A (/J/
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(6) a fiduciary for the owner of the soil; including but not limited 10 a guardian, trustes, exccutor, administrator, recsiver, 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, bicod, or adoption.

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lasses may at any time exzcutz and deliver to the owner of the sof)
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and be
relieved of all subsequent obligations as to acreage surreadered. If any part of this lease is properly surrcndered, 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 lexse immediately prior to such surrender; however, such release wily
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. lfallornypatoﬂhiﬂas:hmipedamlmeim:hanimmwnlmmunbcmmh
rhcwunqwhmmalandissimmed,md:hemdedin.smcm.oracopyof&cmmdcdinmm:c:ﬁﬁedbyﬂzCaunryCiutoﬁhcmunlyinwhichm
insgument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such
assignment is not 5o 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 Tuc consideration to be paid for the execution of this lease and the rights and duties of the partics. 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. FIDUCIARY 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. thnmcinmuofﬂwmaofmesoﬂconﬂiczwit.humuofmesmgmzmuofm:mnhobﬁgmdmmnmsminmrcstsbcforehi;m

interests.

32 FORFEITURE. IfLessee 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 knowingly make any false return or false report conceming production or drilling, or if Lessee shall il or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulaticns adopted by the Commissicner of the General Land Office, or if Lesses should fail 1o file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lesses should refuse the proper authority access to the records permaining 1o operations, or if Lasses or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to fizrnish the General Land Offics a correst log of any weil, or if Lzsses shall knmowingly
violats any of the material provisions of this lease, or if this lease is assigned and the assignment is oot filed in the General Land Offics 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 niormed of the facts which authorize a
forfeiture, and when forfeited the area shail 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 thersunder reinstated before the fights of another intervese upen satisfactory svidence 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 Narural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the arcaeowered
by this lease to secure payment of all unpaid rovalt and other sums of money that may become due under this lease. By accsptance of this lease, Lesses g e
State, in addition to the liea provided by Texas M: ==l Resources Code 52136 and any other applicab:« starutory lien, an express conmactual lien on and SGEURW
interest in all leased minerals in and extacizd from e leased premises, ail procesds which may accrue 0 Lassee Som the sale of such leased minerals, whgth!t.su!h
proceeds are held by Lessee or by a third party, and ail fixtures on and improvements to the leased premises used in connection with the production or procsssing of
such leased minerals in order to secure the payment of all royalties or other amounts due of o become due under this lease and 0 secure payment of ay damages pr
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 m:.tt
foreclosed with or without court procssdings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lesses agrees thdt me. A
Commissioner may require Lesses to execute and record such insguments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lssc{hs!br
represents that there are no prior or superior liens arising from and relating to Lesses's activities upon the above-described property or fom Lessee’s acquisitidfl of
this lease. Should the Commissioner at any time detzrmine that this represeatation is not rue, thea the Commissioner may declars this lease forfeited as pmvided'"

LA "

herein, >
asee

34, POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold
or mineral inter=st 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 Lan .
Board and the Commissioner of the General Land Ctfice for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Rescurces
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Lesses hersby releases and discharges the State of Texas aEd the owner of the soil, their officers, employess, parters, agents,
contractors, subcontractors, guests, invitess, and their respective successors and assigns, of and fom all and any actions and causes of action of every nature, of other
harm, including snvironmental harm, for which recovery of damages is sought, including, but oot limited 1o, all losses and expeases which are caused by the
activities of Lesses, its officers, employess, and ageats arising out of, incidental to, or resuiting from, the operations of or for Lesses on the leased prcmises' )
hereunder, 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 negligent or strietly “ﬂ’_"
act or omission of Lessee. Further, Lesses hersby agrees o be liabie for, exonerate, indemnify, defead and hold harmless the State of Texas and the ov.mc:r of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including ?"nh)'
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, cr strict liability, including atomneys fees and
other legal expenses, including those relatad to environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply wi:h. any and all
eavironmental 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 ansing &_‘-'-"“
L=sses'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 Lessee, its directors, officers, employess, parmers. agents, CONTICIOrS, subcontracters, guests, invitees, and their r:sp“‘:_"‘
successors and assigns. Each assignes of this Agresment, or an interest therein, agrees 1o be liable for, exonerate, indemnify, defend and hold harmless the S?tc °
Texas and the owner of the soil, their officsrs, employees. and agents in the same manner provided above in connection with the activities of Lessee, its cﬁic~f§s-
employess, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATION
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 INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.



36. ENVIRONMENTAL HAZARDS. Lesses shall use the highest degres of care and all reasonable safeguards to ?mmc‘““mi“fk’“ or pollution of -
any cavironmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or zny other environmenta) Medium -
in, on, or undez, the leased premises, by any waste, pollutant, or contaminant. Lesses shall not bring or permit to remain on the leased premises any asbestog
containing materials, explosives, toxic materials, or substances regulated as harardous wastes, harardous materials, hazardous mhst?nca (as the term
Substance™ is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 US.C. Sc.cnﬂns $601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonty used in connection with oil and gag
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,
LLABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF maA
VIOLATION OF THE FOREGOING PROHIBITION OR (I) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEY
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 i
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 SURYVIVE 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 52.19Q, commonly known as the
Relinquishment Acz, and other applicable stanutes and amendments thereto, and if any provision in this lease does not conform to these starutes, the starutes will
prevail over any nonconforming lease provisions. 1

38. 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
Genenal Land Offics 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. Pursuantto Chapter 9 of the Texas Business and Commercs Codc, this lease must be filed of record in the offic= of rh_e 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 Oﬂicc_. This leasz is not
eJective undl a certified copy of this lease (which is made and centified by the County Clerk from his records) is fled in the General Land Offics in accordancs with

Texas Naural Resources Code 52.133. Additionally, this lease shall not be binding upon the Statz unless it recites the actual and Tue consideration paid or promised
for execution of this lease. The bonus due the State and the prescribed filing fe= shall accompany such centified copy to the General Land Cffics. 1
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STATE OF

COUNTY OF

(CORPORATION ACK.NOWLEDCTMENT)
BEFORE ME, the undersigned autherity, on this day personally appeared

—_—

known o me 1o be the person whose name is subseribed to the foregoing instrument, as of . :

mdad:no‘wledgedwmemnbcm:umdun,m”’

f°fmpmmdmmmmmmﬂ::ﬂpantymd.mdameaaanddn:dofmdmrpcm :
Given under oty hand and seal of office this the day of ;19 =
= Nom-y'?nbﬁcinmdfor

STATE OF :
COUNTY OF

(CORPCRATION ACKNOWLEDGMENT)
BEFORE ME, the undersigned authority, oa this day personally sppeared

kmown to me 1o be the person whose name is subscribed to the foregoing instrument, as

for the purposes and consideration therein expressed, in the capacity stated, and as the act and de=d of said corporation.
Given under my hand and seal of offics this the

of
and acknowledged to me that he executed the same
day of ,19
Notary Pubiic in and for
.
STATEOF__/ EXAS (INDIVIDUAL ACKNOWLEDGMENT),
counrvor__ ECTOr S0
L]
rustee
Before me, the undersigned autherity, on this day pc:senall%?pc:r-d Charlotte Walker Furman, T .
of the Montgomery-Walker 19 Trust sses,
known to me 0 be the persons whose names are subscribed 1o the foregoing instument, and acknowledged to me that they sxscuted the same for the pur;%s:sud
consideration therzin expressed. e s
/ .e .
Given under my hand and seal W:Bﬁanzégﬂmggaf j(.tlbl %
KRISTA GAYLE QUIROZ \'
: NOTARY PUBLIC
State of Texas

STATE OF W

Comm. Exp. 10-04-92
COUNTY OF

}’S«LL,\i’a_, Uae@ @u,awb, o

seee
S'Nom Public in and for
5

Mchancl

:.-.0'
. .

(INDIVIDUAL ACKNOWLEDGMENT)
Before me, the undersigned authority, on this day perscnally appeared

consideration therein expressed.

known to me to be the persons whose names are subscrited to the foregoing insTument, and acknowledged to me that they =xecuted the same for the purpesss and
Given under my hand and seal of offics this the 2 4

.. W 15 98
....... P e 7atbor<—
gﬁhgwﬂ4° ﬂg%¥gig:&gﬁh§rﬁ$ Netary Public in and for 7?:‘%:224?
'{;} ‘&’ ; State of Texas
"Qi“ Tf Comm Exp. 10-30-99 ¢




EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY
17, 1998, BY AND BETWEEN MONTGOMERY-WALKER 1974 TRUST, AS LESSOR, AND CLAY
JOHNSON, AS LESSEE, AND COVERING 640 NET MINERAL ACRES, MORE OR LESS, ALL IN
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. 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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LINDA McDO J» LD, COUNTY CLERK
PAID UP

AL f@mm

'!'HISAGREE.\WTI:M:Mmmdinmm the State of Texas, acting by and through its
agent,_Dorothy F. Richardson, a ow og %; E. ﬁlcha;dson, deceased
of 830 Ontario
QHrpvannrf TR 71106 said agent
(Give Permanent Address) 2
herein referred to as the owner of the soil (whether one or more), and Clav Johnson
203 W, Wall, Suit
Midland, TX 7970
(Give Permanent Address)

Geuneral Land Office
Relinquishmnt Act Lease Form
Revised, September 1997

? 800 of

hereinafter called Lesses.

1. GRANTING CLAUSE. Formdinmidaaﬁouofdmmumbe!ﬂadofmsmmdmumbepud.beptmdpcrfnmby
LmeemdumulmtbeSdeuzmgby andthmugh!hcowmofrhesod.ha:bymlmmdlesmmmh&ewhmdmlymuf
prospecting and drilling for and producing cil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone [ines and other sTuctures
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in cnlberson County, State

f T i 4
S Block 100, Public School Land Survey
Section 8: All
Section 9: All
Section 16: All
Section 17: All
containing__ 2,560 acres, more or less. Thcbonmwnﬁdnaﬁmpaidforthislc;scisasfollm
To the State of Texas:_ TWO Thousand Eight Hundred Seventy-nine and 82/100
Dollars (3__2 ,87Q ., 82 ]
To the owner of the soil: Two th!JSﬂﬂd Eight Hundred Sevepntv-nine and 82/100
Dollars (S 2,879 .87
Total bonus consideration: Five Thousand Seven Hundred Fifty-nine and 64/100
Dollars (S 5,759 .64 )
Tb‘Nurhonusmns:dmonpudrepmnabonusor Fiftv—four and No/100-cem—m—e e —————————
- Dollars (S 54,00 ) perace,on] 0F _ R A net actes.
L] Y . ’
o’ .2 TERM. Subject to the other provisions in this lease, this lease shall be for a tzrm of Five (5) years from this date

(here!n called "primary term™) and as long thersafter as oil and gas, or cither of them, is produced in paying quantities from said land.
Ag Bgieip this [u.se. :he werm pmduwd in pzying quantities” means that the receipts from the sale or other authorized commercial use of the substancs(s) covered

ceed ths |
*S;;uEgyg t “A" attache =¥3¥“Pénﬁp Delay Rental Provision shown as Paragraph #40.

on os befon: SUus

thesses
PPN TN , or its successors (which shall continue as the depository regardless of ¢

said land), the amount specified below; ition, Lesses shall pay or tender to the COMMISSIONER OF THE GENERAL

TEDRASIAT AUSTIN, TEXAS, a like sum on 9
the commencement of a well for one (1) year from sai Payments under this paragraph shall be in the foll

gesin rhe ownership of
CE OF 'l'i{E STATE OF

To the owner of the soil:
Dollars (3 >< )
To the State of Texas:
Dollars (S — e )
Total Rental: e =
Dollars (S

dods of one (1) year sach during
this lease, and may be

In a like manner and upon like p3
; liquidate, fail or
~ 3



- 4._ g PRODUCTION ROYALTIES. Upcn production of oil and/or gas, Lesses agrees to pay or cause to be paid one-half (1/2) of the royalty
provided for in this lcase 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 sail: i

(A) OLL. Royalty payable on oil, which is defined as including all hydrocarbens produced in a liquid form at the mouth of the well and also a5 all
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
/16 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

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

(¢:))] NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defincd 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 hydrocarbens or other products) 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 Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general area where producsd and whea run, or the gross prics paid or offered to the producsr, 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 absolutz, and the standard base temperature shall be sixty (50)
degrees Fahrenheit, correction 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 method of testing being used by the industry at the time of testing. =

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

(D) OTHER PRODUCTS. Royalty on carbon black, suiphur or any other products produced or manufactured Som gas (excspdng liquid hydrocarbons)
whether said gas be "casinghead,” "dry," or any other gas, by fractionating, buming or any other procsssing shall be . 3716 part of the
gross production of such products, or the markst value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market
value to be determined as follows: 1) on the basis of the highest market prics of each product for the same month in which such product is produced, or 2) on the
basis of the average gross sale pricz of cach product for the same month in which such products are produced; whichever is the greater.

5. MINIMUM ROYALTY. During any year after the sxpiration of the primary term of this lease, if this lease is maintained by production, thg taitigs
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 payabR®on®or
befors the last day of the month succezding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during hee® |
preceding year. 1f Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one ®

dollar ($1.00) per acre. J

6. ROYALTY IN KIND. Norwithstanding any other provision in this lease, at any time or from time to time, the owner of the scil or the Conu#is-ﬁﬂllbd‘
of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any Praligs
accruing to such royaity 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 isggaity tn
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lesse=’s obligations, whether express or implied.

under this lease. ssee
-

L]
7. NO DEDUCTIONS. Lesses agrees that all royalties accruing under this lease (including those paid in kind) shall be withcut deduction for Lhe L3St of
producing, gathering, storing, separaring, treating, dehydrating, compressing, procsssing, ransporting, and otherwise making the oil, gas and other producte s e e'e s
herzunder ready for sale or use. Lesses agress o compuiz and pay royalties on the gross value received, including any reimbursements for severancs taxes ind
production related costs.

used o

8. PLANT FUEL AND RECYCLED GAS. No royaity shail be payable on any gas as may represent this lease's proportionate share of any fuel 2ol
[

process gas producsd hereunder in any procsssing plant. Norwithstanding any other provision of this lease, and subject to the written consent of the owner of the
and the Commissioner of the General Land Offics, Lesses may recycle zas for gas lift purposes on the leased premises or for injection into any oil or 2as producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have bezn removed; no royalties shall be payable on the recycled gas
until it is produc=d and scld or used by Lesses 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 Offics Austin,

Texas, in the following manner:

that royalty on ol is due

alty on gas is due and

v affidavit of the
d disposition of
n, disposition

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide
and must be recsived in the General Land Office on or before the Sth day of the second menth succeeding the month of production, and roy
must be received in the General Land Offics on or befor= the 15th day of the second month succezding the month of production, accompanicd by the
owrer, manager or other autherized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount anc
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 2ross preductio



and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines,

or poals 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. Exhroya-lvpt)mcmmbe
accompanied by a checl stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalry being
paid on cach lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lesses owes a penalty of 5% on the royalty or
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or 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, ]
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which i
effective on the date when the affidavits or supporting documents were due. The Lesses shall bear ail responsibility for paying or causing royalties to be paid as
prescribed by the due datz 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 royaities 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. 5 -

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessec shall annually furnish the Commissioner of the General Land Offics with
its best possible estimate of oil and gas reserves undertying this lease or allocable to this lease and shail furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days a.ﬂ::rmtcﬁngimoormakingmchmnms,
agreements or ameadments. Such contracts and agreements whea recsived 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 oq 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 Cffics, the Attorney General, the Governcr, or the representative of any of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lesses or operator five (5) days before spud date, workover, re—nwry, temporary abandonment or plug and abandonment of any well or wells. Such
written notics 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 submited to the Texas Railroad Commission or any other govemnmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank banteries or other associated improvements to the land must also include the word *Statz.* Lessee shail supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Offics, 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 weil, of all wells drilled on the above described premises and shall wansmit a true copy of
the log of cach survey on each well to the General Land Office within fift=en (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 whea
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 weres due in the Geaeral
Land Office.

11. DRY HOLE/CESSATICN OF PRODUCTICON DURING PRIMARY TERM. If. during the primary term her=of and pricr to discovery and production
of oil or gas on said land, Lesses 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 ffom the leased premises such production thersof should cease from any cause, this lease shail not terminate if on or before the expiration of sixty (60) days from
date of completion of said dry hole or cessation of production Lesses commences additional drilling or reworking operations therson, 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, Lesses’s rights shall remain in full forcs and effect without further operations
until the expiration of the primary term; and if Lesses has not resumed production in paying quantities at the expiration of the primary term, Lesses may maintin this
lezs? b tgnducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
producti®n under Paragraph 13. Should the first well or amry subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
priffi&y term hereof, Lesses may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the
expirador of sixty (60) days from the dat= of completion of such shut-in oil or gas well and upon the failure to make such paymeant, this lease shall ipso facto
terminate. If at the expiration of the primary term or any time thereaster a shut-in oil or gas well is located on the leased premises, payments may be made in
ac.cnd.nn:e with the shut-in provisions hersof.

. [ ]

s o 12. DRILLING AND REWORKING AT EXPIRATICN OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
proguaon said land, but Lessee is then engaged in drilling or reworking operations thercon, this lease shall remain in forcs 50 long as operations on said well or for
drilljng 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, g such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is producsd in paying quantties from said land, or
pAypgquf shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

2 ".: 13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, preduction of oil or gas from the leased premises, aftsr
once obtained, should czase from any cause, this lease shall not terminate if Lesses commencss additional drilling or reworking operations within sixty (60) days
after such cessation, and this leasz shall remain in full fores 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 fores 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 Lesses 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 s0 long as Lessee continues drilling or reworling operations in good faith and in a workmanlike manner without interruptions totaling mers
than sixry (60) days. Lessee shall give written nctics 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 bezn assigned a well number by the state agency ’_13“"_5
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 mau'nwncd_ul
force and effect, a well capable of producing oil cr gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack cffsmf-‘b[‘
production facilities or lack of a suitable market. then Lesses may pay as a shut-in oil or gas royalty an amount equal to double the annual rental ?rqvidcd in the
lease, but not less than 51,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of @lgrgaé\ig%g%‘ciﬁ’?fﬂwm;m
arnount, then for the purposes of this paragraph, the delay rental amount shall be one dellar (51.00) per acre. Ta be cf}k{._,gv , each in ‘J%II ) H f{: OJE_
COUNTY CLERK




must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 50 days
after Lesses 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) iy
to the Commissioner of the General Land Offics and one-half (1/2) to the owner of the soil. If the shut-in oil of 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 pericd of one year fom 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 lhe
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 ang
delivered in paying quantities from a well Jocated within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or mamy .
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, bt the lease shall remain effecive.
for the remainder of the year for which the royalty has been paid. The Lesses may maintain the leasz foc four more suceessive years by Lesses paying co
royalty at the royalty rate provided in the lease of the market value of preduction from the well causing the drainage or which is completzd 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 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 ooe thousand (1.0C0) fest of the leased premises.
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lesses shall pay an amount equal to the
difference within thirty (30) days from the ead of the 12-month peried. Compeasatory royaity 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 offsey .
wells as provided in Texas Narural Resources Code 52.173; however, &t the determination of the Commissioner, and with the Commissioner’s written approval, the )

payment of compensatory royalties can satisfy the obligation to drill oEse_t 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
beza completed on the leased premises, Lesses shall exercise the diligence of a reasonably prudent cperator in drilling such additional well or wells as may be
reascnably necessary for the proper development of the leased premises and in marketing the production thercon.

