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General Land Office
Relinquishmat Act Lease Form
Revised, September 1997

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this_25 dayof _JUNE 19 98  between the State of Texas, acting by and through §
wgemtl.isa R.Good,sole and separate prOpercty - -

of - 133331 S. 121=t F. AvVea: e
Broken Arrow. Oklahoma 74011 said agear -
(Give Permanent Address) <
herein referred to as the owner of the soil (whether one or more), and Clay Johnson
0
203 W. Wall, Sutie B00, Midland, Texas 79701 :
(Give Permanent Address)

hereinafter called Lesse=.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agresments to be paid, kept and performed by
Lessee under this lease, the State of Texas xﬁngbymdmmughmemofmcmﬂ.hcehymImmdtmmmbrmemlemdon]ypmof
prospecting and drilling for and producing oil and zas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other sucnures
thercon, to produce, save, take care of, treat and Tansport said product of the lease, the following lands situated in Reeves County, State
of Texas, to-wit 5

See Exhibit "A" for legal description

* ae
I o
Goﬂcg'ipfn:g; 1200 acres, more or less. The bonus consideration paid for this lease is 25 foilows:
. . 9
': “ Tothe Stusof Texas:_ Fifteen Thousand and no/100's
e Deollars ($_15,000.00 )
L] 3
¢ Cees To the owner of the scil: Fifteen THousand and na/100's
I Dollars (5__15,000.00
. .
. Total bonus consideration: Thirty Thousand and no/100's
.00:0. DO“N‘S(S 301000-00 )
L X - .
The otal bonus consideration paid represexts a bonus of. Fifty and no/100's
Doilars (S 50.00 ) perace,on __ 600  netaces
78 TERM. Subject to the other provisions in this !ea.sc-.r.his lease shall be for a term of Five (5) vears from this da=

(herein called "primary term”™) and as long ‘hereatter as oil and gas, or sither of them, is producsd in paying quantities Fom said land.
As uscd in this lease, the term *producsd in paying quantides® means that the receipts Som the sale or other autherized commerzial use of the substancs(s) cover=d
exceszd out of pocket operational expenses for the six menths last past.

3. Delay Rentals: If oil or gas in paying quantities is not being produced from the premises on the first anniversary date of this Lease and
there are then no drilling operations being conducted on the premises, then this lease shall terminate unless, on or before such anniversarv date.
Lessee shall pay, ' directly to the owner of the soil and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in the amount specified in the following schedule muitiplied by the
number of acres then covered by this lease, which payment, when timely made, shall continue this lease for a period of one (1) additional vear. In
like manner and upen payment of the amounts set out in the following schedule, this lease may be further continued for successive one-vear periods
during the primary term of this lease provided that payment is made on or before the anniversary date.

Anniversarv Date Delav Rental per Acre
First S 100
Second S 1.00
Third $16.67
Fourth $16.67

i True and Correet
copy of
Original filed in
Reeves County

Clerks Office




. 4, PRODUCTION ROYALTIES. Upon producton of oil and/or gas, Lesses agress 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 Stats of Texas, ar Austin, Texas, and one-half (1/2) of such royalty to the owner of
the soil:

(A) OLL. Royalty payable on ail, which is defined as including all hydrocarbons producsd in a liquid form at the mouth of the well and alsg s all

condensate, disdl?n-. and other liquid hydrocarbons recoversd Som oil or gas run through a separator or other equipment, as hereinaftar provided, shall be
3/16 part of the gross production or the market value thersof, at the option of the owner of the soil or the Commissioner of the

General Land Offics, such valuc to be determined by 1) the highest posied prics, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and Zravity in the general arca where producsd and whea nun, or 2) the highest markst prics thereof offered or paid in the
general area where produced and whea run, or 3) the gross procesds of the sale thereof, whichever is the greater. Lesses agre=s that before amy gas produced fom the
leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequat= oil and 3as separater of conventional tYpe, or
other squipment at least as efficient, so that all liquid hydrecarbons recoverable Som the gas by such means will be recoversd. The requirement that such 338 be

through a separator or other equipment may be waived in writing by the royalty owness upon such terms and cenditions as they prescribe.

(B) NON PROCESSED GAS. Royalty on any gas (including Jared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil in subparagraph (A) abave, producsd Som any well on said land (excspt as provided herein with respect 10 gas procsssed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/16 part of the gross production or the markst value thersof, at the option of the
owner of the soil or the Commissioner of the Gezeral Land Offics, such value to be based on the highest markst prics paid or offersd for gas of comparable quality in
the general area where producsd and whea run, or the gross prics paid or offered 0 the producsr, whichever is the greater; provided thar the maximum pressure bace
in measuring the gas under this lease shail not at any time exceed 14.65 pounds per squars inch absolute, and the standard base temperaturs shail be sixty (60)
degrees Fahwenheit, 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 methed of testing being used by the indusTy at the time of testing.

< PROCESSED GAS. Royalty on any gas procsssed 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 exwacted or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Offics. All royalties due herzia shall be based on one hundrsd percent (100%) of the total plant
preduction of residue gas anributable o zas sroduced fom this lease, and on fifty percent (50%), or that percent acsruing o Lasses, whichever is the greater, of the
waal plant producticn of liquid hydrocarbens aributable to the 2as producad from this lease; provided that if liquid hydrocarbons are recoversd Tom 2as procassed
ina glant in which Lesses (or its parent, subsidiary or affiliatz) owns an interest, thea the percentages applicable to liquid hydrocarbons shall be Aty perceat (5C%) or
I;e'h_ng!ﬂ:s: peT=nt acsruing o a third party procsssing gas through such plant under a procsssing agresment aegotated at arm's length (or if thers is no such third
party, the highest percent then being specified in procsssing 1grs=ments or conracs in the industy), whichever is the grsater. The respestive royalties on residue zas
-fa of iquid hydrocarbons shall be determined Sy 1) the highest markst price paid or off=r=d for any zas (or liquid hydrocarsens) of comparable qualicy in the
gefleralfarea. or 2) the gross price paid or of=red for such residue gas (or the weighted average gross selling prics for the respective grades of liquid hydrocarbens),
wilichever is the greater, In no event, however, shall the royalties payable under this paragraph 5e less than the rovalties which would have be=n due had the 33s 1ot
o%egn processed.

P (D) OTHER PRODUCTS. Royaltv on carbon black, sulphur or any other products produced or manufacur=d Som g:s(;xc:;c’ng liquid hydrocartens)
wheher said gas be “casinghead,® *dry,” or any cther 3as, by fractionating, buming or any other procsssing shall e 3116 part of =g
g%0ss production of such producss, or the markst value thereof, at the cpton of the owner of the soil or the Commissioner of the General Land Orfics, such markst

. ¥aly to be detsrmined as follows: 1) on the Sasis of the highest markez prics of each producs for the same mondh in which such produc: is producsd, or 2) on tie
dafls §f the average zross sale prics of zach product for the same month in which such preducts ars producsd; 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 Yy production, the royaities
paid under this lease in no event shall be less than an amount squal to the total annual delay rental hersin provided; otherwise, thers shail Se due and payable on or
before the last day of the month suceesding the anniversary date of this lease a sum zqual o the total annual rentl less the amount of rovalties paid during the
preszding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purpeses of this paragraph, the delay reatal amount shall be one
dollar ($1.00) per acre.

6. ROYALTY IN XIND. Notwithstanding any other provision in this leasz, at any time or fom time to time, the owner of the soil or the Commissicner
of the General Land Offics may, at the option of =ither, upon not less than sixty (60) days aotice ' the holder of the lease, requirs that the payment of any myaifiﬁ.
acsruing to such royalty owner under this lease Se made in kind. The owner of the soil's or the Commissicner of the General Land Offics's right to taks its royaty 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 implied
under this lease.

7. NO DEDUCTIONS. Lesses agre=s that ail royalties acsruing under this lease (including thase paid in kind) shall be without deduction for the cost of
producing, gathering, storing, separating, geating, dehydrating, compressing, procsssing, Tansporting, and otherwise making the oil, gas and other producs ’
hersunder ready for sale or use. Lesses agre=s 1o computs and pay royalties on the gross value resived, including any reimbursements for severanes taxes and
production related costs.

8. PLANT FUEL AND RECYCLED GAS. No rovalty shall Se payable on any 3as as may represent this lease's proportionats share of any fuel used '_c:_‘_l
process 23s producsd tersunder in any procsssing plant Nocwithstanding any other provision of this lease, and subject 10 the wrinian conseat of the owner of 3¢ 381
and the Commissioner of the General Land Ofics, Lasses may recycle z2s for gas [t purposes on the leased premises or %or injection into any oil or 3as producing

formation underiving the leased premises aitz: the liquid hydrocarbons conwined in the 3as have Sezn removed; no royalties shall be savable on the =eycied 338
until it is producsd and sold or used by Lesse= in 3 manner which eatitles the royaity owness 10 1 reyaity under this lease,

9. ROYALTY PAYMENTS AND REPCRTS. Al rovaities not taken in kind shall be zaid to the Commissicrer of the General Land Offics at Aus=a
Texas, in the foilowing manner
Payment of royalty on production of oil and zas shall Se as provided in the rules set forth in the Texas Register, Rules currsady provide that royaity on ail is Jue
and must be recsived in the General Land Otfie= on or besors the Sth dav of the sezsnd menth suczszding the month of production, and rovaity oa 335 05 J“’,mf___
must be received in the General Land Offics on or besors the | 5th day of the sezond menth sucse=ding the month of preduction, accompanied by the affidavit :}-T:;:at’
owner, managss or other autherized agzat, compisted in the form and manner preseribed 2y the Ceneral Land Offics and : ‘:'”;Fs—.:;;:‘cﬂ
all oil and gas produczd and the marke: value of the oil and gas. tog=ther with a copy of all documents, recards or reports zondimming the zmess production dispesits

iowing the zass amount and



" 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. Inall cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty paymen; shall be
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty beiq
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty of &
$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 greager
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin aceruing when the royalty is sixty (60) days overdue, ;
Affidavits and supporting documents which are not filed when due shall incur a peaalty in an amcunt set by the General Land Officz administrative rule which i
effective on the datz when the affidavits or supporting documents were due. The Lesses shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided hersin. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by Jay
nor act W postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of tile disputs as to the State’s portion of
the royalty or to that portion of the royalty in dispute as to fair market value. 1 .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office wiy
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall fumish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreements and amendments to such 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 beld in confidence by the General Land Office unlegs
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Offics, the Attomey General, the Governor, or the representative of amy of them. i

(B) PERMITS, DRILLING RECORDS. Written notics of all operations on this lease shall be submitizd to the Commissioner of the General
Land Offics by Lesses or operator five (5) days before spud date, workaver, re<nfry, temporary abandonment or plug and abandonment of any well or wells. Such
written notice to the General Land Offics shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other governmental
agency shall inciude 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 barteries 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 radicactivity survey made on the
5 *bje 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
tht 188 of cach survey on cach well to the General Land Office within fiftesn (15) days after the making of said survey.

Seve

.
el (C) PENALTIES. Lessee shall incur a penalty whenever reports, documents or other matesials are not filed in the General Land Office when
due. The penalty for late filing shall be set by the General Land Office administrative rule which is cffective on the datz whea the materials were due in the Geaeral
ssand Office.
L]
. LT
e 1. DRY HOLE/CESSATION CF PRODUCTION DURING PRIMARY TERM. If. during the primary term herzof and pricr to discovery and producticn

(o4 §r 2as on said land, Lessee should drill a dry hole or holes thercon, or if during the primary tzrm hereof and after the discovery and actual production of oil or
23S fom the leased premises such producton thereof should csase from any cause, this lease shail aot terminate if on or before the expiration of sixty (60) days from
#3% of completicn of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next

® 2osual 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 therzto, a dry hole be
compTcu:d 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 Lessee has not resumed production in paying quandties at the expiraticn of the primary t2rm, Lesses may maintain this
lease by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the cxpiration 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 completzd as a shut-in oil or gas well within the
primary term herzof, Lessce may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
expiration of sixty (60) days from the dat= of completicn of such shut-in oil or gas well and upeon the failure to make such payment, this lease shall ipso facto
terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in
accordance with the shut-in provisions hereof.

12. DRILLING AND REWORXING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
produced on said land, but Lesses is then engaged in drilling or reworking operations thercon, this lease shall remain in force so long as operations on said well or fer
driiling or reworking of any additional weil are prosecuted in gocd faith and in-workmanlike manner without interruptions totaling more than sixty (60) days during
any one such opematicn, 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 from said land, or
payment of shut-in oil or gas well royaltics or compensatory royalties is made as provided in this lease.

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

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 producticn of oil and zas. If, at any time after the expiration of the primary erm of a lease that, until being shut in, was being maim.:un_cd in
fores and effect, a well capable of producing oil or gas in paying quantities is locatzd on the leassd premises, but oil or gas is not being produced for lack of suitable
prcduction facilities or lack of a suitable market, then Lesses may pay as a shut-in 0il or gas royaity an amount equal to double the annual rental provided in the
lease, but not less than $1.200 a year %or sach well capable of producing oii or gas in paying quantides. If Paragraph 3 of this lease dees not specify a delay rental
amount, then for the purposes of this paragraph, the delay reatal amount shall be one dollar (51.C0) per acre, To be efective, cach inital shut-in oil or gas royalty

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




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

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by paymeat of the shut-in oil or gas royalty, oil or gas is sold angd
delivered in paying quantities from a well Jocated within one thousand (1,000) feet of the leased premises and compieted 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 Lessec 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 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 gasis
produczd from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) 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, Lesse= shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month period. Compeasatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the
payment of compensatory royalties can satisfy the obligation to drill offset wells. .

