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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997

Paid-Up
OIL AND GAS LEASE

nuswnsam:sm.ndamdmm 25 gayof AUGUSE 19 98 | between the State of Texas, acting by and through its
agent,____Sharon B. St. Clair and G A ;

—thelr sole and separate property Eﬁn‘%(%s}
Frontier, Midland. TX (GBG said agent

(Give Permanent Address)
herein referred to as the owner of the soil (whether one or more), and CLAY JOHNSON -
203 W. Wall, §u1te 800 KoK
Midland, TX 01 ‘
(Give Permanent Address)

hercinafter called Lessee.

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

W/2 of Section 46, Block 56, Public School Land Survey

containing__ 320 acres, more or less. The bonus consideration paid for this lease is as follows:

To the State of Texas: Four Thousand Three Hundred Twenty and 00/100-————————

Dollars(S__4,320.00 )

To the owner of the soil: Four Thousand Three Hundred Twenty and 00/100-—-———————

-:.::, Dollars(3___4,320,00 =)
i Total bonus consideration: Eight Thousand Six Hundred Forty and 00/100-—-—-———————
L Dollars(S___8,640.00 )
‘Q:t&gutbmmconsndmuonpudmpmuabonmof Fifty Four and 00/10Q0-—c-—————ooeeo o
Dollars ($ 54.00 ) peracre,on __16(0  netacres.
Ppeesd o TERM. Subjcctmlheotherpmvisionsinthisleasl;.ﬂli-‘lms’ﬂ“b‘f“"m"r Five (5) years: fom thisdae

(herein called "primary term”®) and as long thereafter as oil and gas, or cither of them, is produced in paying quantities from said land.
(u uscdin this lease, the term "produced in paying quantities® means that the receipts from the sale or other authorized commercial use of the substance(s) covered
exceedbut of pockst operational expenses for the six months last past.
*,Sf_'e- Exhlblt mA attached for Pd-—Up De].ay Rental Prov151on shovn as Paragra ph #40.

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

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

True and Correct
copy of
Qriginal filed in
Reeves County



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

the soil:

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

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

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

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined
as oil insubpangraph(A)above.mdueedﬁnmanywellonsaidlandé ccglspmvid:dhaeinﬁthmpcctmgnpmomedin a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 71 ths  part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
most approved method of testing being used by the industry at the time of testing.

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

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
whether said gas be "casinghead,” "dry,” or any other gas, by fractionating, bumning or any other processing shall be . 3/16ths part of the
ghsaraduction of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market
va}yq tp be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the
Pasjs*ofthe average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

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

.

sessss 6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner
8f the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties

« 3S7¥iNg to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its royalty in
tind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessce's obligations, whether express or implied,

under this lease.

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

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

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

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



and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks,
or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and
market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall pe
accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty paymeat was due, then Lessec owes a penalty of 5% on the royalty or
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater.
In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State’s portion of
the royalty or to that portion of the royalty in dispute as to fair market value. - .

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

(B) PERMITS, DRILLING RECORDS. Written notice of all operations oa this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of 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 govenmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the lcased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word *State.” Lessec 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 da 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. Lessce shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when
due. The penalty for late filing shall be set by the General Land Office administrative rule which is cffective on the date when the materials were due in the General
Land Office.

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and production
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or
gas §rogn, 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
dals, 8 goMpletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annigl qelay 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
cdtggltted and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations
until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this
leagg by conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
ph;dutzi-n 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 ferm hereof, Lessce may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the
okrinli&l 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
terminafe. 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

- . . P

accordance with the shut-in provisions hereof.
Sssee :

¢ * 12. DRELLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being
#sadugld 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
dilling or reworking of any additional well are prosecuted in good faith and in-workmanlike manner without interruptions totaling more than sixty (60) days during
any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease.

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

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well* means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing cil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than 51,200 a year for each well capable of producing oil or gas in paying quantitics. If Paragraph 3 of this lease does not specify a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (§1.00) per acre. To be effective, each initial shut-in oil or gas royalty



must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessce ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2)
1o the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be
a producing lcase and the payment shall extend the term of the lease for 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 il or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year.

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and
delivered in paying quantities from a well 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) feet of the leased premises.
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval,

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

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate
as 10 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 ficld 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 thercupon terminate as to all acreage not thereafter allocated to said well or wells for
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of
ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for existing
roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands™), for access to and from the
retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands.

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with
e we.ﬁ 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
tegmination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or
depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed
*hy ahesGeneral 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)
aa)’s alter being réquested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
o depthd 10 be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the

Genetil Land Office and such designation shall be binding upon Lessee for all purposes.