(A) VERTICAL. In the svent this lease is in forcs 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, EXXCEPT (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 Lesses is then engaged in
continucus drilling or reworking operations, or (2) the number of acres included in a producing pocied 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 fieid rules are changed or the well or wells located thereon are reclassified so that less acreage is
therzafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereaiter allocatzd to said well or wells for
preduction purposes. Notwithstanding the termination of this lease as to 1 portion of the lands covered hereby, Lesses shail nevertheless continue to have the right of
ingress to and egress ffom the lands still subjecs to this lease for all purposes described in Paragraph 1 hereof, together with casements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof ("the retained lands™), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerals producsd fom the retined lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the =xpiration datz of the primary or extznded term it shall further
terminate as to all depths below 100 feet below the total depth drilled (hereinafter "desper depths™) in cach well locatzd on acreage retained in Paragraph 16 (A)
abcve, unless on or befors two (2) years after the primary or extended term Lesses pays an amount =qual to one-half (1/2) of the bonus criginally 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 additicnal pericd of two (2) years and so long thersafter as oil or gas is produced in paying quantities Som such deeper ¢&blhs" o
.e

covered by this [ease.
enee

. .
(C) IDENTIFICATION AND FILING. The surfacs acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a sq;anﬂrh
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Cffice. Within thirty (30) days after partial
termination of this lease as provided hersin, Lesses shall executs and record a release or releases containing a satisfactory legal description of the acreage angbv-O "
depths not retained hersunder. The recorded release, or a centified copy of same, shail be filed in the General Land Cffics, accompanied by the filing fez presm'h‘i
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 ninegy (9Q)e ”
days after being requested to do so by the General Land Offics, then the Commissioner at his sole discretion may designate by written inscument the acreagd yit/os
depths o be released hereunder and record such instrument at Lesses's expense in the county or counties whers the lease is located and in the official records of the

General Land Office and such designation shall be binding upon Lesses for all purposes. sens

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lesse= of his obligation to pyotest
the oil and gas under the above-described land fom being drained. Lesses, sublesses, recsiver or other agent in control of the leased premises shall dril as mamp e3¢
wells as the facts may justify and shall use appropriate means and drill to a depth necessary 0 prevent undue drainage of oil and gas fom the leased premises. In
addition, if oil and/or gas should be produced in commercial quantities within 1,000 fest of the leased premises, or in any case whers the leased premises is being
drained by production of oil or gas, the Lesses, sublesses, recsiver 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 fest of the leased premises start producing
in commercial quantities and shall prosecute such driiling with diligeacs. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the
s0il’s agency rights to forfeiture. Only upen the determination of the Commissioner of the General Land Offics and with his written approval may the payment of
compensatory royalty under applicable statutery parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, aftzr a good faith efort, Lesses is prevented fom 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 cho:i. ol
any valid order, rule or regulation of government authority, thea while so preventzd, Lesses's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failurs to comply with such cavenants; additionally, this lease shall be extended while Lesses is prevented, by any such cawse,
from conducting drilling and reworking operations or from producing oil or gas fom the leased premises. However, nothing in this paragraph shall suspend the a
payment of delay rentals in order to maintain this lease in effzct during the primary term in the absence of such drilling or rewoerking operations or producticn of oi

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 leased premises, thea Lessee may redeem the rights of the owner of the soil in the leased premises by paying any morigage, taxes or other Jizns
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 above
described land, 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 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_mnl due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Offics awnnm_mﬁ:h explains the
discrepancy berween the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. m_Commmonaofﬂ:eGmm
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 producion
cost allocable to such undivided interest However, in no cvent shall the Commissioner of the General Land Office reczive as a royaity on the gross production
allocable 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 inc!udec_i 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 Natral 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 unoumduaﬂ:ed herein,
payments that are made on a per acre basis hercunder shall be reduced according to the number of actes pooled, released, surrendered, or otherwise severed, so thar
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 =xcept water from wells or
tanks of the owner of the soil; provided, however, Lesses shall not use potable water or water suitable for livestock or irmigation purposes for waterflood operations

without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lesses 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. Whea 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) fest 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 degres of care and all proper safeguards to prevent pollution. Wid'.mut limiting the
foregoing, pollution of coastal wetlands, narural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spiilage, secpage or ground water contamination. In the svent of pollution, Lessee shall use all means at its disposal to recapture ail escaped hyd:oc:rbo!xs or other
pollutant and shail 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 banteries so as to protect livestock against loss, damage or injury; and upon completicn or abandonmeat of any well or wells, Lesses shaﬂ.ﬁll and levcf al
slush pits and ceilars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, kaep said
pr=mises free of all rubbish, cans, boales, paper cups or garbage, and upcn completion of operations shall restore the surface of the land to as near its original

condition and contours as is practicable. Tanks and eguipment will be k=pt painted and presentable.

o o¢25- REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right to remove machinery and fixtures plped by
Lesscseon the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiraticn or the termination afu_u.s '
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
andegas en paying quantities. Additionally, Lesses may not draw and remove casing until after thirty (30) days writen notics to the Commissioner of the General
Lanédfﬁc! and to the owner of the s0il. The owner of the soil shail become the owner of any machinery, fixtures, or casing which are not timely removed by Lesses
under the terms of this paragraph.

LELY ]

o’ ;7. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates ofcime_r party to this
leage Mgy Je assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisess, legal representatives, successors
and 8ssighe. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lesses, diminish the rights, privilegss
and emates of Lesses, impair the effectiveness of any payment made by Lzssee or impair the effectiveness of any act performed by Lesses. And no c.‘tange or
divisiemn ownership of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) da:(: after the owner o'f rlhc soil (or his hcu:s. devisess, legal
represcawelives or assigns) famishes the Lessez with satisfactory written evidencs of the change in ownership, including the original recorded muniments o_f title (or a2
certified capy of such original) whea the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the mm 4
ass1§Ae’ &lieve 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 3'}
opticn 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 Lh:::n to pay his share 0
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 dpes not file a
certified copy of such assignment in the General Land Offics before the next rental paying date, thi_: mtu'e lease shall terminate for failure to pay u.1=.=ntu'= rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all cbiigations, liabilities, and penalties owed to the State by the original lessee or 1Y

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

(B) ASSIGNMENT LIMITATION. Norwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in ;aan“!:fr
assignment without the prior written approval of the Commissioner of the General Land Offics. this lease is void as of the :u'ru: of a.ssig_u'ncm: and the agency po
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made 0 the owner of the soil if the assignes is:

(1) anomines of the owner of the soil; . ) . diary:
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an empioyes of such a corporation or subsiciars

ip i i il i or is an employes of such a parmership;
(3) a parmership in which the owner of the secil is a parmer ploy p P P —

(4) a principal stockholder or employes of the corporation which is thc- owner of the soil; T BEARB THE SEAL OF-THE COUNTY CLEF
(5) a parmer or employes in a partmership which is the owner of the soil; AI_TE;_ 72/* — W, _é}P

2
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(6) 2 fiduciary for the owner of the soil; including but not limited to a guardian, trustes, executor, administrator, receiver, or conservator for the
owner of the soil; or
(7) a family member of the owner of the sail or related to the owner of the soil by marriage, blood, or adoption.

23. RELEASES. Under the conditicns contained in this paragraph and Paragraph 29, Lessee may at any time exscute and deliver to the owner of the soil
and place of record a release or releases covering any pertion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and be
relieved of all subsequent obligations as to acreage surreadered. If any part of this lease is properfy 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 lexse 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 leass is assigned or released, such :simmmmlmmusxbemmh
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
insrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such
assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument, including the
staement of the rue consideration to be paid for the execution of this lease and the rights and duties of the partics. Any collazzral agresments conceming the
development of oil and gas from the leased premises which are not contained in this lease render this lease mvalid.

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 Lesses shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false retum or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offsct well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lesses should fail to file reports in the manner
required by law or fail to comply with rules and regulaticns promulgated by the General Land Office, 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 authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Offics a correct log of any well, or if Lesses shall knowingly
violate any of the material provisions of this leasz, or if this lease is assigned and the assignment is ot filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act However, nothing herein shall be construed as
waiving the automatic termination of this leass by operaticn of law or by reasen of any special limitation ssing hereunder. Forfeimures may be set aside and this
lease and all rights thersunder reinstated before the rights of ancther intervene upen satisfactory svidence o 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 Narural Resources Code 52,136, the State shall have a first lien upon all oil and zas produced from the area covered
by this lease to secure paymeat of all unpaid royaity and other sums of money that may become due under this lease. By accsptance of this lease, Lesses grann the
State, in addition to the lien provided by Texas Natural Resourcss Code 52.136 and any other applicable siarutory lien, an =xpress congactual lien on and security
interest in all [eased minerals in and extwracted Som the leased premises, ail procezds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds are held by Lesses or by a third party, and all fixtures on and improvements to the leased premises used in connecticn with the production or procsssing of
such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of amy damages or
loss that Lessor may sufTer 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
fereclosed with or without court proczedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lessec agrees that g *
Commissioner may require Lesses to executs and record such instruments as may be reasonably necsssary o acknowledge, armach or perfect this lien. Lesse® Rerfby
represents that thers are no prior or superior liens arising from and relating to Lesses's activities upon the above-described property or from Lesses’s acquisitieg of
this lease. Should the Commissioner at any time determine that this representation is not tue, thea the Commissioner may declars this [ease forfeited as providede

herzin, .
(L L]

34. PCOLING. Lesses is hereby granted the right to peol or unitize the royalty interest of the owner of the soil under this lease with any other Igscheld®
or mineral interest for the exploration, development and production of oil or gas or cither of them upon the same terms as shail Se approved by the School Lgnd 40
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 Namral R§gies®
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirsments stated in Texas Nawmal

Resources Code 52.152. ssne
-

-
seee
35. INDEMNITY. Lesses 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 sucsessors and assigns, of and from all and any actions and causes of action of every nature, &4 lih:i
harm, including snvironmental harm, for which recovery of damages is sought, including, but oot limited to, all losses and expeases which are caused by the
activities of Lesses, its officers, employees, and agents arising out of, incidental to, or resuiting fom, the operations of or for Lesses on the leased premises. i
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 strictly liable
act or omission of Lesses. Further, Lesses hersby agrees to be liable for, exonerate, indemnify, defend 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, liabilitics, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or swict liability, including atomeys’ fess an
other legal expenses, including those relatzd to environmental hazards, on the leased premises or in any way related to Lessee’s failure to comply with_afly and all
environmental laws; those arising fom cr in any way related to Lesses’s operations or any other of Lessee’s activities 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 cccasioned by Lesses’s breach of any of the terms or provisions o{' this
Agresment or any other act or omission of Lesses, its directors, officars, employess, parmers, agents, CONTICIOrs, subconractors, guests, invitzes, and their "':’7"“;“
successors and assigns. Each assignee of this Agreement, or an intersst therein, agrees to be liable for, exonerate, indemnify, defend and hold harmic;s the State ©
Texas and the owner of the soil, their officers, employess. and agents in the same manner provided above in connection with the activities of Lesses, its oﬁ'lc::f-
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 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 INDEMNIFIED 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 surface or subsurface strata, ambient air of 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 leaszd premises any asbesiog
conuining materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term =
Substance™ is defined in the Compreheasive Eavironmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 5601, et seq.), or woxic
subsuances under any federal, state, or local law or regulation (“Hazardous Matsrials™), except ordinary products commonly used in connection with oil and gag
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, Pm,u_rms'
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 GOVERNMENTAL -
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Narural Resources Code 52171 through 52,190, commonly known as the
Relinquishment Acz, and other applicable stanites and amendments thereto, and if any provision in this leass does not conform to these starutes, the starutes will
prevail over any nonconforming lease provisions. -

38. 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. Ounes 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 1o Chapter 9 of the Texas Business and Commercs Code, this lease must be filed of recard 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 Offics. This leass is not
efective untl a cenified copy of this lease (which is made and centified by the County Clerk Som his records) is filed in the General Land Offics in acsordancs with
Texas Narural Rescurces Code $2.133. Additionally, this lease shall not be binding upon the Stats unless it recites the actual and Tue censideration paid or promised
for exzcution of this lease. The bonus due the State and the prescrited ling fes shall accompany such centified copy to the General Land Offic=. .
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Individually and as ag=nt for the State of Texas

BY:
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Date:
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STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared © 5
of

mwmmemkhmnmumhmhdmmk&phgmLu
rormepwposamdmmmcmuprmd.hm:mmqmeindaﬁemmd@dofmdw .

Given under oty hand and szal of office this the day of ;19 .
Notary Public in and for
STATE OF (CORPCRATION ACKXNOWLEDGMENT)
COUNTY OF

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

known to me to be the person whose name is subscribed to the foregoing instrument, as
and acknowledged to me that he executed the same

ford!epurposaandmmxdmonmmmWd.mmeupacxtysuwd.mdaﬂhe:amddudotwdcarponnun.

» 19,

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

Notary Pubiic in and for

STATEOF_ LeuviS\awao (INDIVIDUAL ACKNOWLEDGMENT)

cowtror__Caddo

Before me, the undersigned authority, on this day personally appear=d
of C. E. Richardson. deceased

Dorothv F, Richardson. a widow

known o me o be the persons whese names are subscribed to the foregoing insTument, and ackmowledged to me thar they ex=cuted the same for the purpn:s-md
.C .

consideration thersin expressed. ‘
Given under my hand and scal of offics this the H.-i'b dayof ___ HU(\\.’\S—* 19 qg :

p.gw-y Public in and for RYLAND E. Md‘éRE JR., Notary Eﬂﬂ& ;}rj.

Caddo Posinoutsiana .-'o. 3,53

My Commission is for Life $e° ¢ .7

b
. 5

STATE OF W (INDIVIDUAL ACKNOWLEDGMENT)
asee

COUHTYOF_ML‘M_ ""'

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

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me 'Ju: they executed the same for the purposss and

consideration thersin expressed. 4 g
Given under my hand and seal of offics this the 2 day of MZ » 19 3

§ 500N MONICA MARLOWE § Notwry Public in and for (<2
3T %“;} NOTARY PUBLIC
{

o State of Taxas
5 Comm. Exp. 10-30-99 §

-~ - VNN T

Ty




EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY
17, 1998, BY AND BETWEEN DOROTHY F. RICHARDSON, A WIDOW OF C. E. RICHARDSON,
DECEASED, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING 106.66 NET
MINERAL ACRES, MORE OR LESS, ALL IN 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 ifi 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 compietton shall mean the date upon which the initial
potential test report is filed with the Railroad Commission of the State of TéXas, 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 gatheéring or transportation_of oil and. gas
produced from the retained lands. The sole liability or penalty for the failure of Lessee to drill any well or
wells required or permitted in this lease shall be the termination or partial termination of Lessee's rights
under the lease as provided above.

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

Relinguishmnt Act Lease Form CULhs MCDONMD COUN CLERK
Revised, September 1997 \;é% /,% 5 f/?
PAID UP ~ —emumy
OIL AND GAS LEASE
'l'lﬂS_AGREEMENTiupadgmda:ﬂadiqmmis day of, 19 betweumesm:omes.mgbymdMughm
agent, Daniel L. Laird, dealing his so&% an eparate property
of__1133 quf- Mistletne Ave
San Anfonio. TX 78212 said agent
(Give Permanent Address) 5
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. Formdmmnsldermonafdnmomumadbdwmdofﬂxmudmumhepudkmmdmwby
Lcscetmderduslene.t.beSlateofT:nsa::mgby:ndlhmughmeomoﬂhcsolLhﬂtbymImﬂlmmmbrmcmhndmﬂymgf
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
thercon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in culbersan Counry_smg

£ T o=
AR Block 100, Public School Land Survey
Section 8: All
Section 9: All
Section 16: All
Section 17: All

containing_ 2, 560 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: TWO Thousand Eight Hundred Seventy-nine and 82/100
Dollars (S A T A P =

To the owner of the soil:_TWo _Thousand Eight Hundred Seventv-nine and 82/100
Dollars (3. 2,879,822 o=y

Total bonus consideration: __Five Thousand Seven Hundred Fiftv-nine and 64/100

..... Dollars (S S.7590 68 )
W}gﬂ'lbonuswusndmnonpudmpmxsabonusof Fifty-four and No/100---—---—ceeoeuuoo———

.ty Dollars (§ 54,00 ) peracre,0n 1 06 , 6 fnet acres.

u 2 TERM. Subjectmmeotherprowswnsmmtslcase.lhulcaseshanbeforatznnof Five (5) years from this date

Qemﬁ;caﬂ:d primary term”) and as long thereafter as oil and gas, or cither of them, is produced in paying quantities from said land.
.Q.s uscl in this lease, the term "produced in paying quantities” means that the receipts from the sale or other authorized commercial use of the substance(s) covered
- :xae:) out of pocket operational expenses for the six months last past.
*Seé' Exhibit "A" attached for Pd Up Delay Rental Prov1s ion shovn as Paragraph #40
L .« *38 ¥ before such ang
e B
Ceed¥y g s , or its successors (which shall continue as the depository regardless of es in the ownership of
saidl land), the amount specified below; in addition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL CE OF THE STATE OF

ary date Lcssc'c sha.ll pay or ::nd:r lo lhe owner of'lhc soil or to hls credu. in

the commencement of a well for one (1) year from said datz:

To the owner of the soil:
Dollars ($.
To the State of Texas:
Dollars (S
Total Rental: s
Dollars (S,

or tenders annually, the commencement of a well may be further deferred for successive pesigds of one (1) year cach during
of this lease, and may be

In a like manner and upon like paym



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

the soil:

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as aij
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
3/16 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

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

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

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

(D) OTHER PRODUCTS. Royaity on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
whether said gas be "casinghead,” *dry,” or any other gas, by fractionating, buming or any other processing shall be .3/16 part of the
gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market
value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the
basis of the average gross sale pricz of cach 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 I'byarm;
paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shail be due and payable ggo» |
before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during e * o
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 beone o

see®

dollar ($1.00) per acre.
- @

6. ROYALTY IN KIND. Norwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commiss?oucr.,
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 royaties ,°
accruing to such royaity 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 myﬁﬁ iﬂ,
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office’s rights or Lessee’s obligations, whether express or implied, | | .

under this lease. e

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fuel usedto
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 thf soil
and the Commissioner of the General Land Office, Lessce may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have besn removed; no royalties shall be payable on the recycled gas
until it is produced and sold or used by Lessees in a manner which entitles the royalty owners to a royalty under this lease.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due

and must be received in the General Land Offics on or before the Sth day of the second month succseding the month of production, and royalty on gas is duc. and
must be received in the General Land Offics on or before the 15th day of the second month succesding the month of production, accompanied by the ’m‘_’a"“ _"Fthe p
owmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount a.nt':l dlsp?smo_':io
all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, disposition



and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount producsd and put into Pipelines, tanks,
or pools and gas lines or gas storage, and any other reports of records which the General Land Office may require to verify the gross production, dispesition ang

' market value. In all cases the authority of 2 manager or agent to act for the Lessee herein must be filed in the General Land Office. Mmﬂvpmtmlh
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty bein
paid on each lease. If Lesses pays his royalty on or before thirty (30) days mmmqmwmmwMamﬂryoﬂ%onmw“ s
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 $25.00 whichever is greater.
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. .
AfTidavits and supponting documents which ar= not filed when due shall incur a penalty in an amount set by the General Land Offics adminiszrative rule which js
effective on the datz 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 datz provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act o postpene the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title disputz as to the State’s porticn of
the royalty or to that portion of the royalty in dispute as to fair market value. i .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lesses shall annually furnish the Commissioner of the General Land Office wity
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall fumnish said Commissioner with copies of all contracts under
whichmi:soldormmdwﬂlmbscqn:ntwndmdmmutomchmmwilhinthhfyGO)daysa.ﬁzmainginmormakingmhm
agresments or amendments. SuchmnmmdapmnwhmwedvcdbytthmaﬂLmeﬁc:shaﬂbchddhmnﬁdmcebyﬁeGmaﬂLmeﬁuwm
otherwise authorized by Lesses. All other contracss and records pertaining to the production, transportation, sale and marketing of the oil and gas produced oq said
premises, including the books and accounts, receipts and discharges of ail weils, tanks, pools, meters, and pipelines shall at afl times be subject to inspection and
examination by:h_:CommisIoncrofme GCeneral Land Cffics, the Attormey General, the Governor, or the representative of aoy of them. )

(B) PERMITS, DRILLING RECORDS. Writen nctice 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-eatry, 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 repors 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 submirted to the Texas Railroad Commission or any other govemmental
agency shall include the word "State® in the title. Additionally, in aczordance with Railroad Commission rules, any signage on the leased premises for the purpose of
icentifying wells, tank baceries or other associated improvements to the land must also include the word *State.® Lassez shall supply the Geaeral Land Office with
amy 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 Offics, in addition to those herein expressly provided for. Lesses shall have an electrical and/or radicactivity survey made on the .
bore-hole section, from the base of the surfacs 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 each survey on each well to the General Land Office within fiftzen (15) days after the making of said survey.

(C) PENALTIES. Lesses shall incur a penalty whenever reports, documents or other materials are not Sled in the Geaeral Land Offics when
due. The penalty for late filing shail be set by the General Land Offics administrative rule which is =ffective on the dat= when the materials wers due in the General

Land Office.

11. DRY HCOLE/CESSATION CF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and pricr to discovery and production
of oil or gas on said land, Lessee should drill a dry hele or holes therson, or if during the primary term hereof and after the discovery and actual production of cil or
8as from the leased premises such production thereof should cease from amy cause, this lease shall not terminate if on or before the expiration of sixty (60) days from
date of completion of said dry hale or cessation of production Lesses commences additional drilling or reworking operations therson, 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 t=rm or within sixty (60) days pricr thersto, a dry hele be
cornfl:::d and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full fores and effect without further operations
u.rm. dx’e’q:pirauon of the primary term; and if Lesses has not resumed production in paying quantities at the expiration of the primary term, L=sses may maintain this
lea.sc ¥ conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
px.mftﬂgn 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
prinfaryeerm hereof, Lessee may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
explration of sixty (60) days from the date of completicn of such shut-in oil or gas we!l and upen the failure to make such payment, this lease shall ipso facto

mate. If at the expiration of the primary term or any time thereafter 1 shut-in oil or gas well is located on the leased premises, payments may be made in
ateordince with the shut-in provisions hersof.