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminaze
as 0 all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding cach gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lesses is thea engaged in
centinuous drilling or reworking operations, or (2) the number of acres included in a producing pocled unit pursuant to Texas Natural Resources Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to 2 proration unit for each such producing well under the rules
ag@ regulations of the Railroad Commission of Texas, or anmy successor agency, or other governmental authority having jurisdiction. If at any time after the effective
dam of ehe partial termination provisions hersof, the applicable field rules are changed or the well or wells located therson ars reclassified so that less acreage is
r.l:anx'tr allocated to said well or weils for production purposes, this lease shall thereupon terminate as to all acreags not thereafter ailocated to said well or wells for
praduttidn purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
ingrgss to and egress from the lands still subject to this lease for all purposes described in Paragragh | hereof, together with casements and rights-of-way for cxisting
rpids, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph | hereof (“the retained lands®), for access to and fom the
r§atied lands and for the gathering or cansportation of oil, gas and other minerals producsd fom the retined lands.

bae ".: (B) HORIZONTAL. In the event this lease is in forcs and effect two (2) years after the expiration date of the primary or extended term it shall further
terminate as to all depths below 100 fest below the total depth drilled (hereinafter "desper depths™) in each well located on acreage retained in Paragraph 16 (A)
atcVve, unless on or before two (2) years after the primary or extended term Lesses pays an amount squal to one-half (1/2) of the bonus originally paid as
«cs3dtgation 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
tethination shall be delayed for an additional period of two (2) years and so long thereaster as oil or gas is producsd in paying quantities from such desper depths
covered by this lease.

(C) IDENTIFICATION AND FILING. The surfacs acreage retained hersunder 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 Offics. Within thirty (30) days after partial
termination of this lease as provided hersin, Lesses shall exccute and record a release or releases containing a satisfaciory legal description of the acreage and/or
depths not retained hersunder, The recorded release, or a certified copy of same, shall be fled in the General Land Offics, accompanied by the Sling fee prescribed
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 ninety (90)
days after being requested to do so by the General Land Offics, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released herzunder and record such insoumeat at Lesses's expense in the county or counties where the lease is located and in the official records of the

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

17. OFFSET WELLS. Neither the bonus, delay reatals, nor royalties paid, or to be paid, under this lease shall relieve Lesses of his obligation to protect
the oil and gas under the above-described land from being drained. Lesses, sublesses, receiver or other agent in control of the leased premises shall driil as many
wells as the facts may justify and shall use appropriate means and driil to a depth necessary to prevent undue drainage of oil and gas from the leased prc.-nises.. In
addition. if oil and/or gas should be producsd in commersial quantities within 1,000 fezt 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 fest of the leased premises start producing
in commercial quantities and shall prosecute such driiling with diligence. Failurs to satisfy the starutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royalty under applicable statutory parametsss 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, fom
conducting drilling operations on the leased premises, or Som producing oil or 3as Som the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
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 cavenants; additionally, this lease shall be extended while Lesses 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 .
payment of delay rentals in order to maintain this lease in =ffect during the primary term in the absencs of such drilling or reworking operations or production of oi
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the leased premises, then Lessee may redeem the rights of the owner of the sail in the leased premises by paying any mortgage, taxes or other liens
on the leased premises. If Lessee makes payments on bebalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the
rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns h:ss- than the ent_ire undivided surfacs atau: in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental hercin provided to be paid to the owner of the soil shall be paid 15 Kk
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided 0 be paid to the Commissioner of the
General Land Offics of the State of Texas shall be likewise proportionately reduced. However, before Lesses adjusts the royalty or reatal due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Offics a wnm 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 ?omm;ss:oncr of the General Lang
Office shall be paid the value of the whole producticn allocable to any undivided interest not covered by a lease, less the proportionate developmeat 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
ailocable to the undivided interest not leased an amount less than the value of one-sixtesnth (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 peoled unit that has been approved by the School Land Board and the owner of the soil in accordance with Namral Resources Code Sccﬁons'SZ.ISI-sz_lg_ 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 sc\'rcmcL 0 that
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the qumber of acres outside the.
boundaries of a pcoled 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 lease except water from wells or
tanks of the owner of the soil; provided, however, Lesses shall not uss 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 o all personal property, improvements,
livestock and crops on said land.

23. PIPELINE DEPTH. Whean requestzd by the owner of the soil, Lesses shall bury its pipelines below plow depth.
* ae .
Totes .24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) fest to any house or barn now on said premises without the
write a%n.senr. of the owner of the soil. .
.e

. 25. POLLUTION. In developing this area, Lessee shall use the highest degres of care and all proper safeguards to prevent po[l?t‘icn. W‘ad}out limiting the
fgnioing. pollution of coastal wetlands, natural waterways, rivers and impounded water shall be pr:v:ntgd by the use of containment facilities sufficient to prevent
spillaga éespag= or ground watsr contamination. In the event of poilution, Lessee shall use all means atits disposal to recaprure all escaped hydrocarbons or other
pollutangand shail be responsivie for all damage to public and private properties.. Lesses shall build and maintain fences around its slush, sump, and drainage pits

Whkbateries s0 as to protect livestock against loss, damage or injury; and upon completion or ab?ndoruncnt_of any well or wells, Lesses shall_ﬁll and levef all
slus pits and czllars and completzly clean up the drilling site of all rubbish thereon. Lesses shall, while conducting operations on the leased premises, kesp said
Pre@isss free of all rubbish, cans, boules, paper cups or garbage, and upen cor‘{:plction of operations shall restcre the surfacs of the land to as near its original
@ondiion 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 to remove matfhin_cry and ﬂxvu.rv:_s pl'accd by .
Lessee on the leased premises, including the right w0 draw and remove casing, within one hundred twenty (120) days after r‘he expiration or the termination ofu?l.s ]
lease unless the owner of the soil grants Lessez an exteasion of this 120-day period However, Lessee may not remove casing from any wc'll t:apablc of producing oil
and gas in paying quantities. Additionally, Lesse= may not draw and remove casing until after thirty (30) days writen notics to the Com:sfnoncr of the General
Land Offic= and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixcures, or casing which are not timely removed by Lesses
under the terms of this paragraph.

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this leasz, the rig}nu and estates ofcime_r party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon m‘c‘.r}gi:s. devisees, le.g:.! rgpre.scm.mves. sp;c:ssﬂfs
and assigns. However, a change or division in ownership of the land, reatals, or royalties will not c_n.la.rg: the obligations of Lesses, diminish the rights, privileges
and estates of Lesses, impair the effectiveness of any payment made by Lassec or impair '.h? eﬂ'_c:uv:ness of any act perfcrmed by L.:§sc:. ..-'.md 1o :.Ha.n;: or L
division in cwnership of the land, rentals, or royalties shall bind Lesses for any purpose until Lthry (39) d:.)fs 1_&‘.:.' rhr..- owner c‘f t:hc soil (or his heu'_s. dcvtscr_s_.uc: -
representatives or assigns) fumishes the Lessee with satisfactory written evidence of the change in ows.iersh:?. including U:}: original recorded muniments ofu < (f
certified copy of such original) when the ownership changed because of a conveyance. A _mul or pamal assignment of this lease shall, o the extent of the mtgr:st T
assigned, relieve and discharge Lesses of all subsequent obligations under this lease. lf_trus lease is assigned in its entirety as t0 only part of the acreage, ﬂ?c ﬂh!h of
option to pay rentals shall be apportioned as betweszn the several owners ratably, accordmg_ to the arca of cach, and failure b:.r one or more of them (o pay his ;’: 2
the rental shall not affect this lease on the part of the land upon which pro rata reatals are timely paid or tendered; however, if the assignor or assignes does “°:ﬂ :uc
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 ren i
under Paragraph 3. Every assignes shall succeed to all rights and be subject to all obiigations, liabilities, and penalties owed to the State by the original lesses or anY
prior assignes of the lease, including any liabilities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragragh 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 a.ssigzm:nl‘ and the agency power
of the owner may be forfeited by the Commissioner. An assignment will be reated as if it were made 10 the owner of the soil if the assignes is:

(1) anomines= of the owner of the soil; i X . ) idiar:
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an ::'nplcyc: of such a corporation or subsidiarys
(3) a parmership in which the owner of the soil is a parmer or is an employes ox’_such 3.,‘-:3..1:::5.‘;:;;;
(4) a principal stockholder or employee of the corporation which is thc. owner of the soil;

(5) a pantner or employes in a parmership which is the owner of the soil;
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(6) a fiduciary for the owner of the soil; including but not limited 10 a guardian, trustes, 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, blocd, or adoption

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lesses may at any time exscute and deliver to the owner of the —

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 porticns, and be
relicved of all subsequent obligations as to acreage surrendered. If any part of this lease is properiy surreadered, the delay reatal due under this lease shall be reduced
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior o such surrender; however, such release wﬂl'
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 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 dats 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 true 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 nvalid.

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lesse= 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 &5l 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 Commission, or if
Lessez 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 lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquircg .t.mder this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorizs a
fordcimre, 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
wai:mg: the automatic termination of this lease by operation of law or by reason of any special limitation arising hercunder. Forfeitures may be set aside and this
lease 43 31l rights thereunder reinstated before the rights of another intervene upon satisfactory evidencs to the Commissioner of the General Land Offics of furure
corrfp.ﬁa.n with the provisions of the law and of this lease and the rules and regulations that may be adopted relative herszo.

i 35. LIEN. In accordance with Texas Namural Resources Code 52.136, the State shail have a first lien upen al! 0il and zas produced from the area covered
b thislesse w0 securs payment of all unpaid royalty and other sums of moncy that may become due under this lease. By accsptance of this lease, Lessee grants the
S.L.n.w"n: :ddition to the liea provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express conmractual lien on and security
interzst m all leased minerals in and extacied fom the leased premises, all procseds which may accrue to Lesses from the sale of such leased minerals, whether such
proageds 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 procsssing of
5uGX le3sed minerals in order to secure the payment of all royaltics or other amounts due or to become duc under this lease and to secure payment of any damages or
Isw:.cssor 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 proceedings in the manner provided in the Titde 1, Chapter 9 of the Texas Business and Commercs Code. Lesses agrees that the
Commissioner may require Lesses to execute and record such instruments as may be reasonably necsssary o acknowledgs, amach or perfect this lien. Lesses hersby
represents that there are no prior or superior liens arising from and relating to Lesses's activities upoa the above-described property or from Lasses's acquisition of
this lease. Should the Commissioner at any time determine that this representation is not true, thea the Commissioner may declare this lease forfeited as provided

herein.

34. PCOLING. Lesses is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold
or mineral interest for the exploration, development and production of oil or gas or sither of them upon the same terms as shall be approved by the School Land
Board and the Commissioner of the General Land Offics for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.153. The owner of the soil agress that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural
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,
contractors, subcontractors, guests, invitess, and their respective successors and assigns, of and from all and any actions and causes of action of every naturs, or other
harm, including environmental harm, for which recovery of damages is sought, including, but oot limited to, all losses and expenses which are caused by the
activities of Lesses, its officers, employess, and agents arising out of, incidental to, or resulting from, the operations of or for Lesse= on the leased premises .
hercunder, or thar may arise out of or be occasioned by Lesses’s breach of any of the terms or provisions of this Agreemeat, or by any other negligent or sricdy "ab"‘
act or omission of Lesses. Further, Lesses hereby agress 1o be liable for, exonerate, indemnify, defead and hold harmless the State of Texas and the owner of the soil,
their officers, employess and agents, their successors or assigns, against any and all claims, liabilices, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recavery of damages is sought, under any theory including tort, contract, or smict liability, including anomeys’ fess 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
eavironmental laws; those arising from or in any way related to Lasses's operations or any other of Lasses's activities on the leased premises; those arising :‘r;m
Lesse=’s use of the surfacz of the leased premises; and those that may arise out of or be occasicned by Lessee’s breach of any of the terms or provisions of this
Agresment or any other act or omission of Lesses, its dirzctors, officsss, employees, parmers, agents, conTaciors, subconuaciors, guests, invitess, and their respective
successors and assigns. Each assignee of this Agre=ment, or an interest therein, agress to be liable for, exenerate, indemnify, defend and hold harmiess the State of
Texas and the owner of the soil, their officers, employess. and ageats in the same manner provided above in connecticn with the activities of Lesses, its officsts,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO ;
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE. JOINT,
CONCURRENT, ACTIVE, OR PASSIVE.
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medium
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardous
Substance™ is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Scctions 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARNLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS’ FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF () A
VIOLATION OF THE FOREGOING PROHIBITION OR (I) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDQOUS 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. Thisilease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as the
Relinquishment Act, and other applicable statutes and 2mendments thereto, and if any provision in this lease does not conform to these statutes, the starutes will
prevail over any nonconforming lease provisions. -

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the
General Land Office of the State of Texas. Ounce 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. ' '

o e¢39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lcase must be filed of record in the office of the County
Cletig hany 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
effeqiy until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Office in accordance with
Te;la‘i 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 exgcution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. i

SEE L/
i BY: CLAY JOHNSON

se o TITLE:

DATE: Gg '/\;’ ? f

STATE OF TEXAS b P STATE OF TEXAS

BY: ,\j{\f do ﬁ : rf f o BY:

Individually and a5 agent for the S(auioffcxa.s Lisa R. Good, Individually and as agent for the State of Texas
o

dealing 1n her sole and separate property

Date: | = ‘7 SZ Date:
SS#

STATE OF TEXAS STATE OF TEXAS

BY:
Individually and as agent for the Statz of Texas

BY:
Individually and as agent for the State of Texas

Date:

Date:
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(CORPORATION ACKNOWLEDGMENT)

. STATE OF

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

1 of

mdacknwledgedmmemh:accmedunm -
fcrﬂleptn'posesmdeonndammmatinexpmud.hmupwtymd.mduthemmddwdofmdootpmn.