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

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

True and Correct
copy of

Original filed in

Reeves County

Almulea MHIAA

or gas.




19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults in
payments owed on the Icased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other liens
on the leased premises. If Lessee makes payments on 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} PRCPCRTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purportedly leased under this lease and the acrual 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 10 such undivided interest. However, in no event shall the Commissioner of the General Land Office reccive as a royalty on the gross production
allocable to the undivided interest not leased an amount less than the value of one-sixteenth (1/16) of such gross. production.

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

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

without the prior consent of the owner of the soil.

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or 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
forcgoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
pollutant and shall be responsibic for all damage to public and private properties.. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank batteries 50 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
slysh s and ccllars and completely clean up the drilling site of all rubbish thercon. Lessee shall, while conducting operations on the leased premises, keep said
premiscs free of all rubbish, cans, bottles, paper cups or garbage, and upon completion of operations shall restore the surface of the land to as near its original
cqm:igw. and contours as is practicable. Tanks and equipment will be kept painted and presentable.

L] .

. 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Leasec op the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
I¢ase UipfEss the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from any well capable of producing oil
and gas jn paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General

@ice 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

undgr the terms of this paragraph.

-l :. 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 assigr:ed. in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal r_cprescnt_a!ives. successors
apd us.:gns However, a change or division in ownership of the land, rentals, or royalties will not enla;gc the obligations of Lessee, diminish the rights, privileges
and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisces, legal
representatives or assigns) fumnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or 2
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, relicve and discharge Lessee of all subsequent obligations under this lcase. 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 arc timely paid or tendered; however, if the assignor or assignee does not filc a
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilitics, and penalties owed to the State by the original lessee or any
prior assignee of the lease, including any liabilitics to the State for unpaid royalties.

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

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

(3) a partnership in which the owner of the soil is a partner or is an employee of such a.partnership;

(4) aprincipal stockholder or employee of the corporation which is lhe. owner of the soil; True aﬂd Correet

(5) a partner or employee in a partnership which is the owner of the soil; - f
copy ©

Original filed in
Reeves County
Clerks Office




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

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the owner of the soj
and piace oi record a reicase or releases covering any portion or portions of the leased premises, and thereby surrender this lease 45 to such portion or portions, and be
relicved of all subscquent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release will
not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. -

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

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument, including the
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral agreements conceming the
development of 0il 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 Lesses or an authorized
agent should knowingly make any false return or false report concemning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good
faith as requirced by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee should fail o file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the area covered
by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security

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
précetds arc 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
sutn Jrtged minerals in order to sccure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or
lo#s*that®Lessor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be
foreclosed with or without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the
gangnlgsioncr may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, amach or perfect this lien. Lessee hereby
represests 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
ﬂilc.af Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided

in.e

= « 34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other leasehold
ar ‘Mitral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved by the School Land
Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease pursuant to Texas Natural Resources

848 £52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lcasc satisfics the exccution requirements stated in Texas Natural

Resources Code 52.152.

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

CONCURRENT, ACTIVE, OR PASSIVE.



36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medium
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardous
Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic
substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in coanecticn with il 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
YIOLATION OF THE FOREGOING PROHIBITION OR (I) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE 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 HAZARDOQUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

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

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the
General Land Office of the State of Texas. Ouce the filing requircments 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 lcase must be filed of record in the office of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not
effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the General Land Office in accordance with
Texas Narural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised
for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. -
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STATE OF (CORPORATION ACKNOWLEDGMENT)

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

of

known to me to be the person whose name is subscribed to the foregoing instrument, as
and acknowledged 1o me that he exccuted the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. x

Given under my hand and seal of office this the day of ;19 ™
’ Notary Public in and for
: Trndividwa )
STATE OF ma'o : (CORPORATION ACKNOWLEDGMENT)

COUNTY OF, MICU\EULLOL

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

(laty C}o}’&ﬂm

known to me to be the person whose name is subscribed to the foregoing instrument, es-
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 (ﬂ day of (QCf'O bVL - > !992 -
............... 2 ipiePlatkonre

4 :
S\ ROHCANTONE § s e, J2
State of Texas
Comm. Exp. 10-30-99
NN N I (INDIVIDUAL ACKNOWLEDGMENT)

ST e

STATE OF Wx_‘;—
COYNTY OF \Tooy s

. .
S Before me, the undersigned authority, on this day personally appearsd Sharon B. St. Clair, dealing 1in