"% @

. ¥ . 12. DRILLING AND REWORKING AT EXCPIRATION OF PRIMARY TERM. If at the expiration of the primary term, neither oil nor gas is being
produczd on said land, but Lesses is then engaged in drilling or reworking operations thereon, this lease shall remain in forcs so long as operations on said well or for
« *driliing or reworking of any additional well are prosecuted in good faith and in-workmanlike manner without interruptions totaling more than sixty (60) days during
* aa) ne such operation, and if they result in the production of oil and/cr gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or

oo PAVERCL of shut-in oil or gas weil royalties or compensatory royaltics is made as provided in this lease.
LE ™

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 terminat= if Lesses commences additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full force and effect for =o long as such operations continue in good faith and in workmanlike manner without
interruptions totaling mors than sixty (60) days. If such drilling or rewerking operations result in the producticon of oil or gas, the lease shall remain in full force and
effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory
royaltics is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not
terminate if the Lasses commences additicnal drilling or reworking operaticns within sixty (60) days after the completicn 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 sixry (60) days. Lesses shall give written notics to the General Land Offics 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 i
force and effect, 2 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 quUlUb e
production facilities or lack of a suitable market, then Lesse= may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in "hem
lease, but not less than 51,200  year for each well capable of producing oil or gas in paying quantides. 1f Paragragh 3 of his Jeass dck CAGUSRECITE Bty ren
amount, then for the purpeses of this paragraph, the delay reatal amount shall be one dollar (51.00) per acre. To bcAzTngxfw:, ach ini ; E:r}j?ﬂl" R4
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lesses ceases to produce oil or gas fom the leased premises, or (3) 60 days

afier Lessee completes a drilling or reworking operation in accordancs 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 royaity is paid, the lease shall be considered to be
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term. or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lesses may extend h
lease for four more successive periods of one (1) year by paying the same amount cach year on or before the expiraticn 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 soid 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 reservoir, or in amy .
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil of gas royalty shall cease, but the lease shall remain efective
for the remainder of the year for which the royalty has been paid. The Lesses may maintain the lease for four more successive years by Lesses plyi.ngmmmq
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completzd in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Offics 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
preduced from the well causing the drainage or that is completed in the same producing reservoir and locazed within one thousand (1,000) fest of the leased premises.
l!_'d:e compensatory royalty paid in amy 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lesse= shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month pericd. Compeasatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of thess provisicns will relieve Lessee of the obligation of reasonable development nor the obligation to drill offsey .
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. Netwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has
been completed on the leased premises, Lesses shall exercise the diligence of a reasonably prudent cperator 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 forcs and efect two (2) years afler the expiration date of the primary or extended term it shall then terminate
as 1o all of the leased premises, EXXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (inciuding a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessce is then engaged in
continucus drilling or reworking operaticns, or (2) the number of acres included in a producing pocled unit pursuant 1o 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 jurisdicticn. If at any time after the effective
date of the partial termination provisions hereof, the applicable fie!ld rules are changed or the well or wells located thereon are reclassified so that less acreags is
therzafter allocated to said well or wells for production purposes, this lease shall thereupen terminatz as to all acreage ot thereafter allocated to said well or a=lls for
production purposes. Notwiths:anding the termination of this leass as 10 a portion of the lands coversd hereby, Lesses shall neventheless continue to have the ight of
ingress 0 and sgress from the lands still subjecs 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 hersof ("the retined lands™), for access to and from the
retained lands and for the zathering or transportation of oil, gas and sther minerals producsd from the remined lands.

(B) HORIZONTAL. In the event this lease is in forcs and c&ect two (2) years after the sxpiration datz of the primary or extended term it shall further
terminate as 1o ail depths below 100 fest 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 Lasses pays an amount squal to one-half (1/2) of the bonus originaily paid as
consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shail be in force and effect as to such desper depths, and said ,, 2
termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is producsd in paying quantities from such dezperaigpds

covered by this [ease. oot

. * a®
(C) IDENTIFICATION AND FILING. The surfacs acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a sqllare ¥ith
the well located in the center thereof] or such other shape as may be approved by the Commissioner of the General Land Offics. Within thirty (30) days after par.t'gll
termination of this lease as provided herein, Lesses shall exscute and record a release or releases containing a satisfactory legal description of the acreage and{gre _ °
depths not retained hereunder. The recorded release, or a centified copy of same, shall be filed in the General Land Offics, accompanied by the Sling fes pr:se.'ibca..
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 ninety P03 _*
days after being requested to do so by the General Land Offics, then the Commissioner at his sole discretion may designate by written insrument the acreage afdor
depths 1o be released hersunder and record such insoument at Lesses's sxpense in the county or counties where the lease is located and in the official records ofl.hc.“
L4 .

Generai Land Office and such designation shall be binding upon Lesses for all purposes. * Le¥
-

17. OFFSET WELLS. Neither the bonus. delay rentals, ncr royalties paid, or to be paid, under this lease shall relieve Lesse= of his obligation to prcm.:"....
the oil and gas under the above-described land from being drained. Lessee, sublesses, recsiver or other agent in conwol of the leased premises shall drill as many e
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to preveat 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 preduction of oil or gas, the Lasses, sublesses, recsiver 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 fe=t of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligencs. Failure to satisfy the starutory offset obligation may subjezt this lease and the owner of the
soil's agency rights to forfeiture. Cnly upon the detsrmination of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royalty under applicable stamutory 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 from complying with any express or implied covenant of this lease, from
conducting drilling operaticns on the leased premises, or fom producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of Ged, °:
any valid order, rule or regulation of government authority, thea 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 su.sper{d the
payment of delay rentals in order to maintain this lease in eFect 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, 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 Lessec's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid 1o him
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided 1o be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office reczive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross. production.

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

21. USE OF WATER. Lessce shall have the right to usc water produced on said land 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. 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 requestzd 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 bam now on said premises without the
written consent of the owner of the soil. .

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

L]
.. '.. ®26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right to remove machinery and fixtures placed by
Lesspg on the leased premises, including the right to draw and remove casing, within one hundred tweaty (120) days after the expiration or the termination of this
1€355 tnkess 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 n paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General

d Officz 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

ﬁpg:r'we terms of this paragraph.
.
e 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

* .
l.uzasé' thay be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
.a;nd assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lesses, diminish the rights, privileges
» .arﬂfgsuu:s of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lesses. And no change or
diMsion in ownership of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) days after the owner of the sail (or his heirs, devisees, legal
* e ggQrPsentatives or assigns) fumishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or 3
® cerfied copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relicve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessce or any

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

(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 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) a nominee of the owner of the soil; byen.
(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 parter or is an employes of such a partnership;

(4) a principal stockholder or employee of the corporation which is the owner of the soil; e — SFC_ZI?T; IED COPY
(5) a partner or employee in a partnership which is the owner of the soil; pe .y s w b }:é‘
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(6) a fiduciary for the owner of the soil; including but not limited 1o a guardian, trustee, executor, administrator, receiver, or conservator for the
owner of the soil; or
(7) afamily member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

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

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

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lesses should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lesses should refuse the proper authority access to the records pertaining to operations, or if Lessee 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 Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficientty informed of the facts which authorize a
forfeiture, and when forfeited the area shalil 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 zas 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 procesds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may,Bce
foreclosed with or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lessee agrees that’the *
Commissioner may require Lessec to execute and record such instruments as may be reasonably necsssary to acknowledge, artach or perfect this lien. Lessee heraly® ,
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Leassee’s acquisitio§ of o*

this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided e
herein. eett,
L3 s

.

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 leasehgld <o i
or mineral interest for the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land § ,*
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.153. The owner of the s0il agrees that the inclusion of this provision in this lease satisfies the execution requircments stated in Texas Naral | 00 o
Resources Code 52.152. ® e

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

CONCURRENT, ACTIVE, OR PASSIVE.



36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medium "~ .
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardoys
Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantitics. LESSEE’S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PDL\Lm
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF () A
VYIOLATION 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 SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

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

be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not
effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is fled in the General Land Offics in accordancs with
Texas Narural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and tue 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 Offics. )
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STATE OF

(CORPORATION ACKNOWLEDGMENT)
COUNTY OF

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

hwwmmembeﬂ:epumnwbnsemismhm‘bedm&efoﬁgoingimmu of

ﬁda:hawledgedtomﬂhuhmmd&gm v
for the purposes and consideration therein expressed, in the capacity stated, and as the act and dezd of said corporation.

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

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

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

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

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

Notary Public in and for

—_—

STATEOF_/ &7z~
COUNTY OF @//Z 20/

(INDIVIDUAL ACKNOWLEDGMENT)

Before me, the undersigned authority, oa this day personally appearsd Daniel L. Laird, dealing in
his sole and separate property o ®,

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they exscuted the same for the Pumm-;'d
consideration therein expressed.

Given under my hand and seal of office this the *‘?‘" day of /z////f/;;//f _ 1977 i
T g, B G & B s i
LAYS RIONY y ~ e T
§5 W Z% NowryPublicinandfor_ v /v, T Vgt A O
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Before me, the undersigned authority, on this day pc:sonal'i.;':p“;:amd % J O/}l/l%

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

Given under my hand and seal of officz this the & day of ___ W , 19 4 g

w K
W MARLOWE — —
M h?\%i-lr%w PUBLIC Notary Putlic in and for m

A ’39 State of Texas
"}“%9_:’-\;}‘ Comm. Exp. 10-'3?-99" 3
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY
17, 1998, BY AND BETWEEN DANIEL L. LAIRD, DEALING IN HIS SOLE AND SEPARATE
PORPERTY AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING 106.66 NET
MINERAL ACRES, MORE OR LESS, ALL IN 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. 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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PAID UP
OIL AND GAS LEASE

'I'H!SAGR.EEME.NTismadendmuedinmmis 17 dsyof dnly 19 gag ,buﬁmsmomemgwManiu
gt Jograce Taird Flood. dealing in her Sole and separate property

of 323 Bushnell Ave
San Antonio., TX 78212 said ageat
(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
Migtand . TX _7870]
(Give Permanent Address)

hereinafter called Lesses,

1. GRANTING CLAUSE. Fcrmdiniduﬁoaofmemmdwc-ndofﬂumnﬂmumupdthmﬂwﬁrmny
Lessee under this lease, the State of Texas acting by and through the owner of the soil, bereby grants, leases and lets unto Lessee, for the sple and oaly purposz 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
tl:lfereon.mpmduce,szve.nkcmoﬂ treat and Tansport said products of the lease, the following lands situated in Cnlberson County, State
T i . )
P Block 100, Public School Land Survey

Section 8: All

Section 9: All

Section 16: All

Section 17: All

containing__2 , 560 acres, more or less. The bonus considemﬁmplidforﬂlisle‘xeis:sfnlluws:
To the State of Texas:_ Two Thousand Eight Hindred Seventy-nine and 82/100
Dollars(S__2 , 879,872 L |
. oo To the ownerof the soil:__TWO Thousand Eight Hundred Seventy-nine and 82/100
. oo Dollars(3__ 2,879 .82 ) ]
ot Total bonus consideration:_Five Thousand Seven Hundred Fifty-nine and 64/100
. Dollars (S__5, 7/59.64 5
The' %l bonus consideration paid represeas abonusof _ Fifty-four and No/100-=-=---—e—m—m—emee———
:: : Dollars ($ 54.00 ) perac=, 0n 1 06 . A et acres.
. L] .
» ."2. TERM. Subject to the other provisions in this lease, this lease shall be for a t=rm of i from this date

(heretn called “primary term™) and as long thereaiter as oil and gas, or cither of them, is produced in paying quantities fom said land.
Ag ascti®y this lcase, the zrm “producsd in paying quantities” means that the receipts from the sale or other authorized commercial use of the substancs(s) coversd

excesdaut of pocket operaticnal expenses for the six months last past.
*Seq.Ffhibit _"A" attached for Pd-Up Dela

on crbefomsw date Lesse= shail pay or tender to the owner of the soil or to his credit in

Rental Provision shown as Paragraph #40

the
ax sy , Or its succsssors (which shall continue as the depository regardless o =S in the ownership of
said land), the amount specified below, ition, Lesses shall pay or tzader to the COMMISSIONER OF THE GENERAL FFICE OF THE STATE OF
TEXAS, AT AUSTIN, TEXAS, a like sum on o re said date. Payments under this paragraph shall operatz as a shall cover the privilege of deferming
the commencement of a well for one (1) year from sai Payments under this paragraph shall be in the fol
To the owner of the soil:
Dollars (3 )
To the State of Texas:
Dollars (S e e )
Total Rental: e

Dollars (S

In a like manner and upon like paysmeSts or tenders annually, the commencement of a well may be further deferred for successivapesiods of one (1) year sach during

the primary term. All paysmefits or tenders of rental to the owner of the soil may be made by check or sight draft of Lesses, or any assignes-af this lease, and may b¢

delivered on or be the rental paying date. If the bank designatzd in this paragraph (or its successer bank) should cease to exist, suspend busi liquidate, fail or
9 to accept rental, Lesses shall not be held in default for failure to make such payments or the

IS




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

the soil:

(A) 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 5

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

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

(B) NCN PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defineq
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect o gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) 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 Commissioner of the General Land Offics, such value w0 be based on the highest market prics paid or offer=d for gas of comparable quality in
the general area where producsd 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 gas under this lease shall not at any time exceed 14.65 pounds per square inch absolutz, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
most approved method of testing being used by the industry at the time of testing.

© PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas acributable to gas produced from this lcase, and on fifty percent (50%), or that percent accruing to Lesses, whichever is the greater, of the
total plant production of liquid hydrocarbens artributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in which Lesse= (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty perceat (50%) or
the highest percent accruing to a third party processing gas through such plant under a processing agre=ment negotiarzd 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 respectve royalties on residue gas
and cn liquid hydrocarbons shail be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparabie quality in the
general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling prics for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, howsver, shall the royalties payabie under this paragraph be less than the royaltics which would have be=a due had the gas not
been processed.

(D) OTHER PRODUCTS. Royaity on carbon black, sulphur or any other products producsd or manufacrursd fom gas (exceptng liquid hydrggarfons)
whether said zas be "casinghead,” “dry,” or any other gas, by fractionating, burning or any other procsssing shall be =y ® g Sfthe
gross production of such products, or the market value thereof, &t the option of the owner of the soil or the Commissicner of the General Land Office, such magket
value to be determined as follows: 1) on the basis of the highest market prics of each product for the same month in which such product is produced, oc:.." m.u_me
basis of the average gross sale pricz of cach product for the same month in which such products are produced; whichever is the greater. s

5. MINIMUM ROYALTY. During any year after the sxpiration of the primary term of this lease, if this lease is maintained by production, the $Yikies
paid under this lease in no svent shall be less than an amount squal to the total annual delay rental hersin provided; otherwise, there shail be due and payable®h or
befors the last day of the month succeeding the anniversary date of this lease a sum zqual to the total mnual reatal less the amount of royalties paid durifjg §*,
precsding 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®® ont

dollar (§1.00) per acre. i

6. ROYALTY IN KIND. Norwithstanding any other provision in this lease, at any time or ffom time to time, the owner of the soil or the Con"mistim.‘_ler
of the General Land Office may, at the opticn of sither, upon not less than sixty (60) days notics to the holder of the lease, require that the payment of any royalties
accruing to such royaity 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 3%ty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land OfSce's rights or Lesses's obligations, whether express or implied.

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
producing, gathering, storing, separating, Teating, dehydrating, compressing, processing, Tansporting, and otherwise making the oil, gas and other products i
hersunder ready for sale or use. Lesses agress (o compute and pay royalties on the gross value received, including any reimbursements for severancs taxes and
production related costs.

used ©

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 £ the soil
e

process gas producsd hereunder in any procsssing plant. Notwithstanding any other provision of this lease, and subject to the written consent of the owner of Hi¢
and the Commissioner of the General Land Office, Lesses may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises ater the liquid hydrocarbons contained in the gas have besn removed; no royalties shall be payabie on the resycled gas
until it is produc=d and scld or used by L=sses in a manner which eatitles the royalty owners o a royalty under this [ease.

9. ROYALTY PAYMENTS AND REPORTS. All royaities not taken in kind shall be paid to the Commissicner of the General Land Offics & Austin,

Texas, in the foilowing manner:

alty on oil is due
15 is due and
affidavit of the
d disposition of
ion, disposition

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that roy:
and must be recsived in the General Land Offics on or before the Sth day of the second menth succs=ding the month of preduction, and royalty on g
must be received in the General Land Offics on or before the 15th day of the second month succesding the month of preduction, accompanicd by the
owmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Offics and showing the gross amount :|.n
all oil and gas produced and the market value of the oil and gas, together with a copy of ail documents, records or reperts confirming the zross product



and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks,
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office luunnmbcd:emamofmymybc;,‘
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lessee owes a penalty of 5% on the royalty or
525.00, whichcver is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or 325.00 whichever is greater.
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixxy (60) days overdue.
AfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount sct by the General Land Office administrative rule which is
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of
the royalty or to that portion of the royalty in dispute as to fair market value. . .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemems and amendments to such contracts within thirty (30) days after entering into or making such
agreements or amendments. Such contracts and agreements when reccived 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
premiscs, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attorney General, the Govemnor, or the representative of any of them. .

(B) PERMITS, DRILLING RECORDS. Written notice of all operations 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
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of weil tests, completion reports and
plugging reponts 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 subminted 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 banteries 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 ail wells drilled on the above described premises and shall transmit a true copy of

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

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

Land Office.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oi] of 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
gasirem 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
dan:.of completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annuaiﬁzhy 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 il 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
leagd 84 ¥gnducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
prodtittior? 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
prigffy tefm 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
expifation'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
termimate. 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
acc.otda'u:E with the shut-in provisions hereof.

esne
o12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If; at the cxpiration of the primary term, neither oil nor gas is being
protdit2d dn said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for
drilling or reworking of any additional well are prosecuted in good faith and in- workmanlike manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or

payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should cease from any cause. this [ease shall not terminate if Lesses 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 additicnal drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well* means any well that has been assigned a well number by the state agency l_uvin_s
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 qf suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount., ‘g%m ble, tHe il Bt vided in the
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. ll'hw% of thi 3 tal

: .00) per acre. Ve, -
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (51.00) per acre. S e Bt b
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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-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 a period of one year from the end of the primary term. or from the first day of the manth
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 cffect by payment of the shut-in oil or gas royalty, oil or gas is sold and
dclivuedinplyingquanﬁﬁaﬁ-nmaweﬂbumdwilhinonelhamd(l,oomMnfhlmdmhﬂmplmdhhsmmduchgmk.whmy_ !
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shail cease, but the lease shall remain effective ...
forthcmainderofmewaorwhichugmydrybasbempdd.mmmmmmelemfahnmmmheymbyLmuMMmmq '
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) fect of the leased premises.
If the compensatory royalty paid in amy 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of thesz provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offser .
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the

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

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has
been completed on the leased premises, 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 cvent this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as 1 a portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph | hereof, together with easements and rights-of~way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the remined lands®), for access to and from the
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retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.
. . @

(B) HORIZONTAL. In the cvent this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall fugher,
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 14(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 o )
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 iepil'.u.o

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 sqlifire 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 paftial
termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage andfer*®
depths not retained hereunder. The recorded release, or a centified copy of same, shall be filed in the General Land Office, accompanied by the filing fee presesided
by the General Land Office rules in effect on the date the release is filed. If Lesses fails or refises to execute and record such release or releases within ninegy, (90) |
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by writen instrument the acreage and/er
depths o be released hereunder and record such instrurnent at Lessee's expense in the county or counties where the lease is located and in the official records of the

General Land Office and such designation shall be binding upon Lesses for ail purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect
the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if oil and/or gas should be 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 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 afer 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 royaity under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government authority, then while so prevented, Lessec's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lcase 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 leased premises, thea Lesses may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes of 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
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 aboye
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shal] be paid 1o him
in the proportion which his interest bears to the entire undivided surface estate and the royalties mdmulbu:in;mvided:obepaidmmeCommissicwofme
General Land Office of the State of Texas shall be likswise proportionately reduced. However, before Lessee adjusts the royalty or reatal due to the Commissioner of
the General Land Office, Lesses or his authorized representative must submit to the Commissicner 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 Lang
Office shall be paid the value of the whole production allocable to any undivided interest not coverzd by a lease, less the proporticnate development and production
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office recsive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross production.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52.154, or
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
payments that are made on a per acre basis hersunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so thar
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 aumber of acres actually renained 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 fom wells or
tanks of the owner of the soil; provided, however, Lesses shall not use potable water or water suitable for livestock or immigation purposes for waterflood operations

without the prior consent of the owner of the soil.

22. AUTHCRIZED DAMAGES. Lesses 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, Lesse= shall bury its pipelines below plow depth.

24. WELL LOCATION LIMIT. No well shail be drilled nearer than two hundred (200) fest 1o any house or bam now on said premises without the
written consent of the owner of the soil. .

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
for=going, pollution of coastal wetlands, narural waterways, rivers and impounded water shail be prevented by the use of containment facilities sufficient to prevent
spillage, sespage or ground watsr contamination. In the svent of poilution, Lesses shall use all means at its disposal 1o recapture il escaped hydrocarbens or other
poilutant and shail be responsivie for all damage to public and private properties. Lessee shail build and maintain fences around its slush, sump, and drainage pits
and tank bateries so as w0 protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lesses shall fill and level all
slush pws and ceilars and completely clean up the drilling site of ail rubbish thereon. Lesses shall, while conducting operations on the leased premises, kesp said
presniacs free 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
edhgiforfand contours as is practicable. Tanks and equipment will be kept painted and presentable.

L ]
eses 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesse= shall have the right to remove machinery and fixtures placed by
Lo;;gx.‘oqmc leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination uft{li! )
lcasoc'unlqs the owner of the soil grants Lesses an extension of this 120-day period. However, Lessee may oot remove casing from any well capable of producing oil
and.z:n im paying quantities. Additionally, Lesse= may not draw and remove casing until after thirty (30) days written notics to the Commissioner of the General
Lan'd Offics 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
und'ez the terms of this paragraph.