Given under oy hand and seal of office this the day of ;19 ”
' Notary Public in and for
STATE OF /]/ZIKM ) (CORPORATION ACKNOWLEDGMENT)

COUNTY OF m\d/\(lf\dv
BEFORE ME, the undersigned authority, on this day personally appeared C((U_/J’E hV’LSOh

known to me o be the person whose name is subscribed to the foregoing instrument, BXXXXXXXXXXXXXXXKXKXKXXKXXXXXXXPXX
EXXXXEXXX XXX XXX XXX XXX XXX KX XXX XXX XXX XXX XX XXX XXX X and acknowledged to me that he exccuted the same

for the purposes and consideration therein expressed, in the capacny stated, and as the act and deed of said corporation.
Given under my hand and seal of office this the day Of_Md—__- %W
1

e HONICA MARLOWE §

votr NOTARY PUBLIC § Notary Public in and for %
.ty State of Texas 4
. Comm. Exp. 10-30-89 ¢

snam-; OF__Oklahoma (INDIVIDUAL ACKNOWLEDGMENT)

coyun‘op Mayers

: Befon:m:.tlwundemgnedauxhomy,ondhasdaypcnonally a4 Lisa R.Good, dealing in her sole
seee seéparate pProperty

-
lmo\@n tcﬁne o de the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and

consideration thcf..u: exp:c;w../ “ie

I \.. b ._ o P / I 0

LR Gnmmdcrmvhandi-:ds-alofoﬂ‘u:hume Ef day of Zuly, /‘f 2

8 ”“i&‘ b AT W / "ﬂ

el B ik / T

g O ‘.fﬁ!"\:!‘g' hﬁ f\'; é‘b /

4 ’ﬁz‘:{(f.ﬁz ';I?,' (Notary lﬁmmdfor // /2 A‘ 2V /

: '11"15‘\,:?"?5;.: 3. i:: P

STATEOF__ 4! ,;‘jﬂ%/ 4 (@NDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF TL Ll

Before me, the undersigned authority, on this day personaly appearcd
instrument, and acknowledged to me that they executed the same for the purposes and

known to me to be the persons whose names are subscribed to the foregoi
consideration therein expressed.

y of ald =

Given under my hand and seal of office this the

tary Public in and for
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EXHIBIT “A”

Attached to a made a part of that certain Oil and Gas Lease dated June 25, 1998 between Lisa

Good, as Lessor and Clay Johnson, as Lessee covering the following described lands, all in
Reeves County, Texas, being 1200 acres, more or less.

Tract 1:

Tract 2:

Tract 3:

Section 33, Block 59, Public School Land Survey, Reeves County, Texas,
containing 640 acres, more or less.

The Southeast Quarter (SE/4) of Section 32, Block 59, Public School Land
Survey, Reeves County, Texas, containing 160 acres, more or less.

The North Half of the Northeast Quarter (N/2 NE/4), and all of the West Half
(W/2) of Section 34, Block 59, Public School Lands, Reeves County, Texas,
SAVE AND EXCEPT all that portion of the West Half (W/2) lying within the
240 acre tract described by metes and bounds as follows:

BEGINNING at a 1” iron pipe set for the S. W. corner of Section 35, the S. E.
corner of Section 34, and the S. E. corner of this Survey;

THENCE West 2418 feet to a 1” iron pipe set in the North line of Section 39, a
corner of this Survey;

THENCE N. 65 deg. 06°W. 3161.8 feet to a point in the East line of Section 33, a
corner of this Survey;

THENCE North 715.8 feet to a point in the East line of Section 33, a corner of
this Survey:

THENCE S. 72 deg. 03’E. 2155.6 feet to a 1-1/4” iron pipe set for a corner of this
Survey;

THENCE N. 9 deg. 00’ E. 1586.1 feet to a 1-1/4” iron pipe set for a corner of this
Survey;

THENCE East 516.1 feet to a point, a corner of this Survey;

THENCE South 202.7 feet to a point, a corner of this Survey;

THENCE East 2471 feet to a point in the West line of Section 35, the N. E. corner
of this Survey.
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Em]BIT "Bll

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JUNE
25, 1998, BY AND BETWEEN LISA GOOD AS LESSOR, AND CLAY JOHNSON, AS LESSEE.

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.

THE STATE OF TEXAS
COUNTY OF REEVES 1, Dianne O, Florez, Glerk of the County Court fn and
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General Land Office
Relinquishmar Act Lease Form
Revised, September 1997

OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this__ 25 dayof__June 1998 , between the State of Texas, acting by and through its
agent, David A. Stephens, sole and separate property

of P.O. Box 149, Pecns, Texas 79772
said agent
(Give Permanent Address) ?
herein referred to as the owner of the soil (whether one or more), and Glay Johnson
E of

—2 03 W Wald Snite R00, Midland, Texas 79701
j (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, kept and performed by
Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for the sole and only purpose of
prospecting and drilling for and producing oil and zas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and cther structures
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves County, State
of Texas, to-wit .

See Exhibit*"A" for property description.

conizihp®® .1 200 acres, more or less. The bonus consideration paid for this lease is as follows:
* e
Jtoee To the State of Texas:___Seventy Five Hundred and no/100's
s . Deltars (S__7,500,00 )
L]
cesesl To the owner of the soil: Seventy Five Hundred and nao/100's
«°t% Dollars (S 7,500 .00 )
Total bonus consideration: Fifteon Thousand and no/l100's
4 Dellars (5_15,000.00 )
-
m.tg.l;l.!onm consideration paid represents a bonus of Fifty and no/l00's
Doilars (S__50.00 ) perace,on _3(0()  netacres.
2 TERM. Subject to the other provisions in this lease, this lease shall be foratermof __Fiye (S5) years from this date

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

3. Delay Rentals: If oil or gas in paying quantities is not being produced from the premises on the first anniversary date of this Lease and
there are then no drilling operations being conducted on the premises, then this lease shall terminate unless, on or before such anniversary date,
Lessee shall pay, % directly to the owner of the soil and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in the amount specified in the following schedule multiplied by the
number of acres then covered by this lease, which payment, when timely made, shall continue this lease for a period of one (1) additional year. In
like manner and upon payment of the amounts set out in the following schedule, this lease may be further continued for successive one-year periods
during the primary term of this lease provided that payment is made on or before the anniversary date.

Anniversarv Date Delay Rental per Acre
First S 1.00
Second $ 1.00
Third $16.67
Fourth $16.67

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




) 4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty
tp:ovu.!:d 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
€ 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 alsq as al]
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 opticn 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, of other liquid
hydrocarbons, respectively, of a like type and gravity in the general arca where produced and whea run, or 2) the highest market price thereof offered or paid in the
general arca 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 piant, it will be run free of cost to the royaity owners through an adequate oil and gas separator of conventional type, o
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 fum ‘
through a separator or other cquipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

o 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 hrydrocarbons or other products) shall be /18 part of the gross production or the market value thereof, at the option of the
owmer of the soil or the Commissioner of the General Land Offics, such value to be based on the highest market price paid or offered for gas of comparable quality in
fhc general arca where produced and whea 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 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.

(9] PROCESSED GAS. Royalty on any gas procsssed 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 herzin shall be based on one hundred perceat (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 zreater, of the
Eora.l plant production of liquid hydrocarbons artributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered fom gas procassed
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 procsssing gas through such plant under a procsssing agresment negotiated at arm's length (or if there is no such third
party, the highest percent then being specified in processing agresments or contracts in the industry), whichever is the greater. The respective royalties on residue zas
and.on liquid hydrocarbons shall be determined by 1) the highest markst price paid or offzr=d for any gas (or liquid hydrocarbons) of comparable quality in the
gemcral frga. or 2) the gross price paid or offered for such residue gas (or the weighted average gross seiling price for the respective grades of liquid hydrocarbons),
whilhdMr is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have besa due had the gas not
beeA bkgssed.

LAl .

2 (D) OTHER PRODUCTS. Royaity on carbon black, suiphur or any other products producsd or manufactured from gas (excspting liquid hydrocarbons)
whigtier said gas be “casinghead,” *dry,” or any other zas, by fractionating, buming or any other procassing shall be § 16 partaf the
groms 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 Offics, 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 prics of sach product for the same month in which such products are produced; whichever is the greater.

.

seee . MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties
faid fnder this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shail be due and payable on or
before the last day of the month succeeding the anniversary date of this lease a sum equal to the total 2nnual rental less the amount of royalties paid during the
preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay reatal amount shall be one
dollar (51.00) per acre.

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 Commissioner
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 royalties
accruing to such royalty owner under this lease be made in kind. The owner of the seil's or the Commissioner of the General Land Office’s right to take its royalty in
kind shail not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied.
under this lease.

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's propeortionate share of any fuel used ©
process gas producsd hereunder in any procsssing plant Notwithstanding any other provision of this lease, and subject to the writzn consent of the owner of the seil
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 underiving 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 sold or used by L=sses in 2 manner which entitles the royalty owners to a royalty under this lease.

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

. . & - . = . 1 e A
Payment of rovalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules curreadly provide that royalty on il is sue

and must be reczived in the General Land Offics on or before the 5th day of the second menth succzeding the month of production, and royalty on gas is due and

must be received in the General Land Offics on or before the 15th day of the second month succezding the month of production, accompanied by the nﬁ':cf.nvir. ofthe
owmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Offics and showing the gross amount and dlSP_"s‘“‘""_ o
all oil and gas producsd and the market value of the oil and gas, together with a copy of all documents, records or reports confiming the gross production, disposition



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 ang
market value. Inall cases the authority of a2 manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shayy be
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty bein
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty Ofs%on!hcmy‘hy“ ¥
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty duc or $25.00 whichever is greager
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 szt by the General Land Office administrative rule which is
cffective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operatz to prohibit the State’s right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of
the royalty or to that portion of the royalty in dispute as to fair market value. ) .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumnish the Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under
which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after eatering into or making such contracts,
agreements or amendments, Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Atomey General, the Governor, or the representative of amy of them.

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
written notice to the General Land Offics 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 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 barteries or other associated improvements to the land must also include the word "State.® Lessee shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the
bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of
the log of cach survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

ik L . (C) PENALTIES. Lessce shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
duer "he 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@ffice.
L] * o
LA L]

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

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should cease from any cause, this lease shail not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full foree and effect for so long as such operations continue in good faith and in workmanlike manner without
interruptions totaling more than sixty (60) days. 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 Lesse= 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 cffect 50 long as Lesses continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well™ means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained :'“
force and effect, a well capable of producing oil or gas in paying quantities is locazed 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 royaity 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 quantites. If Paragraph 3 of this lease dees not specify a delay rental
armount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (S1.00) per acre. To be effective, cachW;&és%iﬂ c@gﬁﬂéﬁ?f“’w

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

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from a well Jocated within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) fect of the leased premises.
It_‘thc 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. 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 offset
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the
payment of compensatory royalties can satisfy the obligation to drill offset wells. 8

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well
capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in
continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code  52.151-
52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such producing well under the rules
and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. If at any time after the effective
date of the partial termination provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is
thergaf}ey allocated to said well or wells for production purposes, this lease shall thercupon terminate as to all acreags not thereafter allocated to said well or wells for
prﬂqm:ppﬂ purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lesses shall nevertheless continue to have the right of
inggesy o 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
roa.g.% tx'!ting pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands®), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerals producsd from the retained lands.

seee e+ (B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further
terminatas to all depths below 100 feet below the total depth drilled (hereinafter "decper depths™) in cach well located on acreage retained in Paragraph 16 (A)
above, unless on 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 hercof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said
ternfination shall be delayed for an additional period of two (2) years and so long thercafter as 0il or gas is produced in paying quantities from such deeper depths
GPYeigd by this lease.

e 4

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with

the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hercunder, The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed
by the General Land Office rules in effect on the date the release is filed. If Lesses fails or refuses to execute and record such release or releases within ninety (90)
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hereunder and record such instrument at Lesses'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 all purposes.