-2’ her sole and separate property
known td’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

conslderation therein expressed.
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BETTY V. GRANT Betts Y. syttt
saseet Notary Public, State of Texas Notary PublicV‘m and for M_g(/
N ) My Commission Exp. 03-08-09
StaTEoF_[eXdS I (INDIVIDUAL ACKNOWLEDGMENT)

countyor M id 1 gnd

Before me, the undersigned authority, on this day personally appeared_GWendolyn B. Geltemeyer, dealing

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

consideration therein expressed.
Fem ber 1947 "

ex.
Given under my hand and seal of office this the / (/ day of

5

Notary Public in and for 78 X4s

ELIZABETH M. CARROLL
NOTARY PUBLlcS
/ XA
/ M\/SgoArIrE.OEL:pTFO-SO-OO True and Correet
= copy of
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Clerks Office
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EXHIBIT "A"

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

AUGUST 25,

1998, BY AND BETWEEN SHARON B. ST. CLAIR AND GWENDOLYN B.

GELTEMEYER, AS ’LESSOR, AND CLAY JOHNSON, AS LESSEE, AND COVERING THE W/2 OF

SECTION 46, Bi.,OCK 56, PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS.

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

in advance for the Four (4) Year Period on the net mineral acres indicated in this Lease.

THE STATE OF TEXAS
COUNTY OF REEVES 1, Dianne 0. Florez, Clerk of the County Court in and
!va‘(b.r-'):md ':cdr) bwm’vt‘::ﬂfh foregoing at'"l and

dn‘_"i &_S

l‘"ﬂ'

ﬁch fornmrdinmyuf’ﬁoettns ] 0 dayof pu .

1993_ File No. &0

recorded in the C nﬂ

T <
m TOCER Y WH]CH, “lmcssmyh-§ d and official seal &t Pecos, Texas this

19

, & Records of Reeves County,

?: QD DIANNE O. FLOREZ COUNTY CLERK
Deputy. REEVES COUNTY, TEXAS

True and corract
copy of
Original filed in
Reeves County
Clerks Office
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General Land Office
Relinquishmnt Act Lease Form
Revised, September 1997
Paid-Up
OIL AND GAS LEASE
ﬂﬂSAGREEM[-:NTumademdenmdmmm 25 ¢syor ﬁggggys_a_e , between the State of Texas, acting by and through jts
g ohn W. ach dealing in their sole and
separate nrooertv 7534 Tri City Beach Rd., Baytown,
TX 77520 said agent
’ (Give?mmAddu? :
herein referred to a5 the owner of the soil (whether one or more), and CLAY JOHNSON
: 203. W. Wall, Suite 800 XZX
Midland, TX 79701
(Give Permanent Address)

hereinafter called Lessee.

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and pafonnedby
Lessee under this lease, the State of Texas Idingbymdthmughmeumrofthcsoi!.hacbymIusesmdleuumolmee.brmcsolemdomymof
prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other structures
thereon, to produce, save, take care of, treat and wansport said products of the lease, the following lands siczted in___ Reeves County, State
of Texas, to-wit: x

W/2 of Section 46, Block 56, Public School Land Survey

containing_ 320 acres, more or less. The bonus consideration paid for this lease is as follows:
To the State of Texas: Four Thousand Three Hundred Twenty and 00/100--—-————--
Dollars(S__ 4, 320.00 )
To the owner of the soil: FOur Thousand Three Hundred Twenty and 00/100-—-——————-
. e DOlIars(S 41?’20.00 )
! il Total bonus consideration:__Eight Thousand Six Hundred Forty and 00/100---------
.:::‘: Dollars(S___8.,640.00 )
ﬂewellbommmdmnonpudmpmmbomof Fifty Four and 00/100-—-——————————————
LRE Dollars (§ 54.00 ) peracre,on 1 60 net acres.

S TERM. Subject to the other provisions in this lease, this lease shall be foratermof ___Five (5) years  gom thisdae
(hereh calléd "primary term”) and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land.
As used in this lease, the term "produced in paying quantitics® mcans that the receipts from the sale or other authorized commercial use of the substance(s) coversd
exceed out ¢f pocket operational expenses for the six months last past.

LEL L]

*See EXh1b1t "A" attached for Pd- Up Delay Rental Prov1s1on shmm as Paragraph #40.

said land), the amount specified
TEXAS, AT AUSTIN, TEXAS, a like

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

delivered on or before
be succeeded b

e True a qd Correct
) V-pr of
‘ Original filed in
\’ "/ Reeves County
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4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the owner of

the soil:

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

condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, shall be
3/16ths part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the

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

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gascous substances not defined *
as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of
gasoline, liquid hydrocarbons or other products) shall be 3/16ths part of the gross production or the market value thereof, at the option of the
owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for gas of comparable quality in
the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; provided that the maximum pressure base
in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60)
degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the
most approved method of testing being used by the industry at the time of testing.