L] L]

ee®® 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
legsg JYAYebe assigned, in whole or in part, and the provisions of this lease shall extead to and be binding upen their heirs, devisess, legal representatives, successors
and*®assigis. However, a change or division in ownership of the land, rentals, or royaities will aot enlarge the obligations of Lzssee, diminish the rights, privilezes
and estates of Lzsses, impair the effectiveness of any payment made by Lesses or impair the ¢&ectiveness of any act performed by Lesses. And no change of
division in ownership of the land, rentals, or royalties shall bind Lesse= for any purpose until thirty (30) days ater the owner of the soil (or his heirs, devisess, legal
representatives or assigns) fumishes the Lesses with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or 3
certified copy of such original) when the ownership changed because of a conveyance. A total or partal assignment of this lease shall, to the exteat of the inﬂfﬂﬂ
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 aad
option to pay rentals shall be apportioned as betwesn 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 filea
cartified 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 sucszed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lesses or anY

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

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in part by
assignment without the prior written approval of the Commissioner of the General Land Offics. 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 wers made to the owner of the soil if the assignes is:

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

(3) a parmership in which the owner of the soil is a parmer or is an employes of such alpam-scrship; A CERTIFIED COPY
(4) a principal stockhelder or employee of the corporation which is lhg ovwner of the soil; i IT BEARS THE SEAL OF THE COUNTY ffx
(5) a parmer or employes in a parmership which is the owner of the soil; ATTEST: )0 —2Lo =5
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(6) a fiduciary for the owner of the soil; including but ot limited to a guardian, trustes, executor, administrator, recsiver, of 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 exscute and deliver to the owner of the soi]
and placs of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lexse as to such portion or portions, and pe
relieved of all subsequeat obligations as to acreage surrendered. If any part of this lease is properfy surrendered, the delay rental due under this lease shall be reduced
by the proportion that the surrendered aceage bears to the acreage which was covered by this leasz immediately pricr to such surrender; however, such release wij)
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 al or any part of this leasz is assigned or released, such assignment o release must be recorded i
Lhccoun:ywhmdmlandissiman:d.nd:her:cordcdi.nmmm:.oracopycfd;emmdedimm:mcerdﬁedbyme&mqmatofmcmqhwhighm
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such
assignment is not 5o 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
stazement of the rue consideration to be paid for the execution of this lease and the rights and duties of the parties. Axny collateral agresments conceming the
development of oil and gas fom the lexsed premises which are not contained in this lease render this lease mvalid.

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 scil 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 paymeat of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false retumn or false report conceming production or drilling. or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissicner of the Geaeral Land Office, or if Lesses should fail w file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Offcs, the School Land Board, or the Railroad Commissicn, or if
Lesse= should refuse the proper authority access to the records pertaining to operations, or if Lesse=s or an authorized agent should knowingly fail or refusz to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lasses shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignmeat is oot filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject o forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorizs a
forfeiture, and when forfeited the area shail again be subject to lease under the t=rms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reasca of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thersunder reinstated before the rights of another intervene upon satisfactory svidencs to the Commissioner of the General Land Offics of future
compiiance 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 Namral Resources Code 52,136, the State shail have a first lien upen all oil and gas producsd from the area covered
by this lease o secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lesses gragts ghe
Stats, in addition 1o the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and%gty
interest in all leased minerals in and exwracted Som the leased premises, all proceeds which may accrue 1o Lessee fom the sale of such leased minerals, whether such
proczeds 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 proe=ssing af
such leased minerals in order to secure the payment of ail royalties or other amounts due or to become due under this lease and to secure payment of any ss 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
forezlesed with or without court proceedings in the manner provided in the Tite 1, Chapter 9 of the Texas Business and Commercs Code. Lesses agress tpighe o
Commissioner may requirs Lesses to executs and record such instruments as may be reasonably necsssary to acknowledge, artach or perfect this lien. Les%es Htfkby
represents that there are no prior or supericr liens arising from and relating to Lessee's activities upoa the above-described property or from Lassee’s acquigtig® Y,

this lease. Should the Commissioner at any time determine that this representation is not true, thena the Commissioner may deciars this lease forfeited as pf¥ide8
L

herzin.
LA R L]

.

34. PCOLING. Lezssee is hereby granted the right to pool or unitize the royaity intzrest of the owner of the soil under this lease with any other foascneld
or mineral interest for the exploration, development and production of oil or gas or =ither of them upon the same terms as shail be approved by the School L‘:nd
Board and the Commissioner of the General Land Offics for the pooling or unitizing of the interesz of the State under this lease pursuant to Texas Natural 3538
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 Narural

Resources Code 52.152.

35. INDEMNITY. Lesses her=by releases and discharges the State of Texas aEd the owner of the soil, their officers, employess, parmers, agents,
conraclors, subconactors, guests, invitess, and their respective successors and assigns, of and fom all and any actions and causes of action of every nature, of other
harm, including snvironmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expeases which are caused by the
acuyities 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 _
hereunder, or that may arise out of or be ocsasioned by Lesses's breach of any of the terms or provisions of this Agresment, or by any other negligent or strictly Ilab]e
act or omission of Lessee. Further, Lesses hersby agress © be liable for, exonerate, indemnify, defead and hold harmless the State of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including :knh).
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or swrict liability, including m.f:muys fees and
other legal expenses, including those relazsd to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply wuh_ any and all
eavironmental laws; those arising from or in any way related to Lesses’s cperations or any other of Lesses’s activities on the leased premises; '.hcse_ arising f{U“‘
Lesses’s use of the surface 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 -
Agreement or any other act or omission of Lessee, its directors, officers, employess, parmers, agents, contractors, subcontractors, guests, invitees, and their mpeﬁ‘{”
successors and assigns. Each assignes of this Agresment, or an inter=st therein, agress to be liable for, exonerate, indemnify, defend and hold harm[:.?s the Sl:‘lte o
Texas and the owner of the soil, their officers, employees. and agents in the same manner provided above in connecticn with the activities of Lesses, its oﬂ'w-f_!s-
employess, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE DNDEMNITY OBLIGA'I'IOP-O
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARDT RTY
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PA
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 ail reasonable safeguards to prevent W“ﬂ-ﬂﬁﬂi{hn or pollution of :

any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other eavircnmenta] medium -
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lesses shall not bring or permit to remain on the leased premises any asbestog
contiining materials, explosives, toxic materials, or substances regulated as hazardous wastes, harardous materials, hazardous substances (as the term “Hazardous
Substance™ is defined in the Comprehensive Eavironmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sectioas 5601, 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, PENAI.TIES.
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF Mma
VYIOLATION 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, REVMEDY 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
DINDEMNIFICATION 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 lease is issued under the provisions of Texas Natural Resources Code 52171 through 52.190, commonly known as the
Relinquishment Acz, and other applicable stanntes 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 acknowiedged by the Lessee before it is filed of record in the county records and in the
General Land Office of the State of Texas. Cuce the filing requirements found in Paragraph 39 of this lease have been satisfied, the cffective date of this lease shall
be the date found on Pags 1. i :

39. LEASE FILING. Pursuant :p Chapter 9 of the Texas Business and Commercs (fod:. this lease 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 centified copies thereof must be filed in the General Land Office. This lease is not
eective untl a certified copy of this lease (which is made and centified by the County Clerk from his records) is filed in the General Land Offics in accordancs with

Texas Narural Resources Code 52.183. Additionally, this lease shall not be binding upen the Statz unless it recites the actual and Tue consideration paid or promised
for =xzcution of this lease. The bonus due the Staze and the preseribed filing fes shall accompany such certified copy to the General Land Offics. .
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STATEOF

(CORPORATION ACKNOWLEDGMENT)
COUNTY OF,

BEFORE ME, the undersigned autherity, on this dxy personally appeared
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Given under oty hand and seal of office this the day of ;19

Notary Public in and for

STATE OF

(CORPORATION ACKNOWLEDGMENT)
COUNTY OF '

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

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

and acknowledged to me that he executed the same
for the purposes and consideration thersin sxpressed, in the capacity stazed, and as the act and de=d of said corporation.

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

Notary Pubiic in and for

STATEOF_/ 2y

(INDIVIDUAL ACKNOWLEDGMENT) . o
L] .
COUNTY OF /ﬂf///_/ oo
(R R
L] .
Before me, the undessigned authority, on this day pessonally appearsd Jograce ird F d, deali st
in her sole and separate praoperty .
known to me o be the persons whose names are subscribed to the '*ortgomz insoument. and acknowledged to me thar they exscuted the same for the pu:gm and
consideration therein expressed. r/ >
-7 o
Given under my hand and seal of office this the =5 -/ day of ////’ //(_) , 19 c/;//
s NIL
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Before me, the undersigned authority, on this day prson‘slly'!ﬁ‘beared 4,47 Sﬁ\/

known 10 me fo be the persons whose names are subscribed 1 the foregoing insTument, and acknowledged 10 me that they executed the same for the purposes and
consideration therein expressed.

Given under my hand and seal of office this the Q day of W ; 19 4X

................. i Gl mieF71a000ne
i /;;:f\muomm MARLOWE } Ly T 264D

NOTARY PUELIC Netary Public in and for
3] Stats of Texas
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}\"'p\:’/ Comm. Exp. 16-30-89
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EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY
17, 1998, BY AND BETWEEN JOGRACE LAIRD FLOOD, DEALING IN HER SOLE AND
SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING
106.66 NET MINERAL ACRES, MORE OR LESS, ALL IN 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
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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NS LINDA COUNTY CLERK
—.Beputy. CULBERSON COUNTY, TEXAS.
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PAID UP
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this day of, 19_QQ , between the State of Texas, acting by and through it
agent,__Charlotte Walker Furman, dealing 13 her sole and separate property
of 2909 Fiast 17+h i

Odessa, TY 797A1 said ageat -
(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 Lesses.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kzpt 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 oaly purposs of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power staticns, telephone [ines and other stuctures
thereon, to produce, save, taks care of, treat and wansport said products of the lease, the following lands situated in culberson County, State
f Texas, to-wits . .
3 " Block 100, Public School Land Survey

Section 8: All

Section 9: All

Section 16: All

Section 17: All

containing__2 , 560 acres, more or less. The bonus consideration paid for this lease is as follows:
To the Stats of Texas: TWO Thousand One Hundred Sixty and No/100---————————oo
Dollars(s_2,160.00 )
Tothe ownerofthe soil:  TWO Thousand One Hundred Sixty and No/100---—--————--
S 0 Doilars (3 ~ I T 0 o T LA ‘ !
esss Total bonus consideration: Four THousand Three Hundred Twenty and No/100-————-——
Sew: o Dollars (S 4,320.00 ) .-
. e it
Thgtptl bonus consideration paid representsabonusof _ Fiftv-four and No/l100—-—--- e ___
) Doilars (S 54 .00 ) peracre,on __8()  netacres iy
*%e s 2 TERM. Subject to the other provisions in this lease, this lease shall be foratz=mof ___Five (5) years  from thisdue

Oizrsin'c'alled “primary term”®) and as long thereafter as oil and gas, or cither of them, is produced in paying quantities fom said land.
As used in this lease, the term *produced in paying quantities® means that the receipts from the sale or other authorized commercial use of the substanca(s) coversd

:lfft::{mn{pockctopﬂaﬁondexpensafmmeshmanBImm
*See Exhibit "A" attached for Pd-Up dela

'Y o = e~ b Ao 50 L 8G9 3 - -

on®or beYore-sych anniversary date Lesses shail pay or tender to the owner of the soil or to his credit in

rental provision shown as Paragraph #40.

a =T ___, orits successors (which shall continue as the depository regardless of Zes in the ownership of
said land), the amount specified be in additicn, Lesses shall pay or tender to the COMMISSIONER OF THE G FFICE OF THE STATE OF
TEXAS, AT AUSTIN, TEXAS, a like sum before said date. Payments under this paragraph shall operate as a shall cover the privilege of defering
the commencement of a well for one (1) year from 3aid date. Paymens under this paragraph shall be in the follgwing amounts:

To the owner of the soil:
Dollars ($ AR )
To the State of Texas: e
Dollars (S ey =1 )
Total Rental: SR ==
Dollars (S

seriods of cne (1) year cach during

In a like manner and upon like
2 of this lease, and may B¢

the primary term. All
delivered onor the rental paying date. If the bank designated in this paragraph (or its successor bank) should cease to exist, suspend Biis
by another bank, or for any reason fail or refuse to accept rental, Lessee shall oot be held in dct':mll. for failure to make such payments O %




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

(A) OIL. Royalty payable on oil, which is defined as including all hydrocartons produced in a liquid form at the mouth of the well and alsq all
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separater or other equipment, as hereinafter provided, shall be
/16 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

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

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/16 part of the gross production or the market value thereof, at the option of the
ownmer of the soil or the Commissioner of the General Land Offics, such value 0 be based on the highest market price paid or offered for gas of comparable quality tn
the general area where produced and whea run, or the gross price paid or offered to the preducer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time =xczed 14.65 pounds per square inch absolute, and the standard base temperarure shall be sixty (50)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balancs Method or by the
most approved method of testing being used by the industry at the time of testing. :

© PROCESSED GAS. Royalty on any gas processed in a gascline 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 extractzed or the market value thereof, at the option of the
owrmer of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lesses, whichever is the greater, of the
total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered ffom gas processed
in a plant in which Lessez (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable o liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a procsssing agreement negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in procsssing agreements or contracts in the industy), whichever is the greater. The respectve royalties on residue gas
and on liquid hydrocarbons shall be determined by 1) the highest markst prics paid or offzred for any gas (or liquid hydrocarbens) of comparable quality in the
general area, or 2) the gross prics paid or offered for such residue gas (or the weighted av=rage gross selling prics for the respective grades of liquid hydrocarbons),
whichever is the greater. In no eveat, 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. Royaity on carbon black, sulphur or any other products producsd or manufactursd ffom gas (excspting liquid hydrocarbons)
whether said gas be "casinghead,” "dry,” or any other gas, by fractionating, bumning or any other procsssing shall be .3/16 part of the
gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissicner of the General Land Office, suchna.ﬂc.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)ontec
basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the greater. saee

L] .o
5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintined 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, there shail be due and payabjg gn or
before the last day of the month succesding the anniversary date of this lease a sum equal 1o the total annual rental less the amount of royalties paid durina e o
precading year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one
L

dollar ($1.00) per acre. se o

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or fom time o time, the owner of the soil or the Commisstoner
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, by 2itigs
accruing to such royaity 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 its fcyalty in

kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lesse<’s obligations, whether express §r,implicd.
L] L]

under this lease.

7. NO DEDUCTIONS. Lzsse= agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for the cost of
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, ransporting, and otherwise making the oil, gas and other producs )
herzunder ready for sale or use. Lesses agrees 1o compute and pay royaities on the gross value ressived, including any reimbursements for severancs taxes and
production related costs.
used to
f the soil
cing

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proporticnats share of any fuel
process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written conseat of the owner 0
and the Commissioner of the General Land Office, Lesses may recycle zas for gas lift purposes on the leased premises or for injection into any oil or gas pjmd“
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have besn removed; no royalties shall be payable on the recycled gas
until it is produczd and sold or used by L=sses in a manner which enatitles the royalty owners to a royalty under this [ease.

9. ROYALTY PAYMENTS AND REPORTS. All royaltics not taken in kind shall be paid to the Commissicner of the General Land Office at Austin,

Texas, in the following manner:
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on °"::“=
and must be rec=ived in the General Land Offics on or before the Sth day of the second month succeeding the month of production, and royalty on gas is due P
must be received in the General Land Office on or before the 15th day of the sccond month succzsding the month of production, accompanied by the a.ﬁi‘?a":si"ﬁm o
owner, manager or other authorized 2gent, completed in the form and manner prescribed by the General Land Offics and showing the gross amount :.nd dlszis £ai
all oil and gas produczd and the market value of the oil and gas, together with a copy of ail documents, records or reports confirming the zross production, disp



and market value including gas mezer readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines,

or pools and gas lines or gas storage, and any other reports or records which the General Land Offics may require to verify the gross production, disposition ang
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 Offic=. Ethy:llyplymemmw,
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the unoumofru,uqkm'
paid on each lease. If Lessce pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessez 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 greazer.
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue. %
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rale which i
effective on the date when the affidavits or supporting documents were due. The Lesses shall bear ail responsibility for paying or causing royalties to be paid as
prescribed by the due dats provided herein, hymof&edelinqumcypeaah‘rshaﬂinnolmyope:mmprohibit!heSmc'srigmotfod:iWeaMwh
nor act 1o postpone the date on which royalties were originally due. The above penalty provisions shall aot apply in cases of title dispute as o 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. Lesses shall annually fumish the Commissioner of the General Land Office wity
its best possible estimate of oil and gas reserves undertying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreemems and amendments to such contracts within thirty (30) days after entering into or making such contracrs,
agreements or amendments. Such contracts and agreements when received by the General Land Offics shall be held in confidence by the Geaeral Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining o the production, transportation, sale and marketing of the oil and gas produced oa said
premises, including the books and accounts, receipts and discharges of ail wells, tanks, pools, meters, and pipelines shall af all times be subject o inspection and
examination by the Commissicner of the General Land Office, the Atomncy General, the Governor, or the represeatative of any of them. -

(B) PERMITS, DRILLING RECORDS. Wrinen notice of all operations on 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-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 applicaticn o drill. Copies of well tests, ‘completion repors 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 referencs this leasz or any specific well on the leased premises and that are submitted 1o the Texas Railroad Commission or any other govemmental
agency shall include the word *State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word *Statz.* Lesses shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Office, in addition to those herein expressly provided for. Lesses shall have an electrical and/or radicactivity survey made on the -
bore-hole section, from the base of the surface casing to the total depth of well, of ail wells drilled on the above described premises and shall Tansmit 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 Geaeral 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 Geaeral
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, Lesses 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 “mm. the leased premises such production thereof should cease from any cause, this lease shail not terminate if on or before the expiration of sixty (60) days fom
dase d’cmpicﬁon of said dry hole or cessation of production Lessee commences additional drilling or reworking operations therson, or pays or tenders the aext
anndal'lay 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
cogih?d2d, and abandoned, or the production of oil or gas should cease for any cause, Lesses's rights shall remain in full forcs and effect without further operations
unti? the piration of the primary term; and if Lesse= has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintin this
lease by conducting additional drilling or reworking operations pursuant o Paragraph 13, using the expiration of the primary term as the date of cessation of
prqdagiey 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
prinwary te¥m hereef, Lesses may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
ex 'rld.on:ofsixry (60) days from the date of completion of such shut-in oil or gas well and upon the failure o make such paymeat, this lease shall ipso facto
terminats.e 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
accorgance with the shut-in provisions hersof.

® eese”12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced gn said land, but Lesses is then engaged in drilling or reworking operations thereon, this lease shall remain in force so long as operations on said well or for
drifige® Sr&eworking of any additicnal well are prosecuted in goed faith and in- workmanlike manner without interruptions totaling more than sixry (60) days during
any one such operation, and if they result in the production of oil and/cr gas, so long thereafter as oil and/or gas is producsd in paying quantities fom said land, or
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should czase from any cause, this lease shall not terminats if Lesses commences additicnal drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full fores 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 fores 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 Lesses commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this [ese
shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in 2 workmanlike manner without interruptions towling mer=
than sixry (60) days. Lessee shall give written notics 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 bezn 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 temm of a lease that, until being shut in, was being maimain:d_lﬂ
force and effect, a well capable of producing oil or gas in paying quantitics is located on the leased premises, but oil or gas is not being produced for lack qfﬂ-"“‘"e
production facilities or lack of a suitable market, then Lesses may pay as a shut-in oil or gas royaity an amount squal to double the annual reatal provided in the
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease doedf AGtEpETiTy ety rental

amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) peracrs. To be =§&tiif‘e?:&£5§ %ﬁl’%‘m@ Jiai[?yalf"
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must be paid on or befcre: (1) the expiration of the primary term, (2) 60 days after the Lesses ceases to produce oil or gas fom 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 onc-half (1/2) 1
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 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 sach 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 orgasissoldand
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, orimamy . -
casci.nwhichdr.linac:i:oc:uning.th:ﬁghlmwnﬁnuetnmimainthclezebypaﬁnld:eshm‘inoﬂwmmyﬂtyﬂuumbﬂmlmﬁaﬂmﬁne&:ﬁw-
for the remainder of the year for which the royalty has been paid. The Lesses may maintain the lease for four more successive years by Lesses paying compensatory
myﬂryntberoyallyn::pmvidcdinmclmofﬂumarkﬂvﬂmofpmducﬁmﬁnmlhcwﬂ mshg&c&:inagewwhichhmplemdinmcmepmdndn;
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Offics 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 t‘mmmew:llcausingdudnhageoﬂhﬂisnomplemdindwmepmdndngmirmdlomdwiminuumommd(l.m)fmo{melmdm
If the compensatory royalty paid in amy 12-month pericd is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month period. Compeasatory royaity paymeats which are not timety paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lesses of the obligation of reasonable development nor the obligation to dril] offser .
wells as provided in Texas Narural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissiconer's written approval, the

payment of compensatory royaitics can sarisfy 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 exsrcise the diligeacs of a reasonably prudent cperator 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 cvent this leasc is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminare
as 10 all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding sach gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 bereof), or 2 well upon which Lesses is thea engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pocied 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 purposas to a proration unit for each such producing well under the rules
and regulations of the Railroad Commissicn of Texas, or amy successor agency, or other governmestal authority having jurisdiction. If at any time after the effective
date of the partial terminaticn provisions hereof, the applicable fi=id rules are changed or the well or wells locatzd thereon are reclassified so that less acreage is
thersafter allocated 0 said well or wells for production purposes, this lease shall thereupen terminat= as to all scr=age not therzafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this leasz as 10 a portion of the lands covered hereby, Lesses 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 I hereof, together with easements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof ("the remined lands™), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerals producsd from the retined lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the =xpiration date of the primary or extended term it shall fémaqo.
terminate as to all depths below 100 fest below the total depth drilled (hereinafter "desper depths™) in cach well located on acreage retained in Paragraph 16 §4) »
atcve, unless on or before two (2) years after the primary or extended term Lassee pays an amount =qual o one-balf (1/2) of the bonus originally paidas  eeee
consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in fores and effect as to such desper depths, and said s "ee
termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produczd in paying quantties Som such decper depths

covered by this lease.
.

L .