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

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government authority, then while so prevented, 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 suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of il

or gas,
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the lcased premises, then Lessce may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other Jjens
on the leased premises. If Lessee makes payments on bebalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the
rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the aboye
described land, whether or not Lessee’s intérest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Lang
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 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 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 hercunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water from wells or
tanks of the owner of the soil; provided, however, Lessce 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. 2

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

23. PIPELINE DEPTH. When requested by the owner of the soil, 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 barn now on said premises without the
written consent of the owner of the soil. .
. oo
“etee .25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pol_lyt-iom Witlfout limiting the
forggoing, Pol!ution 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 watsr contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollusnt and shall be responsivic for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank hatteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
sIFsB PE §nd cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
premises free of all rubbish, cans, bontles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable.

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

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either party to this
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisces, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no chmge or
division in ownership of the land, rentals, or royalties shall bind Lesses for any purpose until thirty (30) days aster the owner of the soil (or his heirs, dcvue:s: legal
representatives or assigns) fumishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments o; title (or a
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the mtr:resl
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 filca
certified copy of such assignment in the General Land Office before the next rental paying date, the cx.uim lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penaltics owed to the State by the original lessce or any
prior assignee of the lease, including any liabilities to the State for unpaid royalties.

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in part by
assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and the agency power
of the owner may be forfeited by the Commissioner, An assignment will be treated as if it were made 10 the owner of the soil if the assignes is:

(1) anomines of the owner of the seil; ol . ) =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 partner or is an employes= of such a‘pam-.ership:
(4) a principal stockholder or employee of the corporation which is the owner of the soil;

(5) a partner or employee in a parmership which is the owner of the soil; True and Correct
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(6) a 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 soil or related to the owner of the soil by marriage, blood, or adoption.

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

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

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument, including the
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the 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 invalid.

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

32. FORFEITURE. IfLesses shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an authorized
agent should knowingly make any false retumn or false report concemning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessez should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the area 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 gll rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of fumure
confhigeetwith the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

®eee

®ee® §3. 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 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
int.n:uin &l1 leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds afe held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with the production or processing of
such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
loss that Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
forecfsed with or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
CarAMd&ioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, antach or perfect this lien. Lesses hereby
repflent# that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of
this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
herein.

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leaschold
or mineral interest for the exploration, development and production of oil or gas or cither of them upon the same terms as shall be approved by the School Land
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, agents,
contractors, subcontractors, guests, invitess, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or ather
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, employess, and agents arising out of, incidental to, or resulting from, the operations of or for Lesse= on the leased premises
hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by any other negligent or strictly liable
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil,
their officers, employees and agents, their successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death),
costs and expenses, or other harm for which recovery of damages is sought, under any theory including tort, contract, or strict liability, including atomeys’ fees and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all
environmental laws; those arising from or in any way related to Lesses’s operations or any other of Lessee’s activities on the leased premises; those arising from
Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lzssee’s breach of any of the terms or provisions of this
Agreement or any other act or omission of Lesses, its directors, officers, employees, parmers, agents, contractors, subcontractors, guests, invitees, and their respective
succsssors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and hold harmless the State of
Texas and the owner of the soil, their officers, employees. and agents in the same manner provided above in connection with the activities of Lessee, its officers,
employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS
AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO )
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENC%—?ESQ}.&C{I%\T.
CONCURRENT, ACTIVE, OR PASSIVE. Tl cd orrect
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any eavironmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other cavironmental 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 quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS’ FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (T) A
VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the
General Land Office of the State of Texas. Once 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 Page 1. ) :

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not
effective until a centified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Office in accordance with
Texgs Ygrural 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
fm’gagqt!cn of this lease. The bonus due the State and the prescribed filing fes shall accompany such certified copy to the General Land Office. i
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STATE OF (Q\Qﬁ (CORPORATION ACKNOWLEDGMENT)
COUNTY OF(—P\ULQ_Q Q3 .
BEFORE ME, the undersigned authority, on this day personally appeared BQL\S oA A S\‘\QQ\\Q&\S

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

md&tnowledgcdmmemnhcexeeumdmgm :
fcrmcpumoseswcomdammnmd.inmenpacuymd.mdumcmanddedofmdw

Given under my hand and seal of office this Lhej_O__d‘)’ °f_5&3f 9Rg g

JUDYCLAR
Notary Public
STATE OF TEXAS

STATE OF

COUNTY OF

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

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

Given under my hand and seal of office this the day of 3 A

Notary Public in and for

. .'.
LT X
sTATEOR :\‘L“&J\—i (INDIVIDUAL ACKNOWLEDGMENT)
L
couuwop&\s_gﬁ RO
0:.-‘:
Before me, the undersigned authority, on this day personally appearcd David A. Stephens , dealing in
%15 sole and separate property

knowp 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

congigderation therein cxpusset?. coscussny
it ' and se WP BiE e D BN day of &\x\é\ L19 Qg

Notary Public

STATE OF TEXAS

My Comm. Exp, 04/12/2000 Notary Publiein and for
Stk
STATE OF 7:'4( as (INDIVIDUAL ACKNOWLEDGMENT)
counryor__ F VigUdndl
Before me, the undersigned authority, on this day personally appeared G/l. a-‘b! ’-SBL\R.SO n

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

consideration therein expressed.
Given under my hand and seal of office this the 2‘ day of M 19 q 3 -
Notary Public in and for ‘ %M

PP OTU OO W e,

MONICA MARLOWE
NOTARY PUBLIC
State of Texas
Comwn. Exp. 10-30-99
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EXHIBIT “A”

Attached to a made a part of that certain Oil and Gas Lease dated June 25, 1998 between David
A. Stephens, as Lessor and Clay Johnson, as Lessee covering the following described lands, all
in Reeves County, Texas, being 1200 acres, more or less.

Tract 1: Section 33, Block 59, Public School Land Survey, Reeves County, Texas,
containing 640 acres, more or less.

Tract 2: The Southeast Quarter (SE/4) of Section 32, Block 59, Public School Land
Survey, Reeves County, Texas, qgn}ﬂning 160 acres, more or less.

Tract 3: The North Half of the Northeast Quarter (N/2 NE/4), and all of the West Half
(W/2) of Section 34, Block 59, Public School Lands, Reeves County, Texas,
SAVE AND EXCEPT all that portion of the West Half (W/2) lying within the
240 acre tract described by metes and bounds as follows:

BEGINNING at a 17 iron pipe set for the S. W. corner of Section 35, the S. E.

b corner of Section 34, and the S. E. corner of this Survey;
Tetest THENCE West 2418 feet to a 1” iron pipe set in the North line of Section 39, a
“oests corner of this Survey;
. THENCE N. 65 deg. 06°W. 3161.8 feet to a point in the East line of Section 33, a
cseeed corner of this Survey;
* THENCE North 715.8 feet to a point in the East line of Section 33, a corner of
this Survey;
. THENCE S. 72 deg. 03’E. 2155.6 feet to a 1-1/4” iron pipe set for a corner of this
w' Survey;
THENCE N. 9 deg. 00’ E. 1586.1 feet to a 1-1/4” iron pipe set for a corner of this
Survey;

THENCE East 516.1 feet to a point, a corner of this Survey;

THENCE South 202.7 feet to a point, a corner of this Survey;

THENCE East 2471 feet to a point in the West line of Section 35, the N. E. corner
of this Survey.

True and Correct
copy of
Original filed in
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EXHIBIT "B"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JUNE
25, 1998, BY AND BETWEEN DAVID A. STEPHENS AS LESSOR, AND CLAY JOHNSON, AS
LESSEE.

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

«*.v*, 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
eseeos 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
**s*. 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.

COUNTY OF REEVES 1, Dismme 0. Florez, Clerk of the County Chart fa and

for suiid County and State do hareby certify that the forepoing is a Stog and. -
e cay ol {J./}-—L dated (e "-525‘ .
222, e

filed for secard in my mmm
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997
OIL AND GAS LEASE

THIS AGREEMENT is made and entered into this_2 5 _day of, June 1998 ,between the State of Texas, acting by and through is

agent,"" Mark Stephens, sole and qppara.tme.g.eL*'y
of, 20 S . Qak, Pecos,. Taxas 79772

said agent

(Give Permanent Address) &
herein referred to as the owner of the soil (whether one or more), and Clay Johnson

of

203 W, Wall, Suite 800, Midland, Texas 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, kept 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 Lessee, for the sole and only purpose of
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other structures

thercon, o produce, save, take care of, treat and transport said products of the lease, the following lands situated in Reeves County, State
of Texas, to-wit: ‘
See Exhibit "A" for legal description
containing__ 1200 acres, more or less. The bonus consideration paid for this lease is as follows:
To the State of Texas: Sgiganaég Eive Hundrgd and nc/l@O'c
Dollars (S ) . )
- To the owner of the soil: tv Five Hundred and no/100's
L Dollars (S, '7,380.001 )
-:::'. Total bonus consideration: Fifteon Thousand and no/lQQ0'sg

Dollars (S 15.,000.00 )

meJeNhC.nuseonsidmﬁcnpaidrcpmuabonusof Fifty and no/100's

Dollars(S_5g ng ) perace,on 3086 netacres.

2 TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) vears from this dats
(hereirPcalled “primary term™) and as long thereafter as oil and gas, or cither of them, is produced in paying quantities fom said land.
As ysed 41 this lease, the term "produced in paying quantities® means that the receipts from the sale or other authorized commercial use of the substance(s) coversd
exceadsout ®f pocket operational expenses for the six months last past.

3 Delay Rentals: If oil or gas in paying quantities is not being produced from the premises on the first anniversary date of this Lease and
there are then no drilling operations being conducted on the premises, then this lease shall terminate unless, on or before such anniversary date,
Lessee shall pay, % directly to the owner of the soil and a like amount paid or tendered to the COMMISSIONER OF THE GENERAL LAND
OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in the amount specified in the following schedule multiplied by the
number of acres then covered by this lease, which payment, when timely made, shall continue this lease for a period of one (1) additional year. In
like manner and upon payment of the amounts set out in the following schedule, this lease may be further continued for successive one-year periods
during the primary term of this lease provided that payment is made on or before the anniversary date.

Anniversarv Date Delay Rental per Acre
First s 1.00
Second S 100
Third $16.67
Fourth $16.67

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

(A) OLL. Royalty payable on oil, which is defined as including 2l hydrocarbons 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
3/16 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 Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid
hydrocarbons, respectively, of a like type and gravity in the general arca where produced and when run, or 2) the highest market price thereof offered or paid in the
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lesses agrees that before any gas produced from the
leased premises is sold, used or processed in a plan, it will be run free of cost to the royalty owners through an adequate oil and gas separator of conventional type, or
other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The requirement that such 2as be run
through a separator or other equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe.

(B) NON PROCESSED GAS. Royalty oa 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 hydrocarbons or other products) shall be 3716 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 offercd 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 shail 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.

© P&%%SED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons
shall be part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the opticn of the
owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing o 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 procsssed
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 perceat (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 on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbens) 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 act
been processed.

e oo (D) OTHER PRODUCTS. Royaity on carbon black, sulphur or any other products produced or manufactured fom gas (excepting liquid hydrocarbons)
wiscter said gas be "casinghead,” *dry,” or any other gas, by fractionating, buming or any other procsssing shall be -3/16 partof the
grcs's p'raduction of such products, or the market value thereof, at the option of the owner of the soil or the Commissicner of the General Land Offics, such markst
va}de"P be determined as follows: 1) on the basis of the highest market price of cach product for the same month in which such product is produced, or 2) on the
basA'bf tfe average gross sale prics of cach product for the same month in which such products are produced; whichever is the greater.

-

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

seee

*ee” o6. ROYALTY IN KIND. Notwithstanding any other provision in this leasz, at any time or from time to time, the owner of the soil or the Commissior'!er
of the General Land Office may, at the option of sither, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties
accruing to such royalty owner under this lease be made in kind. The owner of the soil’s or the Commissioner of the General Land Office’s right to take its royaity in
kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or implied.
under this [ease.

7. NO DEDUCTIONS. Lesses agress 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 ather products
herzunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value recsived, including any reimbursements for severance taxes and
production related costs.

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fuel used 10
process gas produced hereunder in any procsssing plant. Notwithstanding any other provision of this lease, and subject to the writtzn consent of the owner of :hf 5
and the Commissioner of the General Land Offics, Lesscz may recycle gas for gas lift purposes on the leased premises or for injection into any cil or gas producing
formation underiying 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 produced and sold or used by L=sses in a manner which entitles the royalty owners to a royalty under this lease.

cil

9. ROYALTY PAYMENTS AND REPORTS. All rovalties nct taken in kind shall be paid to the Commissioner of the General Land Offics at Austit
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 currsay provide that royalty on oil is due
and must be recsived in the General Land Offics on or before the 5th day of the second month succseding the month of preduction, and royalty on gas is duc‘md N
must be received in the General Land Offics on or before the 15th day of the second month succeeding the month of preduction, accompanied by the affidavit P_f"‘“ ¢
owmer, manager or other authorized agent, completed in the form and manner prescribed by the General Land Offics and showing the gross amount and diSPf’““":"::n
all oil and gas produced and the market value of the cil and gas, together with a copy of all documents, records or reports confirming the gross production, dispesiti



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 angd
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 shal] pe
accompanicd by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lessee owes a penalty ofs%onlhemy-my or
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accruc a penalty of 10% of the royalty duc or $25.00 whichever is greater,
In addidon to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
AfTidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of
the royalty or to that portion of the royalty in dispute as to fair market value. ] )

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually 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 agreements and amendments 1o such contracts within thirty (30) days after entering into or making such contracts,
agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said
premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Office, the Attomey General, the Govemor, or the representative of any of them.