(C) IDENTIFICATION AND FILING. The surfacs acreage retained hereunder as to each well shall, as nearly as practical, be in the formof a sguaregith
the well located in the center thereof] or such other shape as may be approved by the Commissioner of the General Land Cffics. Within thirty (30) days after panad
termination of this lease as provided hersin, Lesses shall executs and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hersunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fes ?m‘,"ﬁ”d
by the General Land Office rules in effect on the date the release is filed. If Lesses fails or refuses 1o execute and record such release or releases within ainesy 190)e
days after being requested 1o do so by the General Land Offics, then the Commissioner at his sole discretion may designate by written instrument the acreage"nbr
depths to be released hersunder and record such instrument at Lesses's expense in the county or counties where the lease is locatad and in the official recor@af (iFe
General Land Offics and such designaticn shall be binding upen Lesses for all purposes. L

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 protest
the oil and gas under the above-described land fom being drained. Lesses, sublesses, recsiver or other agent in congol of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill to a depth necsssary to preveat undue drainage of oil and gas Som the leased premises.‘ In
addition, if cil and/or gas should be producsd in commercial quantities within 1,000 fest of the leased premises, or in any case where the leased premises is being
drained by production of cil or gas, the Lesses, sublesses, recsiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 fect of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligeacs. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the
soil’s agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royalty under applicable starutory parameters satisfy the obligation to drill an offset well or wells required under this paragragh.

18. FORCE MAJEURE. If, after a zood faith efort, Lessee is prevented Som 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, swrikes, acts chv:i ::r—
any valid order, rule or regulation of government authority, thea while so prevented, Lessee's obligation to camply with such covenant shall be suspended and Lesses
shall not be liable for damages for failurs to comply with such covenants; additicnally, this lease shall be extended while Lesses is prevented, by any such cause,
from conducting drilling and rewerking operations or from producing oil or gas fom the leased premises. However, nothing in this paragraph shall suspend Lh:f i
payment of delay rentals in order to maintain this lease in effzct during the primary term in the absence of such drilling or reworking cperations or production 0f©

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 defaulrs in
payments owed ca the lcased 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, 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 above
described land, 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 reatal herein provided 1o be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lesses 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 Offics 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 Lang
Offics 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 cvent shall the Commissioner of the General Land Office recsive 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 Namral Resources Code Sections 52.151-52.154, or
if, at any time after the expiration of the primary term or the cxtended term, this lease covers a lesser number of acres than the total amount described herein,
paymeats that are made on a per acre basis hersunder chall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so thar
payments determined on a per acre basis under the terms of this ease during the primary term shall be calculated based upon the number of acres outside the,
boundaries of a pocled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

2]1. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water from wells or
tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for waterflood operations

without the prior consent of the owner of the soil.

22. AUTHORIZED DAMAGES. Lesses 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. Whea requestzd by the awner 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) fect 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, Lesses shall use the highest degres of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, nanural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, secpage or ground wart~r contamination. In the cvent of pollution, Lesses shall use all means at its disposal o recapture ail escaped hydrocarbens or cther
poilutant and shall be responsibie for all damage to public and private propertics. Lesses shall build and maintain fences around its siush, sump, and drainage pis
and tank batteries so as o protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessez shall fill and level all
slush pits and cellars and completely clean up the drilling site of ail rubbish thereon. Lesses shall, while conducting operations on the leased prtmf'scs. ku:p said
premiscsdiee of all rubbish, cans, boales, 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 practicable. Tanks and equipment will be kept painted and presentable.

L] L
** *26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesse= shall have the right to remove machinery and fixtures placzd by
Less@s= on the leased premises, including the right 1o draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
legstaftess the owner of the soil grants Lesses an extension of this 120-day pericd. However, Lesses may not remove casing from any we!l capable of producing oil
andegns i paying quantities. Additionally, L=sses may not draw and remove casing until after thirty (30) days writen notics to the Commissioner of the General
L.:gnl()ff%: and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixures, or casing which are not timely removed by Lesses
unter theterms of this paragraph.
-
esse 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
ledg nay'*be assigned, in whole or in part, and the provisicns of this lease shall extead 10 and be binding upon their heirs, devisess, legal representatives, successons
and assigng. However, a change or division in ownership of the land, rentals, or royalties will not snlarge the obligations of Lzsses, diminish the rights, privileges
and 38344 of Lesse=, impair the effectiveness of any payment made by Lesses or impair the effectiveness of any act performed by Lesses. And no change or
divisicn in ownership of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisess, legal
representatives or assigns) fumishes the Lesses with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or 3
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this [ease shall, to the extent of the inﬂfﬂﬂ
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 assignes shall suczezd to all rights and be subject to all obligations, liabilities, and penalties owed 1o the Statz by the original lessee 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 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 tr=ated as if it were made to the owner of the soil if the assignes is:

(1) anomines of the owner of the soil; J . « oo
(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 subsidiany;

(3) a parmership in which the owner of the soil is a partmer or is an employes of such u.pa.rmcrship;
(4) a principal stockholder or employee of the corporation which is the owner of the soil; R — ggﬁ‘;ﬁ”gﬁ? fgﬁ"
(5) a partner or emploves in a parmership which is the owner of the seil; s )ﬂ —\.ﬁéf 9
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(6) a fiduciary for the owner of the soil; including but not limited 1o a guardian, trustee, exccutor, adminiswator, receiver, or conservator for the
owner of the soil; or
(7) a family member of the owner of the s0il or related to the owner of the soil by marriage, blood, or adoption.

23. RELEASES. Under the conditicns contained in this paragraph and Paragraph 29, Lassce may at any time exzcute and deliver to the owner of the soill
and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as to such portion or portions, and be
relieved of all subsequent obligations as to acreage surreadered. If any part of this lease is property surrendered, the delay rental dve under this lease shall be reduced
by the proportion that the surrendered acreage beanm:h:aaezgcwhichwwvmdbymhmhmedhulypﬁuwsuchmdmhommmwmwm
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 leasz is assigned or released, such assignment or release must be recorded in
lhcenunrywhmlhchndi.ssima::d.,mdthcrecnrdedhsumn!.wampyofﬂuuwrdedinm‘m!wﬁﬁedbylbchmzyC!crkuflhcuoumyinwhichthe
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such
assignmeat 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 perraining 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. Aay collateral agreements conceming the
development of oil and gas from the leased premises which are not contained in this lease render this lease mvalid.

31. FIDUCLIARY DUTY. The owner of the soil gwes the State a fiduciary duty and must fully disclose any facts affecting the State's interest in the leased
premises. Whea the interests of the owner of the soil conflict with thosz of the State, the owner of the soil is obligated  put the Staze's inmsubefcmhism

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 knowingly make any false return or false report conceming production or driiling, 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 fil to file reports in the manner
required by law or fail to 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 acsess to the records pertaining to operations, or if Lesses or an authorized agent should knowingly fail or refuse o give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lesses shall knowingly
violate any of the material provisions of this [ease, or if this lease is assigned and the assignment is not filed in the General Land Offics as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the area shail 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. Forfeimures may be set aside and this
lease and all rights thereunder reinstated befors the rights of ancther intervene upen satisfactory evidence to the Commissioner of the General Land Office of future
compiiance 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 zas produced from the area covered
by this lease to secure payment of all unpaid royaity and other sums of money that may become due under this lease. By accsptance of this lease, Lessee grants the
State, in addition to the lien provided by Texas Narural Resources Code 52.136 and any other applicable starutory lien, an express contractual lien on and security
interest in all leased minerals in and exwracted from the leased premises, all procesds which may accrue to Lesses fom the sale of such leased minerals, whgtiérsich
proceeds 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 procssthgof
such leased minerals in order to secure the payment of all royalties or other amounts due or to becore due under this lease and to secure payment of any dagm’mr
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 intersst may
foreclosed with or without court procsedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lasses agrees that the
Commissioner may require Lesses to executs and record such instuments as may be reasonably necsssary to acknowledge, armach or perfect this lien. Lesses gy
represeats that there are no prior or superior lieas arising from and relating to Lessee's activities upon the above-described property or fom Lasses’s acquisdiofl of *
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declars this lease forfeited as prgvid

3 . L]
herein, o e

Ld
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 lcn.sch.u.ld
or mineral inter=st for the exploration, deveicpment and production of oil or gas or sither of them upon the same terms as shail be approved by the School L"'.‘a. '
Board and the Commissioner of the General Land Otfice for the peoling or unitizing of the interest of the State under this lease pursuant to Texas Namral ReSources
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the executicn requircments stated in Texas Nal%ﬂio:-

Resources Code 52,152,

35. INDEMNITY. Lessee hersby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, agents,
contraciors, subcontractors, guests, invitess, and their respective successors and assigns, of and from all and any actions and causes of action of every naturs, of other
harm, including savironmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expeases which are caused by the
acuvities of Lesses, its officers, employees, and ageats arising out of, incidental to, or resuiting fom, the operations of or for Lesses on the leased premises. )
hereunder, 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 negligent or stricly liable
act or omission of Lesses. Further, Lesses hersby agress to be liable for, exonerate, indemnify, defead and hold harmless the Stars of Texas and the owner of the soil,
their officers, employess 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 swict liability, including atomneys’ fe=3 and
other legal expenses, including those related 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 [eased premises; those ansing from
Lzsses's use of the surfacs of the leased premises; and those that may arise out of or be occasicned by Lesses’s breach of any of the terms or provisicns of this
Agresment or any other act or omission of Lessee, its directors, officers, employess, parmers, agents, conwactors, subcontraciers, guests, invitees, and their resP“‘;_“
succsssors and assigns. Each assignes of this Agresment, or an intersst therzin, agress to be liable for, exonerate, indemnify, defend and hold ha.rrnl::.»s the State 0
Texas and the owner of the soil, their officsrs, employess, and agents in the same manner provided above in connection with the activities of Lesses, IS aﬂ'x:::.'-is.
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATION
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD Toq'n'
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PAF
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,

CONCURRENT, ACTIVE, OR PASSIVE.



36. ENVIRONMENTAL HAZARDS. Lesses shall use the highest degree of cars and all reasonable safeguards to prevent contamination or pollution o
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other eavironmenta) medium -
in, on, or undez, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbesiog :
contiining materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term
Substance™ is defined in the Comprehensive Environmenml Response, Compensation and Liability Act (CERCLA), 42 US.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local hwwugu!aﬁmrﬁmdoummujueptord‘mmmmmdyuwdhmﬁuﬁt&onmm
exploration and development operations and swored 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 CLAINS, DAMAGES, JUDGMENTS, PENALT[ES_
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
YIOLATION OF THE FOREGOING PROHIBITION OR (I) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHAL]
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 UPCN 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 provisions of Texas Narural Resources Code 52,171 through 52.190, commonly known as the
Relinquishment Act, and other applicable stantes and amendments thereto, and if any provision in this lease does not conform ™ these stanutes, the stanutes will
prevail over aimy nonconforming lease provisions. .

38. EXECUTION. This oil and gas lease must be signed and acknowiedged by the Lesses before it is filed of record in the county records and in the
General Land Offics of the State of Texas. Ouncs the filing requirements found in Paragraph 39 of this lease have been sadsfied, the effective date of this lease shall

be the date found on Page 1.

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commercs Code, this lease must be filed of record in the offics 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 leasz is not
eTective undl a certified copy of this lease (which is made and centified by the County Clerk from his records) is filed in the Geaeral Land Offics in accordancs with
Texas Natural Resources Code 52.133. Additionally, this lease shall not be binding upcn the Stare unless it recites the actual and true censideration paid or promised
for execution of this lease. The bonus due the State and the prescribed filing fe= shall accompany such certified copy to the General Land Cffics. i
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BY:
Individually and as agent for the State of Texas

Date:

Date:

A CERTIFIED COPY
IF IT BEARS THE SEAL QF THE COUNTY CLER
Pty 5 i/ =1 4

LINDA McDONALD, COUNTY C

DL M




STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF '
BEFORE ME, the undersigned authority, on this day personally appeared =

hmmmemkmemwhounmbmumhdmmfokpiumneuu of
;:dghcwledgedmmdmbcmumdnnm 3
for the purpeses and consideration therein expressed, in the capacity stated, and as the act and de=d of said corporation. :

Given under my hand and seal of offics this the day of ; 19,
Notary Public in and for
STATE OF 5 (CORPORATION ACK}JOWI.EDGMEQ'D
COUNTY OF

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

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

and acknowledg=d to me that he exscuted the same
for the purpeses and consideration thersin expressed, in the capacity stated, and as the act and de=d of said corporation.

Given under my hand and seal of offics this the day of , 19 5

Notary Pubiic in and for

statEor__| EXAS (INDIVIDUAL ACKNOWLEDGMENT)
counTY oF_E0107 ot
e o
Before me, the und:::igncd authority, on this day personally appearsd_ Charlotte Walker Furman., 2000
dealing in her sole and separate property AR S
known 0 me o be the persons whose names are subscribed 1o the foregoing inswument, and acknowledged to me that they exscuted the same for the purposes and
consideration thersin expressed. eoee
51 o L N .
Given under my hand and seal o da dbb“f 19,756 .,
" i 3 :
\ KRISTA GAYLE QUIROZ %/‘4 LO_{:[L ﬂ Lq@. (L L(.Ur =L
) NOTARY PUBLIC 3
} State of Texas {otary Public in and for L LR
\ Comm. Exp. 10-04—99 e

.C....

(INDIYIDUAL ACKNOWLEDGMENT) o

STATEOF TMU/O

COUNTY OF m tdLM
Befocrs me, the undersigned autherity, on this day personally appeared d(a':'} J’O /LA-SO""\”

known to me to be the persons whose names are subscribed 1o the foregoing instument, and aciowledged to me that they executed the same for the purposes and

consideration therein expressed. §|
Given under my hand and seal of office this the 2 7 day of %/ L 5 =

Ay A, Ay

9‘/'& L:'\ MONICA MARLOWE Nowry Putlicinmd for____| SAL

NOTARY PUBLIC
State of Texas
ﬂ/ Ceomm. Exp. 10-30-99

WY




EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY
17, 1998, BY AND BETWEEN CHARLOTTE WALKER FURMAN, DEALING IN HER SOLE AND
SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING 80
NET MINERAL ACRES, MORE OR LESS, ALL IN 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 davs to elapse between the completion of one well and the commencement of the next
succeeding well. Should Lessee fail to commence the continuous drilling program or subsequently default
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby,
save and except for the proration units surrounding each well then producing. capable of producing or
upon which operations are being conducted. The term “proration unit" as used in this paragraph means
any acreage designated as a drilling unit or production unit in accordance with the rules of the Railroad
Commission of the State of Texas. Further, the term "commencement"” shall mean that point in time when
the pertinent well is spudded and the term "completion" shall mean the date upon which the initial
potential test report is filed with the Railroad Commission of the State of Texas. if a productive well, or
the date of filing the plugging report with the commission, if a drv hole. Notwithstanding the termination
of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the
right of ingress to and egress from said land still subject to this lease for purposes described in paragraph
1 hereof, together with easements and rights of way for roads, pipelines and other facilities on, over and
across all of the lands still subject to this lease and for the gathering or transportation of oil and gas
produced from the retained lands. The sole liability or penalty for the failure of Lessee to drill any well or
wells required or permitted in this lease shall be the termination or partial termination of Lessee's rights
under the lease as provided above.

In conducting such continuous drilling program, Lessee shall be entitled to accumulate and later use time,
if any, saved between wells, beginning with the second well under this continuous drilling program. If
one well is commenced sooner than 180 days after the completion of the last preceding well, the portion
of the prescribed 180 day period not used may be carried forward and added to the period between
subsequent wells.
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. J ATTEST: /dV
’  General Land Office - LINDA McDONALD, ro‘wwc:.em
Relinquishmnt Act Lease Form :j;}c“ 7’"‘” 7
Revised, September 1997 L/ Maé {a......,.
PAID UP
OIL AND GAS LEASE
THIS AGREEMENT is made and entered into this Il]]* bdwwnmcSmome.aaingbymdmmughm
agent,_Joe Montgomery Brooks, dea 1ng in IS so e _and separate property
of 16801 Addison Rd., Suite 200 —
Dallas. TX 75248 said agent
(Give Permanent Address) :
herein referred to as the owner of the soil (whether one or more), and Clay Johnsan
203 W, Wall, Sujite 800 of
Midland, TX 79701
(Give Permanent Address)

hereinafter called Lesses.

1. GRANTING CLAUSE. Forandincnnsidn'nionofhmmnﬂbﬂwndofhemmmdmuwbepuibptmdmb,
L:see\md:rtmslem.mesmafTaasmngbymdthmughd:eomufdnsmLmmlmwlmmm&rkmhmdmlypm“
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power staticns, telephone lines and other swuctures
thereon, to produce, save, take care of, treat and ransport said products of the lease, the following lands situated in cunlberson County, State

£T i
e - g Block 100, Public School Land Survey
Section 8: All
Section 9: All
Section 16: All
Section 17: All
containing_ 2 , 560 acres, more or less. The bonus considcmionpa‘dforthislca.seisasfnllm
To the State of Texas:__ Four Thousand Three Hundred TWenty and NO/100-----
Dollars(S__4,320,00 )
To the owner of the soil: Four Thousand Three Hundred Twenty and No/100----
Dollars(S___ 4 ,320.00 ) ,
Total bonus consideration: Eight Thousand Six Hundred Forty and No/100---
Dollars(S__8.640.00 )
ﬁs‘ql#bonmmsadamonpmdrcpmmbonmor Fifty-four and No/100--———-—-———————————
e Doilars (S 54.00 ) peracre,oa 160 net aces.
-""Ol TERM. Subjc:tmthemherpmvmonsmmxsleasc,mule:lscshaﬂbeforamof FIYE (5) vears from this date

(hemn called * primary term”) and as long thereaster as oil and gas, or cither of them, is produced in paying quantities fom said land.
As uScd in this lease, the term *producsd in paying quantities” means that the receipts from the sale or other authorized commercial use of the substancs(s) coversd

exct2d Swt of pocket operational expeases for the ths last past.
*Sed&" EXxhibit "A" attachedmfug} Pd- Up Delay Rental Prov151ons shovn as Paragraph <
LR ] LJ - e -t mmeseree gmene aah o > % i [ et

L] Ld .
on Br betdre Soek wersa.rydalcl.asc-shaﬂpayor!endenomeownetoflhesodormfu.s:rednm
the_*

e
c«ommencement of a well for one (1) year from sai

To the owner of the soil:

Dollars ($ i i )
To the State of Texas: s

Dollars (S P e )
Total Rental: = TR

Dollars (S

sedods of one (1) year sach during

In a like manner and upon liks pay=s b
s af this lease, and may e

AL P BT ot TS

d by a.nother bank, or for any reason fa.l] or refuse 0 acze pl rental, Lessee shall oot be held in default for failure to make such p

- v ofthetor ceiTYerio



: 4._ _ PRODUCTION ROYALTIES. Upen production of oil and/or gas, Lesses agrees to pay or cause to be paid onc-half (1/2) of the royalty
gowacd for in this [case 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
e soil: o

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and alsg a5 all
condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hercinafter provided, shall be
3/16 part of the gross production or the market value thereof, a1 the option of the owner of the sail or the Commissioner of the

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

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/16 part of the gross production or the market value thereof, at the option of the
owwofl.besoi!wdieCmisionaofmchnu:.[I.a.ndOﬁc:,suchvalucmbebasedonﬂzehizhmma:tnpria:paidoroﬂ':rtdforgmafcump:nb[eq@igyh i
the general area where produced and when run, or the gross prics paid or offered to the producer, whichever is the greater; provided that the maximum pressures 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 (50)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balancz Method or by the
mest approved method of testing being used by the industry at the time of testing.

((®) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be 3/16 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residoe gas acributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lesses, whichever is the greater, of the
total plant production of liquid hydrocarbens atributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed
in a plant in which Lesses (or its parent, subsidiary or affiliate) cwns an interest, then the percentage applicabie to liquid hydrocarbons shall be fifty percent (50%) or
the highest percent accruing to a third party processing gas through such plant under a procsssing agre=ment negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing agre=ments or contracts in the industry), whichever is the greater. The respective royalties on residue gas
and cn liquid hydrocarbons shall be determined by 1) the highest markst price paid or offered for any zas (or liquid hydrocarbons) of comparabie quality in the
general arza, or 2) the zross price paid or offered for such residue gas (or the weighted average gross selling prics for the respective grades of liquid hydrocarbons),
:rhich:ver is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have bezn due had the gas nct

e<n processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured Som gas (cxcsptng liquid hydrocarbons)
whether said gas be "casinghead,” "dry," or any other gas, by fractionating, burning or any other procassing shall be -3/16 part of the
gross production of such products, or the market value thereof, at the opton of the owner of the soil or the Commissioner of the General Land Office, such market
value 1o be determined as follows: 1) on the basis of the highest market prics of cach 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 sxpiration of the primary term of this lease, if this lease is maintained by production, the m}ralzics
paid under this lease in no event shall be less than an amount equal to the total annual delay reatal hersin provided; otherwise, there shail be due and payai:re an or
befors the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during he *
preczding 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 b-p'dl.:.

dollar (51.00) per acre.
L

6. ROYALTY IN KIND. Nerwithstanding any other provision in this lease, at any time or ffom time to time, the owner of the soil or the Comgissioner
of the General Land Offics may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any-royiics_
accruing to such royaity owner under this lease be made in kind. The owner of the s0il's or the Commissioner of the General Land Office's right to take it m}"“_y.’-ﬂ
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land OfSce's rights or Lesses's obligations, whether express snimphicd.

under this lease.
LR X ]

7. NO DEDUCTIONS. Lesses agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for thg £g5§ 8T
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, ransporting, and otherwise making the oil, gas and other produgs =
hersunder ready for sale or use. Lesses agrees o compute and pay royalties on the gross value recsived, including any reimbursements for severance taxe§ 8¢ 3°
production related costs.

may represent this lease's proportionate share of any fuel used to

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as i
e

process gas producsd hereunder in any procsssing plant. Notwithstanding any other provision of this lease, and subject to the writien consent of the owner of the
and the Commissioner of the General Land Office, Lesses may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underlying the leased premises after the liquid hydrocarbons contained in the gas have bezn removed; no royalties shall be payabic on the recycled gas
until it is produc=d and scld or used by L=ssee in a manner which entitles the royaity 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 foilowing manner:

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that roya.lry.on oil .s:uc
and must be received in the General Land Office on or before the 5th day of the second month succezding the month of production, and royalty on 3as i d“‘,mrme
must be received in the General Land Office on or before the 15th day of the second month succezding the month of production, accompanied by the “’“‘."“"“ ?L'on of
owmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount aml:'. dudp?ﬂo]sidon
all oil and gas producsd and the market value of the oil and gas, together with a copy of all decuments, records or reports confirming the gross production, disp



.

and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines,

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 Lessce herein must be filed in the General Land Office. Each royalty payment shaj] pe
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on each leasz. lfLmeeply:h.ismyﬂryonorbcfuuminy(JO)dmmmmmwMMLMMIpﬂﬂhY“”‘ﬂﬂhmyﬂqw
$25.00, whichever is greater. A royalty pxyment which is over thirty (30) days late shall accrue a peaalty of 10% of the royalty due or $25.00 whichever is greater.
In additicn 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 ameant set by the General Land Office administrative rule which iy
effective on the datz when the affidavits or supporting documents were due. The Lesses shall bear ail responsibility for paying or causing royalties to be paid as
prescribed by the due datz provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State’s right of forfeiture as provided by |aw
nor act 1o postpone the date on which royalties were ariginally due. The above penalty provisions shall not apply in cases of ttle 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 oil and gas reserves undertying 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 o such coatracts within thirty (30) days after entering into or making such
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Offics unjess
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
premises, including the books and accounts, reczipts 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 Offics, the Attorncy General, the Govemncs, or the representative of amy of them. )

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease shall be submitted to the Commissioner of the General
Land Offics by Lesses or operator five (5) days before spud date, workover, re-cntry, temperary 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 repons shall be supplied 1o the General Land Offics 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 submiced to the Texas Railroad Commission or any other govemnmental
agency shall include the word “State® in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the pwpose of
identifying weils, tank baceries or other associated improvements to the land must also include the word *State.” Lessee shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Office, in addition to those herein expressly provided for. Lesses 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 ail wells drilled cn the above described premises and shall ansmit a true copy of
the log of cach survey on each well 1o the General Land Offics 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 latz 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 Offics.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If during the primary term hereof and pricr 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 t=rm 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 shail zot terminate if on or before the expiration of sixty (60) days from
date of completion of said dry hole or cessation of production Lesses 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 thersto, a dry hole be
completzd and abandoned, or the production of oil or gas should cease for any cause, Lesses's rights shall remain in full forcs and effect without further operations
until the sxpiration of the primary term; and if Lessee has not resumed production in paying quantities af the expiration of the primary term, Lesses may maintin this
leasg by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the =xpiraticn of the primary term as the date of cessation of
prégicziph 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 weil within the
pri Jerm hersof, Lesses may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
expiramorpof sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such paymeat, this lease shall ipso facto
terminate. If &t 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
accer.dfn.cc with the shut-in provisions hersof.

L] e o

*®  *12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
predczd dn said land, but Lessee is then engaged in drilling or reworking operations thereoa, this lease shall remain in forcs 50 long as operations on said well o for
drilfing 8 reworking of any additional we!l ars prosecutzd in good faith and in- workemanliks manner without interruptions totaling more than sixty (60) days during
any ¢he such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produczd in paying quandties from said land, or
paymene gf shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

sees
e 13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of il ar gas from the leascfi premises, aftsr
orice obtmned, should czase from any cause, this lease shall not terminats if Lesses commences additicnal 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 cperations continue in good faith and in workcnanlike manner without
interruptions totaling more than sixry (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 ail or gas is produced from the leased premises in paying quantities or paymeat 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 Lesses commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lese
shall remain in effect 5o long as Lessee continues drilling or reworking operations in good faith and in 3 workmanlike manner without interruptions totaling mers
than sixty (60) days. Lesses shall give written notice to the General Land Offics within thirty (30) days of any czssation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well” means any well that has bezn 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 tz7m of a lease that, until being shut in, was being maintained 'mbl
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 qf““" 8
production facilities or lack of a suitable market, then Lessez may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease e 4 ;5;5\8 a delay rental
amount, then for the purposes of this parazraph, the delay rental amount shall be one dollar (51.00) per acre. To berifoctiveicsach 'niumii: | L,82 royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises. o

after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be u;%mg(sm) 3
to the Co_m:ssxoner 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
apmdt.lcmg 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 i
foilowing the month in which production ceased, amd, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the '
lease for four mere successive periods of one (1) year by paying the same amount each year on or before the expiration of cach shut-in year.

» 15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delw.credinpaying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing TesETvoir, or in any ‘
caszmwhichdn.i.naaeisoccun-i.ng.:berighuomaxinuemminuinthalcasebyp:yingmeshm-inoﬂapsmydtyﬂuﬂmbutbelmshﬂmﬁne&m" ’
for the remainder of the year for which the royalty has been paid. The Lesses may maintain the lease for four more successive years by Lessee paying
roy:.lty.at the royalty ratz provided in the lease of the market value of producticn from the well causing mcdnimgeorwhbchismplewdhdnmmciu
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
Ceneral LandOﬁn:andone-hzjf(m)mmcnwn:rof:hcsoil,bq-hningonwbeﬁ:umclntdayofdumonmfollawing:he month in which the oil or gas is
pmduced&omthcwc!lcausingmcdnina‘f.ordmiscompluedinzbem:pmducingmirmdlomdwicbinmdmusmd(l.ﬂ%)feetoﬁhel::sedm
|f"’=°°mmmyﬂlymidinuy 12-moath period is in an amount less than the anmual shut-in oil or gas royalty, Lessee shall pay an amount equal 1o the -
differeace within thirty (30) days from the end of the 12-month period. Compeasatory royaity 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 Lesses of the obligation of reasonable development nor the obligation to drill offser
wells as provided in Texas Natural Resources Code 52.173; however, &t the determination of the Commissioner, and with the Commissioner's written approval, the

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

16. RETAINED ACREAGE. Notwithstanding any provision of this leasz to the contrary, after a well producing or capable uf-pmducing oil or zas has
beza completed on the leased premises, Lessee shall exercise the diligeacs 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 cvent this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as w0 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 preducing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or 2 well upon which Lesses is then engaged in
continucus drilling or reworking operations, or (2) the number of acres included in a producing pocled unit pursuant o Texas Natural Rescurces Code  52.151-
52.153, or (3) such greater or lesser aumber 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 Commissicn of Texas, or anmy successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicabie fieid rules are changed or the well or wells located thereon are reclassified so that less acreage is
therzafter allocated to said well or wells for production purposes, this lease shall thereupon terminatz as to all acreage not thereaster allocatzd to said well or wells for
preduction purposes. Notwithstanding the termination of this lease as to 1 portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
ingress to and egress fom the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof (“the remined lands™), for access to and from the
retained lands and for the gathering or transportaticn of oil, gas and cther minerals produced Som the remined lands.

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration dats 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 each well locat=d on acreage retained in Paragraph 16 (A)
abeve, uniess on or befors two (2) years after the primary or extended tzrm Lesses pays an amount squal to one-half (1/2) of the bonus originally paid as
consideration for this lease (as specificd on page | hercof). If such amount is paid, this lease shall be in force and ffect as to such decper depths, and said
termination shall be delayed for an additional period of two (2) years and so long thersafter as oil or gas is producsd in paying quantities Som such desper depghs
covered by this lease. R
ssed

(C) IDENTIFICATION AND FILING. The surfacs acreage remained hereunder as to each well shall, as nearly as practical, be in the form of 2 squame Wit
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Offics. Within thirty (30) days aftér paftfal
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/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 prstiddd,
by the General Land Offics rules in effect on the date the release is filed. If Lesses fails or refuses to execute and record such release or releases within ninéty (909
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by writen instrument the acreagy apder
depths o be released hercunder and record such insgument at Lesses's expense in the county or counties where the lease is located and in the official records of the

General Land Offics and such designation shall be binding upen Lesses for all purposes.
LA R L)

17. OFFSET WELLS. Neither the bonus, deiay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lesses of his obligation m'prm'
the oil and gas under the above-described land from being drained. Lesses, sublessee, recsiver or other agent in contol of the leased premises shall drill as @any
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 pnmké-._m He
addition. if oil and/or gas should be producsd in commersial quantities within 1,000 fest of the leased premises, or in any case where the leased premises is being
drained by production of oil or 3as, the Lesses, sublesses, recsiver or sther 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 afer 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 driiling with diligeacs. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the
soil’s agency rights to forfeiture. Only upen the determination of the Commissioner of the General Land Office and with his written approval may the paymeat of
compensatory royaity under applicable starstory parameters satisfy the obligation to drill an offset well or wells required under this paragragh.

18. FORCE MAJEURE. If, after a good faith =ffort, Lessee is prevented from 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 cased premises by reason of war, rebellion, riots, strikes, 2cis of God, 0’_
any valid order, rule or regulation of government authority, then while 5o preventzed, Lessee's obligation to camply with such covenant shall be suspended and Lasses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extznded while Lessee is prevented, by any such Guse,
from conducting drilling and reworking operations or fom producing oil or gas fom the leased premises. However, nothing in this paragraph shall suspcnld the a
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking cperations or production of o

or gas.



19. WARRANTY CLAUSE. The owner of the soil warrants and agrees o defend title to the leased premises. 1f the owner of the soil defaults in
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other 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 entirs undivided surface estate in the aboye
described land, 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 shal] be paid to him
in the proportion which his interest bears to the entirs undivided surface estate and the royalties and rental herein provided to be paid to the issioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lesses adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Lang
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 o such undivided interest. However, in no event shall the Commissicner of the General Land Office recsive as a royaity on the gross production
ailocable to the undivided interest not leased an amount less than the value of one-sixtesnth (1/16) of such gross producticn.

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land coversd by this lcase 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,
payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, 5o thar
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculsted based upon the number of acres outside the
boundaries of a pocled 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 ‘except water from wells or
tanks of the owner of the soil; provided, however, Lesses 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. Lesses shall pay the owner of the soil for damages caused by its operations to ail 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 LIDMIT. 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 degrez of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, narural waterways, rivers and impounded water shall be prevented by the use of conminment facilities sufficient to prevent
spillage, seepage or ground water contamination. In the svent of pollution, Lessee shall use all means at its disposal to recaprure ail escaped hydrocarbens or other
pollutant and shall be responsibic for all damage to pubiic and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lesses 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, keep said
premises free of all rubbish, cans, bortles, paper cups or garbags, and upon completion of operations shall restore the surfacs of the land to as near its original
condition and contours as is practicable. Tanks and equipment will be k=pt paintzd and presentable.

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lesses shall have the right 0 remove machinery and fixtures placed by
Lzsspe pp the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expirarion or the termination of this
leatg 8gigss the owner of the soil grants Lesses an extension of this 120-day peried. However, Lesses may not remceve casing from any well capable of producing oil
and 225 ip paying quantities. Additionally, Lzsses may not draw and remove casing until after thirty (30) days wrizen notics to the Commissioner of the Generl
Lan pmg and to the owner of the s0il. The owner of the scil shall become the owner of any machinery, fixtures, or casing which ars not timely removed by Lesses

undcr.:he terms of this paragraph.

«°°2%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
leas hay Be assigned, in whole or in part, and the provisions of this lease shail extend to and be binding upon their heirs, devisees, legal representatives, successors
and 1®ign§ However, a change or division in ownership of the land, rentals, or royalties will oot calarge the obiigations of Lesses, diminish the rights, privilegss
and #stPof Lesses, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lesses. And no change or
divisi®n in ownership of the land. rentals. or royalties shall bind Lasse= for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisess, legal
reppeseMtjves or assigns) fumishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of tite (or 3
certified Sopy of such original) whea the ownership changed because of a conveyance. A total or partial assignment of this [ease shall, to the extent of the intz'nst
assigned Jtlicve 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
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of ach, 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 filea
cerified 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 succzed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the criginal lessee or any

pricr assignes of the lease, including any liabilities to the Stats 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 o the owner of the soil if the assignes is:

(1) anomines of the owner of the soil; PR

(2) acorporation or subsidiary in which the owner of the soil is a principal stockholder or is an employez of such a cerporation or subsidiary:

(3) a parmership in which the owner of the soil is a parmer or is an employs= of such a parmership;

(4) a principal stockhelder or employee of the corporation which is the owner of the soil; A CERTIFIED COPY

(5) a partner or employes in a parmership which is the owner of the soil; IF IT BEARS THE SEAL OF THE COUNTY CLERK

L0 =y -G5€

LINDA MeDONALD, COUNTY,GLERK
CULBEASON COUNTY, TE

/}/Z T D‘MQ@W




(6) a fiduciary for the owner of the soil; including but not limited 1o a guardian, trustee, executor, adminismator, recsiver, 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, 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 pertions of the leased premises, and thereby surrender this lease as to such portion or portions, and be
relieved of all subsequent obligations as to acreage surreadered. If any part of this lease is properiy surmendered, the delay rental due under this lease shajl 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 wijl
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. [t‘aﬂormmoﬁh.is!mei:miwammwmwnlmmkwh
thcwuﬂt?whmdxelmdissimaud,andd:cmcordcdinstnmeu:.or:copyofmemdimmzwﬁﬁdwmc&quatofm:mqhwghm
instrumeant is recorded, must be filed in the General Land Office within 50 days of the last sxecution 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 option of the Commissioner of the General Land Office.

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

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 Stat=’s interests before his personal

interests.

32 FORFEITURE. If Lesses shall fail or refuse to make the paymeat of any sum within thirty days after it becomes due, or if Lesses or an authorized
agent should knowingly make any false return or false report conceming production or drilling, or if Lesses 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 Offics, or if Lesses should fail w file reports in the manner
required by law or fail to 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 aceess to the records pertaining to operations, or if Lesses or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lesses shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is sot filed in the General Land Offics as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the area shail 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 reasoa of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thersunder reinstated befors the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Offics 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 52136, the State shall have a Srst lien upon all oil and gas produced from the area covered
by this lease to secure payment of all unpaid royaity and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
Statz, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express congactual lien on and security
interest in all leased minerals in and exwact=d fom the leased premises, ail proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
procezds 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 1o secure the payment of ail royalties or other amounts due or 0 become due under this lease and o securs payment of any damages 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 procsedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lesses agress that the
Commissioner may require Lesses to executz and record such insouments as may be reasonably necessary to acknowledge, artach or perfect this lien. Lesscs herchy
represents that thers are no prior or superior liens arising fom and relating to Lesses's activities upon the above-described property or from Lessee’s acquisition of
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declars this lease forfeited as pmﬂg{ .
herzin. ¢

-

34. PCOLING. Lsssee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other |gasphold
or mineral intersst for the exploration, development and production of oil or gas or cither of them upon the same terms as shail be approved by the School leande e
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 Namral Reesurecs
Code 52.151-52.153. The owner of the scil agrees that the inclusion of this provision in this lease satisfies the execution requircments stated in Texas N .

Resources Code 52,152,

35. INDEMNITY. Lesses hersby releases and discharges the State of Texas aEd the owner of the soil, their officers, employess, parmers, agenlS eas®
contractors, subcontractors, guests, invite=s, and their respective sucsessors and assigns, of and from all and any actions and causes of action of every naturg, of 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 th§*** 3
activities of Lesses, its officers, employess, and agents arising out of, incidental to, or resuiting from, the operations of or for Lesses on the leased pn:mises_ )
hereunder, or that may arise out of or be occasioned by Lesses’s breach of any of the terms or provisions of this Agreement, or by any cther negligeat or strictly hablle
act or omission of Lesses. Further, Lesses hersby agress 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 sxpenses, or other harm for which recovery of damages is sought, under any theory including tort, contrace, or sarict liability, including atorneys’ fess and
other legal expenses, including those relazad 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 Lesses's activities on the leased premises; those arising f’_"'“
Lesses’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 dirsctors, officers, employess, parmers, agents, conoactors, subcontractors, guests, invitees, and their res;wﬂ;\‘e
successors and assigns. Each assignes of this Agresment, or an interzst thersin, agrees 1o be liable for, exonerate, indemnify, defend and hold harmless the State o

Texas and the owner of the soil, their officers, employess. and agents in the same manner provided above in connection with the activities of Lesses, its officers,

EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY osuc‘;\;r;o:g
REG

employees, and agents as described above.
ANY PARTY

AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF

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 coniamination of pollusion of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmenta) medinm -
in, on, or undez, the leased premises, by any waste, poilutant, or contaminant. Lessee shall not bring or permit to remain on the lcased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, harrdous materials, hazardous substances (as the term
Substance” is defined in the Comprehensive Eavironmental Response, Compensation and Liability Act (CERCLA), 42 US.C. Sections 9601, et s2q.), or toxic
subsances 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, PEN.U_]‘ES’
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS® FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF () o
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 UNDERTAKEY
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52,171 through 52.190, commeonly known is the
Rezlinquishment Act, and other applicable stanntes and amendments thereto, and if any provision in this lease does ot conform 1o these statutes, the statutes will
prevail over any nonconforming lease provisions. :

38. EXECUTION. This oil and gas lease must be signed and acknowiedged by the Lesses before it is filed of record in the councy records and in the
General Land Office of the State of Texas. Cncs the filing requirement found in Paragraph 39 of this lease have been satisfied, the effective date of this lease shail
be the date found on Page 1. ' -

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commercs Code, this lease must be filed of record in the 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 leasz is aot
effective undl a certified copy of this lease (which is made and centified by the County Clerk from his records) is filed in the General Land Offics in acsordancs 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 exzcution of this lease. The bonus due the Staze and the prescribed filing fes shall accompany such certified copy to the General Land Office. .

i S/
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LESSEE /

BY: Clay Jaohnsan

=)

STATE OF TEXAS

BY:

SrATEOF TS STATE OF TEXAS

BY:
Individually and as agent for the Stat= of Texas

Rlasat
In@ividullly and as agent for the State of Texas

Date:

Date:
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STATE OF (CORPORATION ACICNQWLEDGMBQn
COUNTY OF -
BEFORE ME, the undersigned authority, on this day personally appeared

hwwnmm:nobedupamwhouumismhaihedmd:efo&phghnmmtu of

;ndzh:uwiedg:dbmeﬂl.nh:mmdugm
for the purpeses and consideration therein expressed, in the capacity stated, and as the act and de=d of said corporation. .

—

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, oa this day personally appeared
kncwn to me 1o be the person whose name is subscribed o the foregoing instument, as of

and acknowledged to me that he execcuted the same
for the purposes and consideration theresin expressed, in the capacity stazed, and as the act and de=d of said corporation

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

Notary Pubiic in and for

STATE OF /\T)u %) i (INDIVIDUAL ACKNOWLEDGMENT)
—d
COUNTY OF POCLU\O.’)
Befors me, the undersigned authority, on this day personally appearsd Joe Montgomery BrooKs, dealing

in his sole and separate property
known to me to be the persons whose names are subscribed to the foregoing instument, and aciciowledged to me thar they exacuted the same for the purposes and

consideration therein expressed. e

Given under my hand and seal of office this the e s dayof __\ ,} (el ] L 19 0{? .:;-:.
neud” Y lalon® i

NANCY MALONE k A
Notary Public, State of Texas Ngzr,lp.m;c in ;?f)ror (T.}' C.Li’( < { 20 L OR—

My Commission Expires
(INDIYIDUAL ACKNOWLEDGMENT)

asee
L] .
L]

09-02-01

L """ Y

_—
sTATEOF_ 209
COUNTY OF M‘ 'ooo-.
seee

——
Befors me, the undersigned authority, on this day personally appeared déa/? J &Vn/% _ssee s

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

consideration therein expressed. 4 F
Given under my hand and seal of office this the 2 day of Cl. U;! 2 mlg 9 2

Netary Public in and for TW

ﬁ 72\ MONICA MARLOWE |
A NOTARY PUBLIC
%}’g' State of Texas
% Comm. Exp. 10-30-99

e ol b e e bl e ot




EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY
17, 1998, BY AND BETWEEN JOE MONTGOMERY BROODS, DEALING IN HIS SOLE AND
SEPARATE PROPERTY, AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING 160
NET MINERAL ACRES, MORE OR LESS, ALL IN 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. 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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By

THE STATE OF TEXAS

COUNTY OF CULBERSON 1 LLinds
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PAID UP
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this ] 7 day of. 19.9g ,mﬂ'mcsmeoﬁms.tﬁngbymdmu;hiu
agent,__Lee Wayne Moore, Trustee for Pearl %oore Carter

of, AN N Marienfsald
Midland, TYX 79701 said agent
(Give Permanent Address) 2
herein referred to as the owner of the soil (whether one or more), and Clay Johnson
203 W, Wall, Suite 800 of
Midlaad, TX 79707
(Give Permanent Address)

hereinafter called Lessee,

1. GRANTING CLAUSE. Formdinmidﬂzﬁoaofmemunumadbebwmdofﬂnmmmdwumbepﬁd.bptmdquomb

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 purpese of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone Iines and other structures
thereon, to produce, save, taks care of, treat and transport said products of the lease, the following lands situated in Cnlherson County, State
f T to-wit: A -
s adi Block 100, Public School Land Survey

Section 8: All

Section 9: All

Section 16: All

Section 17: All

containing__ 2, 560 acres, more or less. The bonus consideration paid for this leasz is as follows:

Tothe State of Texas:__Two Thousand One Hundred Sixtv and No/100-————-—-c——0———__
Dellars(S__ 2 ,160.00 )
To the owner of the soil:_ Two _Thousand One Hundred Sixtyv and No/l0Q-———————ee—-
. Dollars (S ;16000 )
. o L]
.o Totl bonus consideration:___Four Thousand Three Hundred Twenty and No/100-—-—=--
i Dollars (S__4,320.00 ) ;
LR ] L]
The<otal bonus consideration paid represents abonusof _ Fiftv-four and NO/10Q e e e e e
ot Dollars (S 54.00 ) peracs,0n _8() net acTes.
(1] L ~ =
e 02 TERM. Subject to the other provisions in this lease, this lease shall be foratemnof ___ Five (5) vears from this date

(Hesein aalled “primary term™) and as Jong thereafter as oil and gas, or either of them, is produced in paying quantities from said land.
As uged in this lease, the term "produced in paying quantities® means that the receipts from the sale or other authorized commercial use of the substancs(s) coversd

excgsd sut of pocket operational expenses for the six months last past.
*Seb.&Xhibit "A" attached for Pd-Up Delay Rental Provision as shown Paragraph #40.

iversary date Lesse= shall pay or tender to the owner of the soil or to his credit in

at
said land), the amount specified below? ition, Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL CE OF THE STATE (_DF
TEXAS, AT AUSTIN, TEXAS, a like sum oa re said dat=. Payments under this paragraph shall operate as a cover the privilege of deferring
the commencement of a well for one (1) year from sai . Payments under this paragraph shall be in the follows

To the owner of the soil:

Dollars (3 il )
To the State of Texas: S

Dollars (S il = )
Total Rental: e Bl

Dollars (S e )

In a like manner and upon like p T5 or tenders annually, the commencsment of a well may be further deferred for successivepgriods of one (1) year cach during
the primary term. All Ts or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any assighec of this lease, {nd may _b‘
delivered on or liquidate, fail or

until- thirry-(30) days aft
or-tenders.