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

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

ee 1. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hereof and prior to discovery and production
of ell ©r gas on said land, Lessee should drill a dry hole or holes thercon, or if during the primary term hereof and after the discovery and actual production of oil or
gas froM the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from
dau'o'f:cﬁnpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annddl defay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be
completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations
ungil thg F&piration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this
lease by c8nducting additional drilling or reworking operations pursuant to Paragraph 13, using the cxpiration of the primary term as the date of cessation of
production under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the
primary term hereof, Lessee may resume payment of the annual reatal in the same manner as provided herein on or before the rental paying date following the
expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto
tcrgiu_u.. If at the expiration of the primary term or any time thercafter a shut-in oil or gas well is located on the leased premises, payments may be made in
accardance with the shut-in provisions hereof.

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased premises, after
once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days
after such cessation, and this lease shall remain in full force and effect for so long as such operaticns 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
efTect for so long as oil or gas is produced from the lcased premises in paying quantitics 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 leasc
shall remain in effect 50 long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more
than 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 havin.g
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 Lesses may pay as a shut-in oil or gas royaity an amount equal to double the annual rental pmvided in the
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease does not specify a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (51.00) per acre. To be cffective, each inigial shut-in ojl %as royalty
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must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
after 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)
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the month in which production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lesses may extend the
lease for four more successive periods of one (1) year by paying the same amount cach year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any
case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall ccase, but the lease shall remain effective
for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory
royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the same producing
reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly, one-half (1/2) to the Commissioner of the
General Land Office and one-half (1/2) to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is
produced from the well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises.
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, 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 acerue penalty and interest jn
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the

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

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

(A) VERTICAL. In the 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 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 terminaze as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, 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 | 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 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 further
terminate as to all depths below 100 feet below the total depth drilled (hereinafter "decper depths™) in each well located on acreage retained in Paragraph 16 (A)
abp?d, Sdnjess 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
confifleraflon for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to such decper depths, and said
termiflation shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths

coyesd b this lease.
L] L

(C) IDENTIFICATION AND FILING. The surface acreage retained hercunder as to each well shall, as nearly as practical, be in the form of a square with
the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within thirty (30) days after partial
termimation of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
de ﬁuu:. retained hercunder, The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed
by tha &emeral 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 (90)
days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hereunder and record such instrument at Lesses'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 all purposes.

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

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lzssee is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absencs of such drilling or reworking operations or production of oil

or gas.
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19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the 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 Lessec makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the
rental and royalties due the owner of the soil.

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the =ntire undividsd surfacs estate in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the s0il shall be paid to him
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lesses or his authorized representative must submit to the Commissioner of the General Land 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 Land
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production
cost allocable to such undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross. production.

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

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

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

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

24, WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) 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, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spiilage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollugang gnd shall be responsivic for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
andwgrik hatteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slush .II..S and cellars and completely clean up the drilling site of all rubbish thereon. Lesses shall, while conducting operations on the leased premises, keep said
prcmsesﬁt.e 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
cond:'h:m and contours as is practicable. Tanks and equipment will be kept painted and presentable.

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

undemthg &rms 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
lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal representatives, successors
and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and estates of Lzssce, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind Lessez 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 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 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 (0 pay rentals shall be apportioned as berween 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 arc 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 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.

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

(1) anominee of the owner of the soil; -
(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 partner or is an employes of such a partmership;
(4) a principal stockholder or employee of the corporation which is the owner of the soil;
(5) a partner or employee in a parmership which is the owner of the soil;
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustes, executor, administrator, receiver, or conservator for the
owner of the soil; or
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption.

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

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

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an autherized
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 weil 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 Commissien, or if
Lessec should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lesses 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 sufficient!y informed of the facts which authorize a
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By accsptance of this lease, Lessee grants the
State, in.a‘ddilion to the lien provided by Texas Natural Resources Code 52.136 and any other applicable starutory lien, an express contractual lien on and security
intus: n all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such
proceeds ire 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 €384 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 2ny damages or
loss thit Lésor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
forecldsed with or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lesses agrees that the
Coppissidher may require Lesses to executs and record such instruments as may be reasonably necessary to acknowledge, antach or perfect this lien. Lesses hereby
represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of
this lease. Should the Commissioner at any time determine that this representation is not true, thea the Commissioner may declare this lease forfeited as provided
herein.

.

-0 24. POOLING. Lessee is hereby granted the right to peol or unitize the royalty interest of the owner of the soil under this lease with any other leaschold
or mineral anterest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources
Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural

Resources Code 52.152.

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas aEd the owner of the soil, their officers, employees, parmers, agents,
contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action of every nature, or other
harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and expenses which are caused by the
activities of Lessee, its officers, 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 occasioned by Lessee’s breach of any of the terms or provisions of this Agreement, or by any other negligeat or strictly liable
act or omission of Lessee. Further, Lesses 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 atomneys' fees and
other legal expenses, including those related to environmental hazards, on the leased premises or in any way related to Lessee’s failurs to comply with any and all
environmental laws; those arising from or in any way related to Lesses's operations or any other of Lessee's activities on the leased premises; those arising from
Lessee’s use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this
Agreement or any other act or omission of Lessee, its dircctors, officers, employees, parters, agents, contractors, subcontractors, guests, invitees, and their respective
succsssors 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, employess. 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 REGARDTO
THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT,
CONCURRENT, ACTIVE, OR PASSIVE. - True and Correct
copy of
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other cavironmental medium -
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardous
Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
VIOLATION OF THE FOREGOING PROHIBITION OR (I) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL J
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 statutes will
prevail over any nonconforming lease provisions. X

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. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this lease shall
be the date found on Page 1. ’ :

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

Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised
for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. .
* o0

| Uy T

BY: diAY JOHNSON

TITLE:

.::..3 DATE: 7‘Z ’?/y

STATE OF STATE OF TEXAS

BY: ox V;/W} -/{/7,/714—1/ BY:

Indivitibially and as agent for the State of Texas Mark Stephens, Individually and as agent for the State of Texas

d i i i d
waa:l],12g in, his sole and separate propertme
ss# /

STATE OF TEXAS STATE OF TEXAS

BY:
Individually and as agent for the State of Texas

BY:
Individually and as agent for the State of Texas

Date:

Date;
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sTatEOF_laya 3 \ (CORPORATION ACKNOWLEDGMENT)

COUNTYOF/D\\Q\-QQj& .
BEFORE ME, the undersigned authority, day personally W_M_MQ A
“mown W ine o be the person whose name is subscribed to foiephginmt.u of

and acknowledged to me that be executed the same
for the purposes and consideration therein expressed, in the capacify stated, and as the act and deed of said corporation. :

Given under my hand and seal of office this the 3 O * \dayor:_) o 1998

R JUDY CL
SR ~ Notary Publ h
(5K)") \§TaTE Sreients

. Exp. 04/12/2000

for
(CORPORATION ACKNOWLEDGMENT)

STATE OF

COUNTY OF : \

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

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

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

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

Notary Pubilic in and for

STATEOF_| rAal (INDIVIDUAL ACKNOWLEDGMENT)
B YT
«* * % Before me, the undersigned authority, on this day personally appeared Mark Stephens, dealing in
o 0 his sole and separate property
known ® 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 thercin expressed.
b4 p4 TS > \ é
Given un axumw-ﬁ ol day of WA .I9Q,
; Notary Public )
.- STATE OF TEXAS
asee
“ee® “yw,Exp,MH?-&OOO Notary PubTic in and for
staTEOr _ “1in. (INDIVIDUAL ACKNOWLEDGMENT)
LY
comtvor__ flidland_
Before me, the undersigned authority, on this day personally appeared aa‘*"g 3 (&) \MIS on

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

consideration therein expressed.
Given under my hand and seal of office this the Q day of W 519 O(% ,

Y
ﬁ@ ',‘%‘T'ﬁﬁ,',‘fsﬁ'g?_‘f"cs Notary Public in and for Tocon

,,/5’ State of Texas
1%

o
\&\; Comm. Exp. 10-30-99

v e e o o o o e
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EXHIBIT “A”

Attached to a made a part of that certain Oil and Gas Lease dated June 25, 1998 between Mark
Stephens, as Lessor and Clay Johnson, as Lessee covering the following described lands, all in
Reeves County, Texas, being 1200 acres, more or less.

Tract 1: Section 33, Bloc-;kr 59, Public School Land Survey, Reeves County, Texas,
containing 640 acres, more or less.

Tract 2: The Southeast Quarter (SE/4) of Section 32, Block 59, Public School Land
Survey, Reeves County, Texas, containing 160 acres, more or less.

Tract 3: The North Half of the Northeast Quarter (N/2 NE/4), and all of the West Half
(W/2) of Section 34, Block 59, Public School Lands, Reeves County, Texas,
SAVE AND EXCEPT all that portion of the West Half (W/2) lying within the
240 acre tract described by metes and bounds as follows:

BEGINNING at a 1” iron pipe set for the S. W. corner of Section 35, the S. E.
corner of Section 34, and the S. E. corner of this Survey:

THENCE West 2418 feet to a 1” iron pipe set in the North line of Section 39, a
corner of this Survey;

THENCE N. 65 deg. 06’W. 3161.8 feet to a point in the East line of Section 33, a
corner of this Survey;

THENCE North 715.8 feet to a point in the East line of Section 33, a corner of
this Survey;

THENCE S. 72 deg. 03’E. 2155.6 feet to a 1-1/4” iron pipe set for a corner of this
Survey; "
THENCE N. 9 deg. 00" E. 1586.1 feet to a 1-1/4” iron pipe set for a corner of this
Survey;

THENCE East 516.1 feet to a point, a corner of this Survey;

THENCE South 202.7 feet to a point, a corner of this Survey;

THENCE East 2471 feet to a point in the West line of Section 35, the N. E. corner
of this Survey.
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copy of
Original filed in
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EXHIBIT "B"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JUNE
25, 1998, BY AND BETWEEN MARK STEPHENS AS LESSOR, AND CLAY JOHNSON, AS
LESSEE.

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.

v 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.

It OF TEXAS

COUNTY OF RFEVES 1, Diame 0. Flore, etk of the Coonly Contd i and
for said County and State do hegehy cextify that the foregaing & A troas and
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TEXAS GENERAL LAND OFFICE /ﬁ = 100163
GARRY MAURO
COMMISSIONER MEMORANDUM

DATE:  14-Aug-98

TO: Garry Mauro, Commissioner

Spencer Reid, Senior Deputy Commissioner

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

RE: Relinquishment Act Lease

Applicant:  Clay Johnson

County:  REEVES BaseFile #: 135383 (NN crot

Section: 33 Block: 59 Abstract: 4381
Survey: PUBLIC SCHOOL LAND
Prim. Term: 5 years Bonus/Acre $50.00
Royalty: 3/16 Rental/Acre $1.00
Consideration
Recommended: U 81999
Not Recommended:
Comments:
Lease Form
Recommended: 7//o

Not Recommended:

Comments:

Spencer Reid, Senior Deputy Date: 6] - - qg

Recommended: jgi

Not Recommended:

Garry Mauro, Commissioner Date:

Approved:
Not Approved:



RAL REVIEW SHEET

Transaction # 2737 Geologist: L. Collier

lessor  Stephens, David A. Leass Date: 6/25/98 | .
Lessas: Clay Johnson Acres: 300

LEASE DESCRIPTION

County BasaFlaNo Part Sec. Block Twp Survey

REEVES (unmy 135383 2 33 59 00  PUBLIC SCHOOL LAND
REEVES ouumu 153574  SEA : 32 59 00  PUBLIC SCHOOL LAND
REEVES — 153575 ~ W/2&N/2of NE/4 34 59 00  PUBLIC SCHOOL LAND
TERMS OFFERED TERMS RECOMMENDED

PrimaryTerm: ~ [Syears | PrimaryTerm |5 years

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

Rental/Acre: [ $1.00 | Rental/Acrg | $1.00

Royalty: 3116 Royalty 3116 |

COMPARISONS

MF # L8sses Date

Term

|
| |
|

||

|
=

=
—

AbstH
4381

6035
6036

Bonus/Ac.  Rental/Ac.  Royaity  Distance

Last Leass

|

| |

Comments: |First & second year rental is $1.00, third & fourth year rental is $16.67. Gross acres is 1200. ‘Also: Mark |
Stephens 300 acres.

|
i

Friday, August 14, 1998
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August 28, 1998

Mr. Drew Reid

£ B

..
ﬂ Triran RESOURCES, L.p.