) 4-‘ 3 PRODUCTION ROYALTIES. Upcn production of oil and/or gas, Lessee agrees to pay or cause to be paid onc-half (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty t the owner of

the sail:

(A) OIL. Royalty payablc on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and alsg as all
condensate, distillate, and other liquid hrydrocarbons recovered from oil or gas run through a separator or other equipment, as hercinafter 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  be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general arca where produced and whea run, or 2) the highest markst price thereof offered of paid in the
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the
leased premises is sold, used or processed in a plant, it will be run fres of cost to the royalty owners through an adequate oil and gas separator of conventional type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recoversd. The requirement that such 23s be run
through a separator or other equipment may be waived in writing by the royalty owners upon such tzrms 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 defineq
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 hrydrocarbons or other products) shail be 3/16 part of the gross production or the markst value thereof, at the option of the
owner of the soil ord:cComksioncrot:beGenﬂ'uLandOﬂica.:uchvaluctobebmdoaﬂ:chigh:stmrtetpﬁcepaidorom:rcdfo:gasofmpn:bleqmruy;n
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 uszd by the industry at the time of testing. 2

(e} 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 royaltics due berein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and oa fifty percent (50%), or that percent accruing to Lesses, whichever is the greater, of the
total plant production 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 which Lesses (or its pareat, 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 procsssing agreement negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing agreements or contracts in the industy), whichever is the greater. The respective royalties on residue gas
and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for 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),
:rhichcver is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not

een processed.

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactursd Som gas (excepting liquid hydrocarbons)
whether said gas be “casinghead,” *dry,* or any other gas, by fractionating, bumning or any other precsssing shall be -3/16 pyofthe
gross production of such products, or the markst value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such®gaket®
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 produced, or 2) o;t.t!le.

. @ L]

basis of the average gross sale price of 2ach preduct 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 royafties
paid under this lease in no svent shall be less than an amount cqual to the total annual delay rental hersin provided; otherwise, there shail be due and payahj® 3 &g,
before the last day of the month succeeding the anniversary date of this lease a sum equal o the total annual rental less the amount of royalties paid during®he **
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 b§ones |

dollar (51.00) per acre.
.

6. ROYALTY IN KIND. Neowithstanding any other provision in this lease, at any time or fom time to time, the owner of the soil or the Commissianer
of the General Land Officz may, at the option of cither, upon not less than sixty (60) days notics to the holder of the lease, require that the payment of MYW
accruing to such royalty owner under this lease be made in kind. The owner of the s0il's or the Commissioner of the General Land Office’s right to take itsyoyalty in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land OfSice's rights or Lessee's obligations, whether express ff Hgijrd.

under this |ease.

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
producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and other producs x
herzunder ready for sale or use. Lesses agrees to computs and pay royalties on the gross value recsived, including any reimbursements for severance taxes and
production related costs.

used to

8. PLANT FUEL AND RECYCLED GAS. No royalty shail be payable on any gas as may represent this lease's proportionate share of any fuel i A
e

process gas produced hercunder in any procsssing plant. Norwithstanding any other provision of this lease, and subject to the writtzn consent of the owner ol the
and the Commissioner of the General Land Office, Lesses may recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing
formation underiying the leased premises after the liquid hydrocarbons contained in the gas have besn removed; no royalties shall be payable on the recycled gas
until it is produczd and sold or used by L=ssee in a manner which eatitles the royalty owners to 3 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 Offics af Ausun,
Texas, in the following manner:

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on & u:ue
and must be recsived in the General Land Offics on or befors the Sth day of the second month succe=ding the month of production, and royalty on gas i d"‘_mfme
must be received in the General Land Office on or before the 15th day of the second month succesding the month of production, accompanied by the affidavit :jon o
owmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Offics and showing the gross amount and disposi it
all oil and gas producsd and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross production, dispo



and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines,
orpoolsandg:slimsormsmngg.mdmyothanpomormonbwhid:mcoeaaﬂhndomzmaquuhmwﬂymF“”P‘mnvdisvosiﬁunmd
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 shaj) pe
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the m“‘““fmtybein‘
paid on each lease. If Lessee pays his royalty on o before thirty (30) days after the royalty payment was due, then Lesses 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 $25.00 whichever is gregrer
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.
AdfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount szt 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 ail 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 Lavw
nor act W postpone the date on which royalties were originally due. The above penalty provisions skall 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 annnally furnish the Commissioner of the General Land Office with
its bestpos:ibleesﬁnm:ofoilandgnmmdeﬂyingmi:lmorallocahl:wmhlmeudshﬂﬁnishnidComlsionerwid:mpicofaﬂmmm
which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Offics unless
otherwise authorized by Lessee. All other contracts and records permaining to the production, transporttion, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of ail wells, tanks, pools, metzrs, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attomey General, the Governer, or the representative of any of them. i

(B) PERMITS, DRILLING RECORDS. Wrinen notice of all operations oa this lease shall be submitted to the Commissioner of the General
Land Offics by Lesses or operator five (5) days befors 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, ompletion 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 leasz or any specific well on the leased premises and that are submited to the Texas Railroad Commission or any other govemmental
agency shall include the word *State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word "State.* Lessee shall supply the 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. Lesses shall have an electrical and/or radicactivity survey made on the
bore-hole section, from the base of the surface casing to the total depth of well, of ail wells drilled cn the above described premises and shall wansmit a true copy of
the log of each survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
;!:;. 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. .
d Office.

11. DRY HOLE/CESSATICN OF PRODUCTION DURING PRIMARY TERM. If. during the primary term herzof and pricr 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 tzrm hereof and after the discovery and actual production of oil or
gas.ﬁ'onz the leased premises such production thersof should cease from any cause, this lease shail sot terminate if on or before the expiration of sixty (60) days from
dage or'complction of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annfal*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
cogfp1d®4 and abandoned, or the production of oil or gas should cease for any cause, Lessec's rights shall remain in full forcs and effect without further operations
unti? the ckpiration of the primary term: and if Lessee has not resumed production in paying quantiies a1 the expiration of the primary term, Lessee may maintin 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
progutfién 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
primery tetm hereof, Lessee may resume payment of the annual reatal in the same manner as provided hercin on or before the rental paying date following the
ex;:;inli.tmgafsbuy (60) days from the date of completion of such shut-in oil or gas well and upen the failure to make such paymeant, this lease shall ipso fac.tn
termaénate oIf at the expiration of the primary term or any time thersafter a shut-in oil or gas well is located on the leased premises, payments may be made in
accordance with the shut-in provisions hersof.

asee
® esee'12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced qp said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force 5o long as operations on said well or for
drilfip8 bP feworking of any additional well are prosecuted in good faith and in-workmanlike manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of il 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 cassation, and this lease shall remain in full force and effect for so long as such operations continue in good faith and in workoman!iks manper 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
efTect for so long as oil or gas is produced Som the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of compensatory
royaities 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
tzrminate if the Lesses commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lese
shall remain in effect 50 long as Lesses continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions toaling mors
than sixty (60) days. Lessee shall give written notics 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 tzzm 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 suitatle
production facilities or lack of a suitable market, then Lesses may pay as a shut-in oil or gas royalty an amount squal 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 quantides. U?mgmp'l’? of mﬁﬁ}f dods EW?MhY rental
armount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (51.00) per acre. To be Aﬂggﬁr‘g‘ Hoital JRESRE EF}H;’%UY;IE} _gF

LINDA McDONALD, COUNTY CLERK
CULBERSON COUNTY, TEXAS
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce gil or gas fom the leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2)
to the Commissioner of the General Land Office and one-haif (1/2) o the owner of the soil. If the shut-in oil of gas royalty is paid, the lease shall be considered tp 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 cach shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gasis sold ang
dclivmdinpnyinng;ﬁxisﬁomnw:ulouudwiminoumomd(l.ooo)fectofmlenedpmmisuudmplmdinmcmepmdmingmmoir.whny %
:ueinwhi:hdni.nagcisoc:urrin..hﬁg&mconﬁnuemmainnhmekmbypayin‘meshm-hoﬂummﬂqmﬂmwh!mﬁanmem'
for the remainder of the year for which the royalty has been paid. The Lesses may maintain the lease for four more sucsessive years by Lessee paying co
myﬂtyuﬂnmyakynt:pmvidedhmlmofdnmutnvﬂuotpmducﬁmﬁummcwﬂmin;medninmorwhichisaompletcdinlbesamgmdn‘
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 2nd located within ooe thousand (1.000) fect of the leased premises
If the compensatory royalty paid in amy 12-month period is in an amoust 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 pericd. Compensatory royaity payments which are not timely paid will acsrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lesses of the obligation of reasonable development nor the obligation to drill offser .
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissicner’s written approval, the

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

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has
been completed on the leased premises, Lesses shall exercise the diligencs of a reasonably prudent operator in drilling such additional weil 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 cvent this lease is in force and effect two (2) years after the exriration 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 zas well
capable of producing in paying quantities (including a shut-in oil or gas well 23 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 amy successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminazz as to all acreages not thersaster allocar=d to said well or wells for
production purposes. Norwithstanding the termination of this lease as to a portion of the lands covered hereby, Lesses 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 Paragrach | hereof, togzther with easements and rights-of-way for existing
roads, existing pipelines and other existing facilities cn, over and across all the lands described in Paragraph | hersof ("the retained lands™), for access to and from the
retained lands and for the gathering or wansportation of oil, gas and other minerals producsd fom the retained lands.

N -
(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration dats of the primary or extended term it shall furthjer®
terminate as to all depths below 100 fest below the total depth drilled (hereinaf=r "desper depths”™) in cach well located on acreage retained in Paragraph 16 (r}).. o

above, uniess on or befors 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
consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shail 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 ol or gas is produced in paying quantities Som such desper depths’
covered by this lease. -l
L] LE ]
(C) IDENTIFICATION AND FILING. The surfacs acreage retained hercunder as to each well shall, as nearly as practical, be in the form of a squfarg il
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 afte? partial
termination of this lease as provided herein, Lesses shall exzcuts and record a release or releases containing a satisfactory legal description of the acrzage and/or e
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 fes pmfllilr.d.
by the General Land Offics rules in effect on the date the release is filed. If Lesses fails or refuses 0 execute and record such release or releases within ninetn(@0h
days after being requested to do so by the General Land Offics, then the Commissioner at his sole discretion may designate by written insgument the acreags and/or
depths to be released hersunder and record such inswument at Lesses's expense in the county or countics where the lease is located and in the official record{ 3184 *

General Land Offics and such designaticn shall be binding upen Lesses for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, ner royalties paid, or to be paid, under this lease shall relieve Lesses of his obligaticn to protest
the oil and gas under the above-described land from being drained. Lesses, sublesses, recziver or other agent in congol 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 producsd in commercial quantities within 1,000 fest of the leased premises, or in any case where the leased premises is being
drained by preduction of oil or gas, the Lesses, sublesses, recziver or other agent in conmrol 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 prosecate such drilling with diligencs. Failurs to satisfy the starutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upen 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, Lesses is preveatzd 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 [eased premises by reason of war, rebellion, riots, strikes, ¢S of Ged, vl
any valid order, rule or regulation of government autherity, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failurs to comply with such covenants; additicnally, 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 suqud the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absenice of such drilling or reworking operations or producticn of ail

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 leased premises, thea Lessee may redeem the rights of the owner of the 5oil 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, 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 rental herein provided to be paid 1o 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
Geaeral Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or reatal due to the Commissioner of
the General Land Office, Lesses or his authorized representative must submit to the Commissioner of the General Land Office 2 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 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 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-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 S2.151-52.154, or
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein,
payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surreadered, or otherwise severed, so thar
payments determined on a per acre basis under the terms of this lease during the primary term shail 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 producsd on said land necessary for operations under this [ease-except water from wells or
tanks of the owner of the soil; provided, bowever, Lesses shall not use potable water or water suitable for livestock or imigation purposes for waterflood operations

without the prior consent of the owner of the soil.

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

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

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

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the
foregoing, pollution of coastal wetlands, narural waterways, 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, Lessee shall use all means at its disposal to recapture ail escaped hydrocarbons or other
pollutant and shall be responsibic for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lesses shall fiil and level ail
slufh EI.I‘S and czllars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased pm'n.ises. k:zp said
pemises free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
corftitldn and contours as is practicable. Tanks and equipment will be kept painted and presentable.

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

undar e terms of this paragraph.

L]

esee 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
lea®s, pan Be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upen their heirs, devisees, legal representatives, S'.DC_G&O"’
and assigng However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lesses, diminish the rights, privileges
andegeA D[ Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lesses. And no c.hzn_ge or
division in ownership of the land, rentals, or royalties shall bind Lesse= for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisess, legal
representatives or assigns) fumishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title {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 interest
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
option to pay rentals shall be apportioned as between the several owners ratably, sccording to the area of sach, 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 dnes not filea
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 assignes shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or amy

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 Offics, 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 o the owner of the soil if the assignes is:

(1) a nomines 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 employee of such a corporation or subsidiary:

(3) a partnership in which the owner of the soil is a parmer or is an employe= of such a parmership;
(4) a principal stockhelder or employee of the corporation which is the owner of the soil; L
i i ich is the owner of the soil; FIED COPY
(5) a parmer or employee in a parmership which is IF IT BEARS THE SEAL OF THE COUNTY CLERK
ATTEST: [ Z¢ -5
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(6) a fiduciary for the owner of the soil; including but not limited 1o a guardian, trustee, executor, adminiszator, receiver, of 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 pmhmd?mmh”,l.ssaemamrdmmmmdddhermtheownaofmm :

and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this Jease as to such portion or portions, and pe
relieved of all subsequeat obligations as to acreage surreadered. If any part of this lease is propesty surrendered, the delay rental due under this lease shall be redyceq.
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 wij)
ot 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 of released, such assignment of release must be recordeq in
the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the county in which the
instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the prescribed filing fee. If any such
assignmeat is not so filed, the rights acquired under this lease shall be subject to forfeinure at the option of the Commissioner of the General Land Office.

30. DISCLOSURE CLAUSE. All provisions pertaining to the leass of the above-described land have besn included in this instrument, including the
smmentoflheuueconsid:ndonmbepaidmrm:mﬁanofmhlmaﬂmﬁ;mmdduﬂesonhepaﬂics. Any collateral agrecments conceming the
development of oil and gas from the leased premises which are not contained in this leasz render this lease mvalid

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 Lesses shall fail or refuse to make the paymeat of anmy sum within thirty days after it becomes due, or if Lesses or an authorized
ageat should knowingly make any false return or false report conceming production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Offics, or if Lesses should fail 1o file reports in the manner
required by law or fail to 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 authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lesses shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is aot filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herzin shall be construed as
waiving the automatic termination of this lease by operaticn of law or by "eason of any special limitation arising hercunder. Forfeitures may be set aside and this
leasz and all rights thereunder reinstated before the rights of ancther intervene upon satisfactory svidence to the Commissioner of the General Land Offics of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hercto.

33. LIEN. In accordance with Texas Narural Resources Code 52136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lease to secure paymeat of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lexse, Lessee grants the
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express conmactual liea on and secyrty o
interest in all leased minerals in and exwractzd from the leased premises, all procesds which may accrue to Lessee from the sale of such leased minerals, whether seciy
procezds 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 secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of army damages ore
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 in may Be
foreclosed with or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commercs Code. Lesses agrees that the®
Commissioner may require Lessee to executs and record such instuments as may be reasonably necsssary to acknowledge, artach or perfect this lien. Lesseg 22y,
represents that thers are no prior or superior lieas arising from and relating to Lesses's activities upon the above-described property or from Lesses's acquisitfon of ®
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declars this lease forfeited as profidgd® |
hcreu\. L] -

.
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 Iessehli.
or mineral inter=st for the exploration, development and production of oil or gas or cither of them upon the same terms as shail be approved by the School Lande e «
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 Rasourcss
Code 52.151-52.153. The owner of the soil agress that the inclusion of this provision in this lease satisfies the cxecution requircments stated in Texas Nandd1®*3®

Resources Code 52.152.

35. INDEMNITY. Lessee hersby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, ageats,
contractors, subcontractors, guests, invitess, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, Of 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, employees, and agents arising out of, incidental o, or resulting from, the operations of or for Lesses on the leased premises
hereunder, or that may arise out of or be occasioned by Lesses’s breach of any of the ierms or provisions of this Agresment, or by any other negligzat or strictly liadle
act or omission of Lesses. Further, Lesses 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 attomneys’ fe<s and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lesses’s failurs to comply wi(h_ii_ﬂY and all
environmental laws; those arising fom 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 cccasioned by Lesses’s breach of any of the terms or provisions oflhls )
Agreement or any other act or omission of Lessee, its directors, officers, employess, parmers, agents, conuactors, subcontracters, guests, invitees, and their rtSP“’-;"‘
succsssors and assigns. Each assignes of this Agresment, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmlefs the State 0
Texas and the owner of the soil, their officers, employees, and agznts in the same manner provided above in connection with the activities of Lesses, its nfﬁc::'s.
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 oy
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PAR
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 W"minﬂ:lon or pollution of -
any eavironmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface surata, ambient air or any other eavironmental medium -
in, on, or under, the leased premises, by any waste, pollutant, of contaminant. Lessee shall not bring or permit to remain oa 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 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 commaonly 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, PENAL
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 GOVERNMENTAL
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52,171 through 52.190, commonly known as the
Relinquishment Acz, and other applicable stanites and amendments thereto, and if any provision in this lease does not conform to these statutes, the starutes will
prevail over any nonconforming lease provisions. .

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

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

W

BY: Clay JIohnson

A DATE_: 074/"%

- L LR
L] L
. L]
STATHA Tﬂvﬂ(\ﬂ STATE OF TEXAS
BY/ 0 S 7/ BY:

Jﬂ:iﬁt.;‘ly,ﬁnd 2% agent fOr the Staté of Texas Fam Individually and as agenpior the State
LéessWayne Mo }g\j‘rustee for Pearl Moore Carter  SS
2 -

Date: b ST Date:
R LR Wl "’ /
. .
STATE OF TEXAS STATE OF TEXAS
BY: BY:

Individually and as ag=nt for the State of Texas Individually and as agent for the State of Texas

Date:

Date:

A CERTIFIED COPY
IF IT BEARS THE SEAL OF THE COUNTY CLERK

ATTEST: A=l - 5!&'

LINDA M CLERK

}ur;ng TEXAS
7

BY ,{2}«22'44/_‘4/7(/ A EPUTY




STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF

BEFORE ME, the undersigned autherity, on this day personally appeared d -
o "

hwwnmmcmbelhepasonwbcsenmhmbm‘bedmhfm:egoin;mgu
;dtknowledgedmmcﬂuzhcmumduum o

for the purposes and consideration therein expressed, in the capacity stated, and as the act and de=d of said corporation. _

Given under my hand and seal of office this the day of 19 5
Notary Public in and for
STATE OF N _ (CORPORATION ACKNOWLEDGMENT) .
COUNTY OF

BEFORE ME, the undersigned authority, on this day personally sppearcd
of >

known to me 10 be the person whose name is subscribed o the foregoing instrument, as
and acknowledged to me that he executed the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and de=d of said corporation.