VIA FEDERAL EXPRESS

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

o

Re: Proposed Relinquishment Act Oil and Gas Leases
covering lands in Culberson and Reeves Counties, Texas

Paragon

Dear Mr. Reid:

Prospect

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

1IE

500 W. Texas

Copy of page one (1) of Oil and Gas Lease dated June 29, 1998, between the State of
Texas, acting by and through its agent, Nora Lee Barnum, referred to as owner of the
soil, and Clay Johnson, Lessee. The terms of this Lease are as follows:.

The Lease covers 640 gross and 21.33 net acres;
Consideration being paid is $54.00 per net mineral acre;
Paid-Up Lease, no rentals due;

Primary term is five (5) years;

The royalty is 3/16.

MO0 >

Copy of page one (1) of Oil and Gas Lease dated June 29, 1998, between the State of Texas,
acting by and through its agent, Diane Kay Grant, referred to as owner of the soil, and Clay
Johnson, Lessee. The terms of this Lease are as follows:.

The Lease covers 640 gross and 16 net acres;
Consideration being paid is $54.00 per net mineral acre;
Paid-Up Lease, no rentals due;

Primary term is five (5) years;

The royalty is 3/16.

MU0

Copy of page one (1) of Oil and Gas Lease dated June 25, 1998, between the State of Texas,
acting by and through its agent, Lisa Good, referred to as owner of the soil, and Clay Johnson,
Lessee. The terms of this Lease are as follows:.

The Lease covers 1200 gross and 600 net acres;
Consideration being paid is $50.00 per net mineral acre;
$1.00 per net acre annual delay rentals;

Primary term is five (5) years;

The royalty is 3/16.

MO0 >

Copy of page one (1) of Oil and Gas Lease dated June 29, 1998, between the State of Texas,
acting by and through its agent, Mary Nell Hinson, referred to as owner of the soil, and Clay
Johnson, Lessee. The terms of this Lease are as follows:.

The Lease covers 640 gross and 21.33 net acres;
Consideration being paid is $54.00 per net mineral acre;
Paid-Up Lease, no rentals due;

Primary term is five (5) years;

The royalty is 3/16.

poGcRE

« Suite 500 + Midland, Texas 79701 « Fax: (915) 687-0192 + Office: (915) 682-6612
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Mr. Drew Reid
General Land Office
August 28, 1998

Page 2

5 Copy of page one (1) of Oil and Gas Lease duted June 22, 1998, between the State of Texas,
acting by and through its agent, Georgia L. Breeden, referred to as owner of the soil, and Clay
Johnson, l.essce. The terms of this Lease are as [ullows:,
A, The Leasc covers 640 gross and 320 net acres;
B. Consideration being paid is $54.00 per net mineral acre;
c, Paid-Tp Lease, no rentals due;
D. Primary term is five (5) years;
E. The royalty is 3/16,

6. Copy of page one (1) of OQil and Gas Lease dated June 29, 1998, between the State of ‘Texas,

acling by and through its agent, Sybil Tane Bryce Lipton, referred 1o as owner of the goil, and Clay
Johnson, L.essce. The terms of this Leage are as follows:,

The Lense covers 640 gross and (4 nel actes;
Consideration being paid is $54.00 per net mincral acre;
Paid-Up Lease, no rentals due;

Primary term is five (5) years,

The royalty is 3/16.

EO0w>

We have previously received epproval from the Texas General Land Office for leases of the same lands as covered
by the above described leases, which wero taken upon the same terms and for the samc congideration as the subject
leases.

On July 20, 1998, severul leases and checks were forwarded to you for processing. As discussed in your recent
telephone conversation with Clay Johnson, the Willlam N. Booth Lcase covered {ee lands instead of mineral
clasgsified Jands. Accordingly, pursuant o your request, the lease bonus, filing and processing fees covered by this
lease arc being held by the Gencral Land Oftico as a credit due Titan Resources, 1. P. Titan Resources, L. P.
Check No. 1959 in the amount of $4,320.00 and §125.00 out of Titan Check No. 2052 equal a total credit due Titan
in the amount of $4,445.00. Please apply $45.00 of this credit together with Tilan Resources, L. P. Check No. 2445
in the amount of $555.00 to cover the required processing fees for handling he enclosed 6 Oil and Gas [.eases,

Plense acknowledge the approval of the above leases by the State of Texas, by signing and retuning one copy of
this letter.  Should you have any queslions concerning this matter, please do not hesitate to contact me.

Very truly yours, AGREED TO AND AcCEPTID THIS ) O pAYOF
1998,

State ithzelal Luand Ofﬁ/

J. Robert Rea
Landman
Enclosures

PAHOMINRBEBCCAVIGLO4.LTR.DOC
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HTAN HEDUURLED, L.I.

ACQUISITIAN GNRSEIYRiER OF THE GENERAL LAND OFFICE 8/17/98
PARAGON #299:Lease Bonus Payment in full of the 1/2 Lease Bonus

Consideration due the State of Texas
for Oil & Gas Lease dated 06/25/98
from the State of Texas by Agent, Mark
Stephens, dealing in his sole and separate
property, Lessor, in favor of Clay Johnson,
Lessee, covering All of Section 33; SE/4
Section 32; and lg E@gﬁam and all of the
W/2 Section 34/ ?‘o K 39, ﬁﬁ%su?vcyf_) an
Reeves County, Texas. AL

00282

. 10

thcking Lease Bonus

LA R L)
L] L
.e .

TITAN RESOURCES, L.P.
ACQUISITIENANASSIRER OF THE GENERAL LAND OFFICE 8/17/98
PARAGON #299:Lease Bonus Payment in full of the 1/2 Lease Bonus
Consideration due the State of Texas
for Oil & Gas Lease dated 06/25'98
from the State of Texas by Agent, Mark
Stephens, dealing in his sole and separate
property, Lessor, in favor of Clay Johnson,
Lessee, covering All of Section 33; SE/4
- Section 32; and tg' é\l/%wim, and all of the

W/2 Section 34/ %ock i ﬁgﬁ%&urvcy,

Reeves County, Texas.

Checking " Lease Bonus

002326

7,500.00

X 7,500.00

002326

7,500.00

7.500.00



HHTAN HEDUUHULED, L.«

ACQUISITIENMNASSHBNER OF THE GENERAL LAND OFFICE 8/17/98 002322

PARAGON #299:1.ease Bonus Payment in full of the 1/2 Lease Bonus 7.500.00
Consideration due the State of Texas
for Oil & Gas Lease dated 06/25/98
from the State of Texas by Agent, David
A. Stephens, dealing in his sole and separate
property, Lessor, in favor of Clay Johnson,

i Lessee, covering All of Section 33; SE/4 of
* ee Section i% N/2NE/4, and All of W/2 of Section aANA -~
o:::'. . 34/BMt %) PST Stvey, Reeves County, e o i O U 2 8 1
. Texas.
"Oo-:
. .
i L a ] :. a
o0 ™Y
Checking Lease Bonus X 7.500.00
TITAN RESOURCES, L.P. 002322
ACQUISITIEHNMISSIBNER OF THE GENERAL LAND OFFICE 8/17/98
PARAGON #299:1.ease Bonus Payment in full of the 1/2 Lease Bonus 7,500.00

Consideration due the State of Texas
for Oil & Gas Lease dated 06/25/98
from the State of Texas by Agent, David
A. Stephens. dealing in his sole and separate
property, Lessor, in favor of Clay Johnson.
Lessee, covering All of Section 33; SE/4 of

" Section 32: N/2NE/4, and All of W/2 of Section
34/@%!{%‘5’. PSI” Rutvey, Reeves County,

Texas.

| %

Checking Lease Bonus 7,500.00
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TITAN RESOURCES, L.r.

September 16, 1998 VIA FEDERAL EXPRESS

Mr. Drew Reid

Texas General Land Office

Stephen F. Austin

Building

1700 North Congress Avenue

Austin, Texas 787

01

Re: (6) Relinquishment Act Oil and Gas Leases

covering

lands in Reeves County, Texas

Paragon Prospect

Dear Mr. Reid:

With reference to

the following described Oil and Gas Leases covering lands in Reeves County, Texas, enclosed

herewith please find the following:

500 W. Texas

Certified copy of Paid-Up Oil and Gas Lease dated June 29, 1998, between the State of Texas, acting
by and through its agent, Noralee Barnum, referred to as owner of the soil, and Clay Johnson, Lessee,
covering Section 9, Block 55, PSL Survey, Reeves County, Texas. Titan Resources, L.P. Check No.
2418 made payable to the order of Commissioner of the General Land Office of the State of Texas
in the amount of $575.91, representing payment in full of lease bonus consideration (1/2 due the State
of Texas) for the above mentioned Oil and Gas Lease.

Certified copy of Paid-Up Oil and Gas Lease dated June 29, 1998, between the State of Texas, acting
by and through its agent, Diane Kay Grant, referred to as owner of the soil, and Clay Johnson, Lessee,
covering Section 46, Block 57, PSL Survey, Reeves County, Texas. Titan Resources, L.P. Check No.
2431 made payable to the order of Commissioner of the General Land Office of the State of Texas
in the amount of $432.00, representing payment in full of lease bonus consideration (1/2 due the State
of Texas) for the above mentioned Oil and Gas Lease.

Certified copy of Oil and Gas Lease dated June 25, 1998, between the State of Texas, acting by and
through its agent, Lisa R. Good, referred to as owner of the soil, and Clay Johnson, Lessee, covering
Section 33, The Southeast Quarter (SE/4) of Section 32, The North Half of the Northeast Quarter (N/2
NE/4) and all of the West Half (W/2) of Section 34 save and except a 240 acre tract lying in the West
Half of Section 34, All of said Sections being in Block 59, PSL Survey, Reeves County, Texas. Titan
Resources, L.P. Check No. 2437 made payable to the order of Commissioner of the General Land
Office of the State of Texas in the amount of $15000.00, representing payment in full of lease bonus
consideration (1/2 due the State of Texas) for the above mentioned Oil and Gas Lease.

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



Mr. Drew Reid

General Land Office
September 16, 1998

Page 2

n

Certified copy of Paid-Up Oil and Gas Lease dated June 29, 1998, between the State of Texas, acting
by and through its agent, Mary Nell Hinson, referred to as owner of the soil, and Clay Johnson,
Lessee, covering Section 9, Block 55, PSL Survey, Reeves County, Texas. Titan Resources, L.P.
Check No. 2420 made payable to the order of Commissioner of the General Land Office of the State
of Texas in the amount of $575.91, representing payment in full of lease bonus consideration (1/2 due
the State of Texas) for the above mentioned Oil and Gas Lease.

Certified copy of Paid-Up Oil and Gas Lease dated June 22, 1998, between the State of Texas, acting
by and through its agent, Georgia E. Breeden, referred to as owner of the soil, and Clay Johnson,
Lessee, covering Section 8, Block 55, Twp. 5, T&P Ry. Co. Survey, Reeves County, Texas. Titan
Resources, L.P. Check No. 2433 made payable to the order of Commissioner of the General Land
Office of the State of Texas in the amount of $8640.00, representing payment in full of lease bonus
consideration (1/2 due the State of Texas) for the above mentioned Oil and Gas Lease.

Certified copy of Paid-Up Oil and Gas Lease dated June 29, 1998, between the State of Texas, acting
by and through its agent, Sybil Jane Bryce Lipton, referred to as owner of the soil, and Clay Johnson,
Lessee, covering Section 9, Block 55, PSL Survey, Reeves County, Texas. Titan Resources, L.P.
Check No. 2416 made payable to the order of Commissioner of the General Land Office of the State
of Texas in the amount of $1728.00, representing payment in full of lease bonus consideration (1/2
due the State of Texas) for the above mentioned Oil and Gas Lease.

With regard to the payment of the required filing fees for handling the enclosed 6 Oil and Gas Leases, enclosed please
find a copy of the request for credit by letter dated September 9, 1998, accepted by the Texas General Land Office on
September 11, 1998. Per the terms of this letter, we would like to apply the $150.00 filing fee toward the existing credit
balance thereby leaving $330.00 as a credit for future terms.

In addition to the above referenced leases and copy of request for credit by letter, enclosed is a copy of request for
approval of the leases by letter dated August 28, 1998, accepted by the Texas General Land Office on September 10,
1998. As soon as the leases transmitted herewith have been approved and filed, please advise this office of the assigned
Mineral File Number. If additional information is required, please do not hesitate to contact the undersigned. Thank
you for your continued cooperation and courtesy in this matter.

/dss
Enclosures

Very truly yours,

A

. Robert Ready
Landman
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TITAN RESOURCES, L.P.
ACQUISITI%I(\J) CHECKI

N
MMI SSIO%ER OF THE GENERAL LAND OFFICE

PARAGON #299:Lease Bonus

Checking Lease Bonus

Payment in full of 1/2 Lease Bonus Consideration
due the State of Texas for Oil and Gas Lease

dated 06/25/98 from the State of Texas by

Agent, Lisa R. Good, dealing in her sole and separate
property. Lessor, in favor of Clay Johnson, Lessee,
covering All of Section 33; SE/4 Section 32; and
N/2NE/4 and All of W/2 of Section 34, Save

and Except 240 acres in W/2, Block 59, PSL

Survey, Reeves County, Texas.