Given under my hand and seal of office this the day of ;19 5
Notary Public in and for
STATEOF 7?;*( as : (INDIVIDUAL ACKNOWLEDGMENT)
cowtvor_/ V)iA lan f// T,
*e @
Before me, the undersigned authority, on this day personally appearsd Lee Wayne Moore, Trustee for IR
. L X ]

Pear]l Moore Carter
known to me (o be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they exscuted the same for the purposes and
L LR

consideration thercin expressed. e s o
_ i al of office this the 57_’]/1 day of_[) DUJQ/_L* e 18 7 :::
PATRICIA L. BANE Vot caG b Bpia —

q’ %
£ NOTARY PUBLIC

e,

State of Texas ' Notary Public in and for R
y
L ]
. eosene
STATEOF e (INDIYIDUAL ACKNOWLEDGMENT) * *

COUNTY OF M(-M

Befors me, the undersigned authority, on this day personally appearsd

known to me to be the persons whose names are subscribed (o the foregoing insgrument, and acknowledged to me that they executed the same for the purposes d
consideration therzin expressed. 4

Given under my hand and seal of office this the 2 4 day of , 19
g ~ U
AAAAAAA e cai zm P lrusc— /77alpps
G570\ MONICA MARLOWE i Yy
i ‘S;/—‘%f NOTARY PUBLIC Notary Putlic in and for /
“‘5‘\\%/&:} State of Texas
5 Comm. Exp. 10-30-99
TN

RN N,

OB A Fa




EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JULY
17, 1998, BY AND BETWEEN LEE WAYNE MOORE, TRUSTEE FOR PEARL MOORE CARTER
AS LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING 80 NET MINERAL ACRES,
MORE OR LESS, ALL IN 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
carrv on the continuous drilling program until all proration units have been drilled, allowing not more
than 180 days to elapse between the completion of one well and the commencement of the next
succeeding well. Should Lessee fail to commence the continuous drilling program or subsequently default
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby,
save and except for the proration units surrounding each well then producing, capable of producing or
upon which operations are being conducted. The term "proration unit" as used in this paragraph means
any acreage designated as a drilling unit or production unit in accordance with the rules of the Railroad
Commission of the State of Texas. Further, the term "commencement” shall mean that point in time when
the pertinent well is spudded and the term "completion" shall mean the date upon which the initial
potential test report is filed with the Railroad Commission of the State of Texas, if a productive well, or
the date of filing the plugging report with the commission, if a dry hole. Notwithstanding the termination
of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the
right of ingress to and egress from said land still subject to this lease for purposes described in paragraph
1 hereof, together with easements and rights of way for roads. pipelines and other facilities on, over and
across all of the lands still subject to this lease and for the gathering or transportation of oil and gas
produced from the retained lands. The sole liability or penalty for the failure of Lessee to drill any well or
wells required or permitted in this lease shall be the termination or partial termination of Lessee's rights
under the lease as provided above.

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

A CERTIFIED COPY
IF IT BEARS THE SEALOF THE COUNTY CLE!
ATTEST: ~ZE - F

LINDA McDONAI.D COUNTY CLERX
CULBE RSON,,COUNTY TEZ
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10-24 - 1998

THESTATEOFTEXAB |
COUNTY OF CULBERSON X L Linda Uriss, Clerk of the County Court In and

for sald County and Stats, do that the foregoing i & troe and
mmww“ : S -Z¢-
e Y 4 Z@L
filed fog record in my office this :
0F o Ko A’Zl. Cleri FileNo. Z e

m |. the ol " Records of Culberson County,
., 'TO CERTIFY WHICH, my hand and official seal a3 Van Horn. this
imu yorey . , mﬁp

! LINDA URIAS, COUNTY CLERK
B! . Deputy, CULBERSON COUNTY, TEXAS



RAL REVIEW SHEET

Transaction # 2866 Geologist: L. Collier
Lessor Moore, Wayne Leasa Date: 7117/98 U
Lessee: Clay Johnson Acres: 640
LEASE DESCRIPTION
County BasaFllaNo Part Sec. Block Twp Survey Abst#
CULBERSON _ 134162 ALL —¢ %0 Ae 8 100 00  PUBLIC SCHOOL LAND 5750
CULBERSON — 134163 ALL -¢ 9 100 00  PUBLIC SCHOOL LAND 5751
CULBERSON — 134169 ALL - Lo e 16 100 00  PUBLIC SCHOOL LAND 5757
CULBERSON _ 134170 ALL -L¥0 Ae 17 100 00  PUBLIC SCHOOL LAND 5758
TERMS OFFERED TERMS RECOMMENDED
Primary Ternt 5 years Primary Term 5 years
Bonus/Acre: $50.00 | Bonus/Acre $50.00
Rental/Acre: $1.00 | Rental/Acre $1.00
Royalty: 316 Royalty 3/16
COMPARISONS
MF # Lesses Date Term Bonus/Ac.  Rental/Ac.  Royalty  Distance

Last Leass

Comments: |Gross acres 2,560. SEE OTHERS: Lee Wayne Moore, Trustee for Peal Moore Carter with 80 acres,

Montebev, Inc. with 640 acres, Monmtgomery-Walker 1974 Trust with Charlotte Walker Furman, Trustee

with 640 acres, Joe Montgomry Brooks with 160 acres,

sowravee O3 127,98

Tuesday, October 20, 1998



RAL REVIEW SHEET

Transaction & 2866 mt_ L. Collier

Lessor- Moore, Wayne Laasa Date: 7/17/98 Uk

Lesses: Clay Johnson Acres: 640

LEASE DESCRIPTION

County BasaFileNo Part Sec. Block Twp Survey Abst#
CULBERSON 134162 ALL 8 100 00 PUBLIC SCHOOL LAND 5750
CULBERSON 134163  ALL 9 100 00 PUBLIC SCHOOL LAND 5751
CULBERSON 134169  ALL 16 100 00 PUBLIC SCHOOL LAND 5757
CULBERSON 134170  ALL 17 100 00  PUBLIC SCHOOL LAND 5758
TERMS OFFERED TERMS RECOMMENDED

Primary Ternt 5 years Primary Term | )

Bonus/Acre: $54.00 | Bonus/Acre ~ $0.00

Rental/Acre: [ $1.00] Rental/Acra ' ~ $0.00 |

Royalty: 316 Royaty ]

COMPARISONS

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

| || | | | ' lastleass

Comments: Gross acres 2,560. SEE OTHERS: Lee Wayne Moore, Trustee for Peal Moore Carter with 80 acres,
Montebeyv, Inc. with 640 acres, Monmtgomery-WaIker1974 Trust with Charlotte Walker Furman, Trustee .4
with 640 acres, Joe Montgomry Brooks with 160 acres, -f\‘( AL oL [ agbéen — ﬁ{ P i 2 B AT <-d

\)/Zﬁ(&f.,; 7’ M’t‘/_, L/}// z_(( /(fZ(L LL(zZ{ /[(4 é(.ﬂ‘.«_/
M‘M‘L 2 ’Z’?A (\k{ﬁ /é‘é éé Bétls /{[[ /ﬂﬁuj % 6udﬂ 12 £ _,‘(’)
Lt /ré oo Gereso

Approved:

Wednesday, October 14, 1998
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TEXAS GENERAL LAND OFFICE

-

GARRY MAURO faid-up

COMMISSIONER MEMORANDUM
DATE:  20-Oct-98

L0 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 #: 134162
Section: 8 Block: 100 Abstract: 5750
Survey: PUBLIC SCHOOL LAND
Prim. Term: 5 years Bonus/Acre $50.00
Royalty: 3/16 Rental/Acre $1.00

Consideration

Recommended: €GB 1052992
Not Recommended:

Comments:

Lease Form

Recommended: Z%ff /4 sz/ 74

Not Recommended:

Comments:

Spencer Reid, Senior Deputy Date: “_i IZ/! qg

Recommended: jze

Not Recommended:

Garry Mauro, Commissioner Date:

(
Approved: (ﬂ .

Not Approved:
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HITAN HESQUHUES, L.F.«

ACQU'S"T'%WN?I%%?{ER OF THE GENERAL LAND OFFICE 10/21/98 002680
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 2
the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Dorothy F. Richardson, a widow of C.E. Richardson, dec'd.,
Lessor, in favor of Clay Johnson, Lessee, covering
All of Sections 8, 9, 16 & 17, Block 100,
PSL Survey, Culberson County, Texas.

99011695
10

* o0
* @ )
* o
“hi i /
(iteckemg Lease Bonus N,879.82
L ]
LA X
. e @
TITAN RESOURCES, L.P.
ACQUISITRR GRFISMAER OF THE GENERAL LAND OFFICE 10/21/98 002680

*PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 2.879.82
RITI the State of Texas for Paid-Up Oil & Gas Lease
SENe dated 07/17/98 from the State of Texas by Agent
-:...s Dorothy F. Richardson, a widow of C.E. Richardson, dec'd.,
Lessor, in favor of Clay Johnson, Lessee, covering
All of Sections 8, 9, 16 & 17, Block 100,
PSL Survey, Culberson County, Texas.

99011696

Checking Lease Bonus : 2.879.82



AN NCowvunueg, L. ¥

ACQUISITIN AINGSEIORER OF THE GENERAL LAND OFFICE 102108

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
David L. Laird, dealing in his sole & separate property,
Lessor, in favor of Clay Johnson, Lessee, covering
All of Sections 8,9, 16 & 17, Block 100,
PSL Survey, Culberson County, Texas.

99011697

L]
-. ..:.
®ee,
U.. :
€hecking Lease Bonus

.
T\JAN MESOURCES, L.P.

ACQUISITION CHFRSRER OF THE GENERAL LAND OFFICE 10/21/98
. "'0. PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due

Sets the State of Texas for Paid-Up Oil & Gas Lease
'.'0..‘: dated 07/17/98 from the State of Texas by Agent

David L. Laird, dealing in his sole & separate property,
Lessor, in favor of Clay Johnson, Lessee, covering

All of Sections 8, 9, 16 & 17, Block 100,

PSL Survey, Culberson County, Texas.

o>

9011697

Checking Lease Bonus

DPggs1

x 2,879.82

002681

2,879.82

2,879.82



THITAN HESWUHCUES, L.F. ¥

CQUISITI
AR 88%&&%@[311 OF THE GENERAL LAND OFFICE 10/21/98
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due

the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Jograce Laird Flood, dealing in her sole & separate
property, Lessor, in favor of Clay Johnson, Lessee,
covering All of Sections 8, 9, 16 & 17, Block 100,

PSL Survey, Culberson County, Texas. 9 9 O 1 .1 6 9 8
10

. o0
. ae
LN )
L I
. L]
L]
LA LR ]
L
L] L]
Checking Lease Bonus
. . &

TITANRESOURCES, L.P.
ACQUISION CHFRSRAER OF THE GENERAL LAND OFFICE 10/21/98
*SBARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Jograce Laird Flood, dealing in her sole & separate
property, Lessor, in favor of Clay Johnson, Lessee,
covering All of Sections 8, 9, 16 & 17, Block 100,
PSL Survey, Culberson County, Texas.

99011698

Checking Lease Bonus

XZ.879.82
002682

2,879.82

2,879.82



TITAN RESQURCES, L.P. v

ACQUISITIRYINASKIBRER OF THE GENERAL LAND OFFICE 10/21/98

PARAGON #299:Lease Bonus

LELE]
L
. .
Checkng Lease Bonus
*s “ee

TITANRESOURCES, L.P.

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

dated 07/17/98 from the State of Texas by Agent
Charlotte Walker Furman, dealing in her sole & separate

property, Lessor, in favor of Clay Johnson, %Q 1 1 6 9 9

covering All of Sections 8, 9, 16 & 17, Block 100,
PSL Survey, Culberson County, Texas.

|'T0

ACQUISAION CHECKINRER OF THE GENERAL LAND OFFICE 10/21/98

*SBARMGON #299:1ease Bonus

Checking Lease Bonus

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

dated 07/17/98 from the State of Texas by Agent
Charlotte Walker Furman, dealing in her sole & separate
property, Lessor, in favor of Clay Johnson, Lessee,
covering All of Sections 8, 9, 16 & 17, Block 100,

PSL Survey, Culberson County, Texas.

99011699

VLS

Az. 160.00

002683

2,160.00

2,160.00



THHITAN NMEOWUNVED, L., 7

ACQUISITIRBEINRESINRER OF THE GENERAL LAND OFFICE 10/21/98

PARAGON #299:Lease Bonus

. a0
+LREGng Lease Bonus
.o L

TITAYSESOURCES, L.P.

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

dated 07/17/98 from the State of Texas by Agent

Joe Montgomery Brooks, dealing in his sole & separate
property, Lessor, in favor of Clay Johnson, Lessee,
covering All of Sections 8, 9, 16 & 17, Block 100,

PSL Survey, Culberson County, Texas.
99011700

|0

ACQUISITIORINFSSIYRER OF THE GENERAL LAND OFFICE 10/21/98

* PARAGON #299:Lease Bonus
L]

LA R L]
L]

Checking Lease Bonus

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

dated 07/17/98 from the State of Texas by Agent

Joe Montgomery Brooks, dealing in his sole & separate
property, Lessor, in favor of Clay Johnson, Lessee,
covering All of Sections 8, 9, 16 & 17, Block 100,

PSL Survey, Culberson County, Texas.

93011709

?%320.00
002684

4,320.00

4,320.00



THTAN HESWURUED, L.F. *

AcQUlSITlggﬁHﬁgﬁgﬁER OF THE GENERAL LAND OFFICE 10/21/98 Og § 8 5
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 17,280.0
the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Montgomery-Walker 1974 Trust, Charlotte Walker
Furman, Trustee, Lessor, in favor of Clay Johnson, Lessee,
covering All of Sections 8, 9, 16 & 17, Block 100,
PSL Survey, Culberson County, Texas.

89011701
1

* Cluccking Lease Bonus )47,280,00
L ]
2 e se '
TITANRESOURCES, L.P.
ACESITIARESSIRMRER OF THE GENERAL LAND OFFICE 10/21/98 002685
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 17,280.00
the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Montgomery-Walker 1974 Trust, Charlotte Walker
Furman, Trustee, Lessor, in favor of Clay Johnson, Lessee,

covering All of Sections 8, 9, 16 & 17, Block 100,
99011701

PSL Survey, Culberson County, Texas.

Checking Lease Bonus : 17.280.00



HITAN NCOWUNUEO, L.F, ¥

ACQUISITION C
@ %%l\lﬁ\ﬁglg%%ER OF THE GENERAL LAND OFFICE 10/21/98
PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due

the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Montebev, Inc. Lessor, in favor of Clay Johnson.,
Lessee, covering All of Sections 8, 9, 16 & 17, Block

100, PSL Survey, Culberson County, Texas. 9 q O _1 1
< 702

|70

. oo
L
. o0

LR ] L]

Chgcking Lease Bonus
LEL Y]

- . »
ae .

TITANRESQURCES, L.P.

ACQUISTHRM SITRSISNER OF THE GENERAL LAND OFFICE 10/21/98
+ B ARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
“anie the State of Texas for Paid-Up Oil & Gas Lease
— dated 07/17/98 from the State of Texas by Agent
L] L]

Montebeyv, Inc. Lessor, in favor of Clay Johnson,
Lessee, covering All of Sections 8, 9, 16 & 17, Block

X 17,280.00

002686

17.280.00

100, PSL Survey, Culberson County, Texas. 9 q O 1 1 7 O 2

Checking Lease Bonus

17,.280.00



HITAN RCOWUNRLWLED, L.F. ™

ACQUISlTI%N CHECKING
'OMMISSIONER OF THE GENERAL LAND OFFICE 10/21/98

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due
the State of Texas for Paid-Up Oil & Gas Lease
dated 07/17/98 from the State of Texas by Agent
Pearl Moore Carter, by Lee Wayne Moore, Trustee,
Lessor, in favor of Clay Johnson, Lessee, covering
All of Sections 8, 9, 16 & 17, Block 100, PSL Survey,

Culberson County, Texas.
93011703
|70

. e
LE LR
L] LI
.e L
L]
seee
L] L
.o L]
Gimcking Lease Bonus
L] .

TITANBESOURCES, L.P.

Acoum'ﬁ%mmm OF THE GENERAL LAND OFFICE 10/21/98
LA A
*PARMGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due

the State of Texas for Paid-Up Oil & Gas Lease

dated 07/17/98 from the State of Texas by Agent
Pearl Moore Carter, by Lee Wayne Moore, Trustee,
Lessor, in favor of Clay Johnson, Lessee, covering
All of Sections 8, 9, 16 & 17, Block 100, PSL Survey,
Culberson County, Texas.

Checking Lease Bonus

990117@3

Kz. 160.00
002667

2,160.00

2,160.00



HIAN NCOVUNUED, L.F. V¥

ACQUISITIRN CRSKINRER OF THE GENERAL LAND OFFICE

PARAGON #299:Lease Bonus

* se
* e 4

Shgikine

Lease Bonus

TITANSRRSOURCES, L.P.

ACQUSITION CRFRKMRIER OF THE GENERAL LAND OFFICE

o P&IAGON #299:Lease Bonus

Checking Lease Bonus

10/21/98
Payment in full of 1/2 Lease Bonus Consideration due

the State of Texas for Paid-Up Oil & Gas Lease

dated 07/17/98 from the State of Texas by Agent

Wayne Moore, a widower, Lessor, in favor of

Clay Johnson, Lessee, covering All of Sections

8,9, 16 & 17, Block 100, PSL Survey,

Culberson County, Texas.

|70

10/21/98
Payment in full of 1/2 Lease Bonus Consideration due

the State of Texas for Paid-Up Oil & Gas Lease

dated 07/17/98 from the State of Texas by Agent

Wayne Moore, a widower, Lessor, in favor of

Clay Johnson, Lessee, covering All of Sections

8,9, 16 & 17, Block 100, PSL Survey,

Culberson County, Texas.

33011704

92558

X] 7,280.00

002668

17,280.00

17.280.00
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L Texas General Land Office SiapaniE. Sustin Bk
A= 1700 North Congress Avenue
Garry Mauro, Commissioner Austin, Texas 78701-1495
(512) 463-5001

December 18, 1998

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

Re: RELINQUISHMENT ACT LEASE NO. M-100186
All of Sec. 8, 9, 16, & 17, Blk. 100, 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-100186. Please refer to

this number in all future correspondence conceming the lease.

Your remittance of $17,405.00, 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,

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

DR:MT:mrg

Printed on recycled paper with Soybean ink
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C — PURE

"RESOURCES, L.P

March 5, 2002 VIA FEDERAL EXPRESS

Mr. Drew Reid

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

Re: Partial Assignment of Oil and Gas Leases (State) executed January 24, 2002, by and between Mobil
Producing Texas and New Mexico, Inc., Assignor and Pure Resources, L.P.. Assignee, covering State

Mineral Classified lands in Culberson County, Texas.
Paragon Prospect No. 299

Dear Mr. Reid:
With reference to the captioned, enclosed please find the following for your files and further handling:

1. Certified Copy of Partial Assignment of Oil and Gas Leases (State) executed on January 24, 2002,
by and between Mobil Producing Texas and New Mexico, Inc., Assignor, and Pure Resources, L.P.,
Assignee, covering State Mineral Classified lands in Culberson County, Texas, which has been duly
filed and recorded in Volume 81, Pages 173-180 of the Oil-Gas Records of Culberson County, Texas.

2 Pure Resources, L.P. Check No. 007926 made payable to the order of Commissioner of the
General Land Office of the State of Texas in the amount of $2,075.00, representing the required
filing fee for handling this matter (83 leases x $25.00 per lease).

Also enclosed for your information is a copy of the Exhibit “A” with the Mineral Classified Lease Numbers
included. Please acknowledge receipt of this letter and enclosures by signing, dating and returning one (1)
copy of this letter in the enclosed self-addressed and stamped envelope. If additional information is required,
please do not hesitate to contact the undersigned. Thank you for your continued cooperation and courtesy in
this matter.

Very truly yours,

P 7 i
W Wy
Laura Thompson
Land Administration

LT/sr
Enclosures

RECEIVED THIS DAY OF , 2002.
TEXAS GENERAL LAND OFFICE

BY

Drew Reid

L L] - .
Ll L . &
-

- LR - L

L[]
500 West llinois  Midland, Texas 79701  office” 975 44%.8600" web: wwm‘.psreresources.com



C — PURE

"RESOURCES, L.P

March 5, 2002 VIA FEDERAL EXPRESS

Mr. Drew Reid

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

Re: Partial Assignment of Oil and Gas Leases (State) executed January 24, 2002, by and between Mobil
Producing Texas and New Mexico, Inc., Assignor and Pure Resources, L.P., Assignee, covering State
Mineral Classified lands in Culberson County. Texas.

Paragon Prospect No. 299

Dear Mr. Reid:
With reference to the captioned, enclosed please find the following for your files and further handling;

1. Certified Copy of Partial Assignment of Oil and Gas Leases (State) executed on January 24, 2002,
by and between Mobil Producing Texas and New Mexico, Inc., Assignor, and Pure Resources, L.P.,
Assignee, covering State Mineral Classified lands in Culberson County, Texas. which has been duly
filed and recorded in Volume 81, Pages 173-180 of the Oil-Gas Records of Culberson County, Texas.

]

Pure Resources, L.P. Check No. 007926 made payable to the order of Commissioner of the
General Land Office of the State of Texas in the amount of $2,075.00, representing the required
filing fee for handling this matter (83 leases x $25.00 per lease).

Also enclosed for your information is a copy of the Exhibit “A” with the Mineral Classified Lease Numbers
included. Please acknowledge receipt of this letter and enclosures by signing, dating and returning one (1)
copy of this letter in the enclosed self-addressed and stamped envelope. If additional information is required,
please do not hesitate to contact the undersigned. Thank you for your continued cooperation and courtesy in
this matter.

Very truly yours,

Laura Thompson
Land Administration

LT/sr
Enclosures
RECEIVED THIS DAY OF ,2002.
TEXAS GENERAL LAND OFFICE
BY
Drew Reid
.‘: .. !.. C..

500 West lllinois . Midlond, Texas.79701._office: 4157 478.8488° web: wwnwretesawces com
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