1V

-

8/27/98 19.9) .0% 3 7

99003431
\(o7

15,000.00
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Texas General
Land Office

David Dewhurst
Commissioner

Stephen F. Austin Building

1700 North
Congress Avenue

Austin, Texas
78701-1495

512-463-5001

February 3, 1999

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

Re: RELINQUISHMENT ACT LEASE No. M-100163
Lisa R. Good, Lessor
1200 acres out of Sec. 33, Blk. 59, PSL Survey
Reeves County, Texas

Dear Mr. Ready :

The certified copy of the Relinquishment Act lease covering the above
referenced tract has been approved and filed in our records under mineral file
number M-100163. Please refer to this number in all future correspondence
concerning the lease.

Your remittance of $30,175.00, 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,

D s R

Drew Reid
Minerals Leasing

Energy Resources
(512) 475-1534

MT/DR
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; Lease Numb;} Book/Vol Page Entry County / Parish State
TX299-389-182-003-00 600 404 |[AMENDMENT000106 REEVES TX
Lease Date | 06/25/98

acting by and

Lease Name: | [,, Good: State of Texas, ET AL,

Legal Description

more or less.

Tract 1: Section 33, Block 59, Public School Land Survey, Reeves County, Texas, containing 640 acres,

(SE/4) of Section 32, Block 59, Public School Land Survey, Reeves County, Texas, containing 160

Tract 2: The Southeast Quarter
acres, more or less.

and all of the West Half (W/2) of Section 34, Block 59, Public

The North Half of the Northeast Quarter (N/2 NE/4),
(W/2) lying within the 240 acre tract

Tract 3:
SAVE AND EXCEPT all that portion of the West Half

School Lands, Reeves County, Texas,
described by metes and bounds as follows:

the §. E. corner of Section 34, and the S§. E. corner of this

|IBEGINNING at a 1" iron pipe set for the S. W. corner of Section 35,

Survey;
THENCE.Hest 2418 feet to a 1" iron pipe set in the North line of Section 39, a corner of this Survey;
aee

anust a. 65 deg. 06'W. 3161.8 feet to a point in the East line of Section 33, a corner of this Survey;
INDIAN/ST/FED LSE# M-100163 * SEE LEASE FOR ADDI

PRQ??ECT TX299 - PARAGON
payee (s) Account Number AmanE//’
00.00

szaf:'e; of Texas

Gété¥al Land Office
1700 N. Congress Avenue
Agsi®in, TX 78701 QQN T A
eee * 2 3IU n'\Jka ]-

CHECK # 100349

RN - Period Beg. 06/25/1999 DELAY RENTAL

INSTRUCTIONS TO DEPOSITORY: You have been designated as depository for the above described payment. Please credit the proceeds
Should any difficulty of any nature arise, DO NOT RETURN our check, but

thereof to the parties named and in the amounts indicated.
make the deposit to the credit of the party named in a special account, and advise us as soon as possible for further instructions.

) 100349
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Lease Number Book/Vol Page Entry County / Parish State

2 .

TX299-389-182-001-00 600 404 |AMENDMENTO000106 REEVES TX

Lease Name: | D, Stephens: State of Texas, ET AL, acting by and Lease Date | 06/25/98

Legal Description

Tract 1: Section 33, Block 59, Public School Land Survey, Reeves County, Texas, containing 640 acres, more or less.

Tract 2: The Southeast Quarter (SE/4) of Section 32, Block 59, Public School Land Survey, Reeves County, Texas, containing 160

acres, more or less.

Tract 3: The North Half of the Northeast Quarter (N/2 NE/4), and all of the West Half (W/2) of Section 34, Block 59, Public
School Lands, Reeves County, Texas, SAVE AND EXCEPT all that portion of the West Half (W/2) lying within the 240 acre tract

described by metes and bounds as follows:

BE)RQHNG at a 1" iron pipe set for the S. W. corner of Section 35, the §. E. corner of Section 34, and the §. E. corner of this
sur%ty; *

Tuiﬁég'qpst 2418 feet to a 1" iron pipe set in the North line of Section 39, a corner of this Survey;

THENGE N. 65 deg. 06'W. 3161.8 feet to a point in the East line of Section 33, a corner of this Survey;

PROSPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100163 * SEE LEASE FOR ADDI}.
o w00
qusga% Account Number ATount
Sthe of Texas 150.00
Genkral Land Office
1700 N. Congress Avenue .
Austin, TX 78701 QQ =
i i h‘ljr E}
RN - Period Beg. 06/25/1999 DELAY RENTAL CHECK # 100345

INSTRUCTIONS TO DEPOSITORY: You have been designated as depository for the above described payment. Please credit the proceeds
thereof to the parties named and in the amounts indicated. Should any difficulty of any nature arise, DO NOT RETURN our check, but
make the deposit to the credit of the party named in a special account, and advise us as soon as possible for further instructions.

0\

100345
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Lease Numbgr Book/Vol Page Entry County / Parish State
L) i "y

TX299-389-182-002-00 600 404 (AMENDMENTO000106 REEVES TX

Lease Name: | M, Stephens: State of Texas, ET AL, acting by and Lease Date | 06/25/98

Legal Description

Tract 1: Section 33, Block 59, Public School Land Survey, Reeves County, Texas, containing 640 acres, more or less.

Tract 2: The Southeast Quarter (SE/4) of Section 32, Block 59, Public School Land Survey, Reeves County, Texas, containing 160

acres, more or less.

Tract 3: The North Half of the Northeast Quarter (N/2 NE/4), and all of the West Half (W/2) of Section 34, Block 59, Public
School Lands, Reeves County, Texas, SAVE AND EXCEPT all that portion of the West Half (W/2) lying within the 240 acre tract

described by metes and bounds as follows:

BEGINNING at a 1" iron pipe set for the S. W. corner of Section 35, the S. E. corner of Section 34, and the S§. E. corner of this
Survey;
Tﬂﬁﬂ;ﬁ West 2418 feet to a 1" iron pipe set in the North line of Section 39, a corner of this Survey;

.
THEN&ECNA 65 deg. 06'W. 3161.8 feet to a point in the East line of Section 33, a corner of this Survey;

QRQQPECT TX299 - PARAGON INDIAN/ST/FED LSE# M-100163 * SEE LEASE FOR ADDI.
fé&ee(s) Account Number Amornt
éﬁg&g of Texas 50.00

Gemeral Land Office
17GQ!N. Congress Avenue
Aﬁgpun, TX 78701

99045080

RN - Period Beg. 06/25/1999 DELAY RENTAL CHECR. # 100347

INSTRUCTIONS TO DEPOSITORY: You have been designated as depository for the above described payment. Please credit the proceeds
thereof to the parties named and in the amounts indicated. Should any difficulty of any nature arise, DO NOT RETURN our check, but
make the deposit to the credit of the party named in a special account, and advise us as soon as possible for further instructions.

y

100347
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Check #101014

Property Id / MMS Eff. Date Recording Information State County/Parish
TX299-389-182-002-00 06/25/1998 | 08/27/98 BK 592 PG 767 ENTRY 002356 Texas
M-100163

Reeves

Property Name / Lessor
State of Texas, acting by and through its agent, Mark Stephens, sole and separate property

Property Legal Description
Tract 1: Section 33, Block 59, Public School Land Survey, Reeves County, Texas, containing 640 acres, more or less.

Tract 2: The Southeast Quarter (SE/4) of Section 32, Block 59, Public School Land Survey, Reeves County, Texas, containing 160 acres, more or less.

Tract 3: The North Half of the Northeast Quarter (N/2 NE/4), and all of the West Half (W/2) of Section 34, Block 59, Public School Lands, Reeves County,
Texas, SAVE AND EXCEPT all that portion of the West Half (W/2) lying within the 240 acre tract described by metes and bounds as follows:

BEGINNING at a 1" iron pipe set for the S. W. corner of Section 35, the S. E. corner of Section 34, and the S. E. corner of this Survey;
THENCE West 2418 feet to a 1" iron pipe set in the North line of Section 39, a corner of this Survey;

Payee Name & Address
State of Texas

SSN/Tax Id Number
Gener.ag l.gnd Office
1700 J\{ Congress Avenue

Federal Tax Withheld
3 0.00
Aushg,j){ +/8701 \ /;1 \ Account Number
. /
- : LR T ] :

Total Bank Charges
N 0.00
Pzyneend | Period Payment Amount Bank Service Property Property
Due l_)afe (in months) Description Due Charges Sub-Type Sub-Id
06/25/20p0 12 DELAY RENTAL 150.00 0.00
H @ 3
u‘_‘l i
T T | [ 0.00] 0.00] |
Ul
> =
[ =] | [ 0.00] 0.00] [
W c
&Q <
i [ [ 0.00] 0.00] I
e - N ™
=) Uil O 242
v | | | 0.00] 0.00] [ TN
! 7 . J N ~
Todon Kodoscees L.P

N 15D .
Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the proceczﬁf&reo&fﬁhi rjliea
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediat -






Check # 101012

Property Id /| MMS

Eff. Date

Recording Information

State

County/Parish

TX299-389-182-001-00
M-100163

06/25/1998

08/27/98 BK 592 PG 777 ENTRY 002357

Texas

Reeves

Property Name / Lessor

State of Texas, acting by and through its agent, David A. Stephens, sole and separate property

Property Legal Description

Tract 1: Section 33, Block 59, Public School Land Survey, Reeves County, Texas, containing 640 acres, more or less.

Tract 2: The Southeast Quarter (SE/4) of Section 32, Block 59, Public School Land Survey, Reeves County, Texas, containing 160 acres, more or less.

Tract 3: The North Half of the Northeast Quarter (N/2 NE/4), and all of the West Half (W/2) of Section 34, Block 59, Public Scheol Lands, Reeves County,
Texas, SAVE AND EXCEPT all that portion of the West Half (W/2) lying within the 240 acre tract described by metes and bounds as follows:

BEGINNING at a 1" iron pipe set for the S. W. corner of Section 35, the S. E. corner of Section 34, and the S. E. corner of this Survey;
THENCE West 2418 feet to a 1" iron pipe set in the North line of Section 39, a corner of this Survey;

stot

Payee Name & Address

SSN/Tax Id Number

Statg pf Jexas

Gemgral Land Office

1700 . Congress Avenue
Austin, TX, 78701

Federal Tax Withheld

0.00

Account Number

. : . oo: \/} \
o Total Bank Charges
i 0.00
Pgymept Period Payment Amount Bank Service Property Property
Die Patg | (in months) Description Due Charges Sub-Type Sub-Id
06/25/2000 12 DELAY RENTAL 150.00 0.00
i ] 0.00] 0.00 [
/| | 0.00] 0.00] [
/! | 0.00 0.00] [
| iy 1~
¥Y Jledg .
// | 0.00] 0.00] |
' 0 v D F o - -
Todan Xosonces )t X 15D .60

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the procee %ereo tDtT Teé
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediatél¥l = ff
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Check #101016

Property Id /| MMS Eff. Date Recording Information State County/Parish
TX299-389-182-003-00 06/25/1998 | 09/15/98 BK 593 PG 727 ENTRY 002570 Texas Reeves
M-100163

Property Name / Lessor

State of Texas, acting by and through its agent, Lisa R. Good, sole and separate property

.
LA ®

Property Legal Description

T:Elc?.t:l:'Sectlon 33, Block 59, Public School Land Survey, Reeves County, Texas, containing 640 acres, more or less.
Tra.&. 2’. The Southeast Quarter (SE/4) of Section 32, Block 59, Public School Land Survey, Reeves County, Texas, containing 160 acres, more or less.
-

-
Tratfﬁ‘:. The North Half of the Northeast Quarter (N/2 NE/4), and all of the West Half (W/2) of Section 34, Block 59, Public School Lands, Reeves County,
Tek%s, g.WE AND EXCEPT all that portion of the West Half (W/2) lying within the 240 acre tract described by metes and bounds as follows:

L

BEGIANING at a 1" iron pipe set for the S. W. corner of Section 35, the S. E. corner of Section 34, and the S. E. corner of this Survey;
THENCEV!est 2418 feet to a 1" iron pipe set in the North line of Section 39, a corner of this Survey;

i Payee Name & Address SSN/Tax Id Number
State of Texas ’—'\“‘ % K =
General Land Office \\ \\ W SSA AN S Federal Tax Withheld
1700 N. Congress Avenue \ (\\\ \S R - 0.00
Austin, TX 78701 o o Aot NaThes
! - 1
TR e — SR 701 |
\rb\\ \ X L ks LJ L U L Total Bank Charges
0.00
Payment Period Payment Amount Bank Service Property Property
Due Date | (in months) Description Due Charges Sub-Type Sub-Id
06/25/2000 12 DELAY RENTAL 300.00 0.00
/1] l I 0.00 | 0.00 | I
[l | | 0.00 | 0.00 | |
/1] [ I 0.00] 0.00] [
/1] l I 0.00] 0.00] [

Instructions to depository: you have been designated as depository for the above described payment(s). Please credit the procetmtbereoitbﬂf ﬁTeé
named and in the amounts indicated. Should any difficulty arise, make the deposit in a special account, and contact us immediat -
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AMENDMENT OF OIL AND GAS LEASES
Reference is made to the oil and gas leases described on Exhibit *A™ attached hereto and
made a part hereof for all purposes (the “Subject Leases”), by and between the State of Texas,
acting by and through its respective agents, David A. Stephens whose address is P. O. Box 149,
Pecos, TX 79772, Mark Stephens whose address is 209 S. Oak, Pecos, TX 79772, and Lisa R.
Good whose address is 13705 S. 129" East Ave., Broken Arrow, OK 74011-7414, referred to in
the Subject Leases as the owner of the soil, listed on Exhibit "A" opposite the heading "Lessor
Name".
The owner of the soil referred to in the Subject Leases, acting as agent for the State of
Texas, being the owner of one-half (1/2) of all rights to delay rentals, production royalties,
minimum royalty and shut-in royalties under and pursuant to the terms of the Subject Leases, and
Pure Resources, L.P. whose address is 500 W. Illinois, Midland, TX 79701, and Mobil
Producing Texas & New Mexico Inc. whose address is P. O. Box 2180, Houston, TX 77252-
2180, as the present Lessee, desire to amend the Subject Leases, as provided below.
For adequate, mutual and reciprocal consideration, the receipt and sufficiency of which is
acknowledged, the owner of the soil referred to in the Subject Leases, acting as agent for the State
of Texas, and Pure Resources, L.P. and Mobil Producing Texas & New Mexico Inc., as Lessee,
do hereby amend the Subject Leases, as follows:
L
Paragraph 3 of each of the Subject Leases is hereby amended by adding as an additional
sentence, the following:
“Notwithstanding anything in this lease to the contrary, the amount of delay
rental for purposes of payment of minimum royalty as provided for in Paragraph
5 of this lease and for purposes of payment of shut-in royalties as provided for in
Paragraph 14 of this lease shall be $1.00 per acre.”
IL.
Except as herein amended, the Subject Leases remain ptherwise as previously written.
Dated as of the date of acknowledgement below, but effectivff as of January 1, 2001.
DAWFA. §tephens
Individually and as agent for the State of Texas
) “
Mark Stephens
Individually and as agent for the State of Texas
Lisa R. Good '
Individually and as agent for the State of Texas
PURE RESOURCES, L.P., by and through its
General Partner, PURE RESOURCES I, INC.
: : >
g ,/ 7
By: /% 5 Z < »é\/
Dan P. Colwell, Vice President
Acquisitions, Divestitures & Land
1
/
=l
\wntserveriiconner\Reudy\Stephens et al doc
True and Correct
copy of
Original filed in
Reeves County

Clerks Offlice
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MOBIL PRODUCING TEXAS & NEW
MEXICO INC.

p

John R. Gallogly
Attorney-In-Fact

STATE OF TEXAS

Q9D
COUNTY OF’E\i-BEA-NB

o O

This instrument was acknowledged before me on the 33 ¢\, day of §5%QEQN , 2001
by David A. Stephens.

JUDY CLARK AN PN mﬁ”
Notary Public Notary Pubilic  \\

STATE OF TEXAS
My Comm. Exp. 04/12/2004

el Print Name: 5\%\\\\ Q\Q&\L

Commission Expires:

STATE OF TEXAS

F-% eSS
COUNTY OF MIDLAND.

o s

This instrument was acknowledged before me on the a3 day of&&h(w\\w 2001,
by Mark Stephens.

TN R ;x("\\\ —\ m
JLdDY CLARK Notary Publ
Otary Public '_
STATE OF TEXAS Print Namc&:—_g oy Q\%.\\(\a
My Comm_ Exp. 04/12/2004 S

Commission Expires:

STATE OF FEXAS—Chlihoma

COUNTY OF MIBEAND T(L|S

o s

This instrument was acknowledged before me on the 52 3/5 day of ( gz 2001,
by Lisa R. Good.

Notary Public }X
'l””’
Print Name: Ar) N ﬂ.&ﬂ
Q‘ . 7 -4@‘?—
Commission Expires: Cp L
: ! PUBLIC % 3
T~ % INANDFOR 2 3
= STATE OF >
= Wors 8
=% ’f‘.?!‘f)-"@ S
2y \
~, % SA 00\3".\
MELPPITIIL
2
W\ntserver\tconner\Ready\Stephens et al.doc

copy of
Original filed in
Reeves County
Clerks Office
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STATE OF TEXAS §
COUNTY OF MIDLAND g

.
The foregoing instrument was acknowledged before me this éyé day ofﬁ ZQUJ(;
2001, by Dan P. Colwell, as Vice President-Acquisitions, Divestitures & Land of PURE
RESOURCES I, INC., a Delaware Corporation, on behalf of said corporation, as general partner
of PURE RESOURCES, L.P., a Texas Limited Partnership.

AT,

LISA R WORTHAN

4
/

/ /M/ LU p S Ddin

&

J\G}  NOTARY PUBLIC
=
X

A
&
QJ‘{“"’/ State of Texas
OF

: %5“Comm. Exp. 09-20-2004

C/N;_J’tary Public, State of Texas

STATE OF TEXAS

COUNTY OF _ /7 itat s

Print Name:

Commission Expires:

§
§
§

2001, by

The Ibrcgoh]goﬂl;lrﬁ:namggzi;knuwledgcd before me this 2 /27 day of /& Aete H,

, as of
MOBIL PRODUCING TEXAS & NEW MEXICO INC., a Delaware Eixﬁim"jiaﬁ,'on behalf of

sald corporation.

DAVID M. FRAZIER
Notary Public, State of Texas

My Commission Expires
March 08, 2005

Wntserveritconner\Ready\Stephens et al doc

— ,

Yoo 7k )
< ——7 4,,9,_7)’,_
Npt:q;y”f’ublic Lo

< Print Name:

Commission Expires:

T

True and Correct
copy of
Original filed in
Reeves County
Clerks Office
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Exhibit ‘A
Lease Number; TX299-389-182-001-00
St/Fed Lease No: M-100163
Lessor: State of Texas, acting by and through its agent, David A. Stephens, sole and separate property
Lessee: Clay Johnson
Lease Date: 06/25/1998
Gross Acres: 1200.0000
Recording Info: 08/27/98 BK 592 PG 777 ENTRY 002357
State: Texas
County: Reeves

Legal Description:  Tract 1: Section 33, Block 59, Public School Land Survey, Reeves County, Texas, containing 640
acres, more or less.

Tract 2: The Southeast Quarter (SE/4) of Section 32, Block 59, Public School Land Survey,
Reeves County, Texas, containing 160 acres, more or less.

Tract 3. The North Half of the Northeast Quarter (N/2 NE/4), and all of the West Half (W/2) of
Section 34, Block 58, Public School Lands, Reeves County, Texas, SAVE AND EXCEPT all that
portion of the West Half (W/2) lying within the 240 acre tract described by metes and bounds as
follows:

BEGINNING at a 1" iron pipe set for the S. W. corner of Section 35, the S. E. corner of Section
34, and the S. E. corner of this Survey;

THENCE West 2418 feet to a 1" iron pipe set in the North line of Section 39, a corner of this
Survey,;

THENCE N. 65 deg. 06'W. 3161.8 feet to a point in the East line of Section 33, a corner of this
Survey;

THENCE North 715.8 feet to a point in the East line of Section 33, a corner of this Survey;
THENCE S. 72 deg. 03'E. 2155.6 feet to a 1-1/4" iron pipe set for a corner of this Survey;
THENCE N. 9 deg. 00' E. 1586.1 feet to a 1 - 1/4" iron pipe set for a corner of this Survey;
THENCE East 516.1 feet to a point, a corner of this Survey;

THENCE South 202.7 feet to a point, a corner of this Survey;

THENCE East 2471 feet to a point in the West line of Section 35, the N. E. corner of this Survey.

Amendment Recordation:
Culberson: Recorded 01/27/1999, Volume 78, Page 905, Amendment #51483
Reeves : Recorded 01/14/1999, Volume 600, Page 404, Amendment #000106

Lease Number: TX299-389-182-002-00

St/Fed Lease No; M-100163

Lessor: State of Texas, acting by and through its agent, Mark Stephens, sole and separate property
Lessee: Clay Johnson

Lease Date: 06/25/1998

Gross Acres: 1200.0000

Recording Info: 08/27/98 BK 592 PG 767 ENTRY 002356

State: Texas

County: Reeves

Legal Description: Tract 1: Section 33, Block 59, Public School Land Survey, Reeves County, Texas, containing 640
acres, more or less.

Tract 2: The Southeast Quarter (SE/4) of Section 32, Block 59, Public School Land Survey,
Reeves County, Texas, containing 160 acres, more or less.

Tract 3: The North Half of the Northeast Quarter (N/2 NE/4), and all of the West Half (W/2) of
Section 34, Block 59, Public School Lands, Reeves County, Texas, SAVE AND EXCEPT all that
portion of the West Half (W/2) lying within the 240 acre tract described by metes and bounds as
follows:

BEGINNING at a 1" iron pipe set for the S, W. corner of Section 35, the S. E. corner of Section
34, and the S. E. corner of this Survey,

THENCE West 2418 feet to a 1" iron pipe set in the North line of Section 39, a corner of this
Survey;

THENCE N. 65 deg. 06'W. 3161.8 feet to a point in the East line of Section 33, a corner of this
Survey;

THENCE North 715.8 feet to a point in the East line of Section 33, a corner of this Survey;
THENCE S. 72 deg. 03'E. 2155.6 feet to a 1-1/4" iron pipe set for a corner of this Survey;
THENCE N. 9 deg. 00" E. 1586.1 feet to a 1 - 1/4" iron pipe set for a corner of this Survey;
THENCE East 516.1 feet to a point, a corner of this Survey;

Page 1
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THENCE South 202.7 feet to a point, a corner of this Survey;
THENCE East 2471 feet to a point in the West line of Section 35, the N. E. corner of this Survey.

Amendment Recordation:
Culberson: Recorded 01/27/1999, Volume 78, Page 905, Amendment #51493
Reeves : Recorded 01/14/1999, Volume 600, Page 404, Amendment #000106

Lease Number: TX298-389-182-003-00

StFed Lease No: M-100163

Lessor: State of Texas, acting by and through its agent, Lisa R. Good, sole and separate property
Lessee: Clay Johnson

Lease Date: 06/25/1998

Gross Acres: 1200.0000

Recording Info: 09/15/98 BK 593 PG 727 ENTRY 002570

State: Texas

County: Reeves

Legal Description: Tract 1. Section 33, Block 59, Public School Land Survey, Reeves County, Texas, containing 640
acres, more or less.

Tract 2. The Southeast Quarter (SE/4) of Section 32, Block 58, Public School Land Survey,
Reeves County, Texas, containing 160 acres, more or less.

Tract 3: The North Half of the Northeast Quarter (N/2 NE/4), and all of the West Half (W/2) of
Section 34, Block 59, Public Scheol Lands, Reeves County, Texas, SAVE AND EXCEPT all that
portion of the West Half (W/2) lying within the 240 acre tract described by metes and bounds as
follows:

BEGINNING at a 1" iron pipe set for the S. W. corner of Section 35, the S. E. corner of Section
34, and the S. E. corner of this Survey;

THENCE West 2418 feet to a 1" iron pipe set in the North line of Section 39, a corner of this
Survey,;

THENCE N. 65 deg. 06'W. 3161.8 feet to a point in the East line of Section 33, a corner of this
Survey,

THENCE North 715.8 feet to a point in the East line of Section 33, a corner of this Survey;
THENCE S. 72 deg. 03'E. 2155.6 feet to a 1-1/4" iron pipe set for a corner of this Survey;
THENCE N. 9 deg. 00' E. 1586.1 feet to a 1 - 1/4" iron pipe set for a corner of this Survey,
THENCE East 516.1 feet to a point, a corner of this Survey;

THENCE South 202.7 feet to a point, a corner of this Survey;

THENCE East 2471 feet to a point in the West line of Section 35, the N. E. corner of this Survey.

Amendment Recordation:
Culberson: Recorded 01/27/1999, Volume 78, Page 905, Amendment #51493
Reeves : Recorded 01/14/1999, Volume 600, Page 404, Amendment #000106

ExhPURE1 frx

Ffrue and Gorreét
copy of
Original filed in
Reeves County
Clerks Office
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ARY PROVISIOR HEREIN WHICH RESTRICTS THE SALE, RENT, |
OR USE 8F THE DESCRIBED REAL PROPEKTY BECAUSE O COLDR ‘
OR RACE 1S INYALID AND UNENFORCEABLE UNDER FEDLRAL

LAW
FILE NO. 984
FILED FOR RECORD ON THE 9TH

; DAY OF A.D. 2001 AT 2:39 P
—_— _APRIL —£:57 Y. M.
DULY RECORDED ON THE 10TH _ pay or APRIL A.D. 2001 AT 3:00 P. n | '
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE

STATE OF TEXAS

COUNTY OF REEVES

The above and foregoing is a full, true and correct photographic copy of the
original record now in my lawful custody and possession, as the ?rﬁe is
filed/recorded in the public records of B officIe. found in VOL. 4|

pace_ 11 ThHRU 15 . CIAL PUBLIC
RECORDS

| hereby certiiedon 1 1TH APRIL 2001
% DIANNE O. FLOREZ, COUNTY CLERK

). § REEVES COUNTY, TEXAS
& m&w?@_uepm