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

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons)
whether said gas be "casinghead,” "dry,” or any other gas, by fractionating, buming or any other processing shall be 3/16ths part of the
gross pseduction of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such market
valugtg b2 determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is produced, or 2) on the
basig g(ﬂ‘lc average gross sale price of each product for the same month in which such products are produced; whichever is the greater.

.

5 MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royaltics
pud under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shail be due and payable on or
beim: i:eiasl day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the amount of royalties paid during the
pn:cedmg . If Paragraph 3 of this lease does not specify a delay rental amount, then for the puzposes of this paragraph, the delay rental amount shall be one

dol.lf{s ’ ) per acre.

®* 6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the Commissioner
of thg Seplral Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the payment of any royalties
accrding tdf such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General Land Office’s right to take its royalty in
king s3}| ot diminish or negate the owner of the soil's or the Commissioner of the Ge.iera! Land Office's rights or Lesses's obligations, whether express or implicd,

unde? this fease.

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

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

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

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



A |

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

' market value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be

accompanied by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being
paid on each lease. If Lessce pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or
$25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater.
Ia addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) days overdue.
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law
nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of
the royalty or to that portion of the royalty in dispute as to fair market value. . .

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually famish 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 Attorncy General, the Govemor, or the representative of any of them. ]

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such
written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, completion reports and
plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any other govemmental
agency shall include the word "State” in the title. Additionally, in accordance with Railroad Commission rules, any signage on the leased premises for the purpose of
identifying wells, tank batteries or other associated improvements to the land must also include the word "State.” Lessee shall supply the General Land Office with
any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the above-described premises, which may be
requested by the General Land Office, in addition to those 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 1o the General Land Office within fifteen (15) days after the making of said survey.

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

; 11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, duiing the primary term hereof and prior to discovery and production
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and actual production of oil or
gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from
date of camapletion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next
annulldelay 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
complgigd and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further operations
until Ye, &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,conducting additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of
produggipn ypder 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
primlrx terpg 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
u:miu:m d#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
acmrdal.wc with the shut-in provisions hercof.

seeedd. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. I, at the expiration of the primary term, neither oil nor gas is being
productd 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
drilligg ewedvorking of any additional well are prosecuted in good faith and in- workmanlike manner without interruptions totaling more than sixty (60) days during
any on® sucl 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 lcase.

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

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having
jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in
force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable
production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the
lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantitics. If Paragraph 3 of this lease does not specify a delay rental
amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (§1.00) per acre. To be effective, each initial shut-in oil or gas royalty



must be paid on or before: (1) the expiration of the primary term, (2) 60 days after the Lessce ceases to produce oil or gas from the leased premises, o (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2)
to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be
a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month
following the moath in which production ceased, and, after that; if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the
lease for four more successive periods of one (1) year by paying the same amount each year on or before the expiration of 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 premiscs 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. Thcbmamqmﬁnﬁnﬁciemfufowmsmhembymnyingmwmq
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
pmdtmdﬁomﬂwwellc:usingd:ednimgeoﬂhnhmplemdhthesamepududngmuvoirmdhmdwiminmmomd(l.oomtmnfmclmdpn:mism.‘
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the
difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in
accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset -
wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the

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

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has
been completsd on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or welis as may be

reasonably necessary for the proper development of the leased premises and in marketing the production thereon.

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

retained lands and for the gathering or transportation of oil, gas and other mincrals produced from the retained lands.

LA .

*. " .IC) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to cach well shall, as nearly as practical, be in the form of a square with
the well logated 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
terralpasag 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
dcpdu.not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee prescribed
by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90)
dayw :lﬂd!.!ing réquested 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 sxpense in the county or counties where the lease is located and in the official records of the

ch:dhéd Office and such designation shall be binding upon Lessee for all purposes.

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation to protect
the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased premises shall drill as many
wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In
addition, if 0il and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being
drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the leased premises shall in good faith begin the drilling of a well or
wells upon the leased premises within 100 days after the draining well or wells or the well or wells completed within 1,000 feet of the leased premises start producing
in commercial quantities and shall prosecute such drilling with diligence. Failure to satisfy the starutory offset obligation may subject this lease and the owner of the
soil's agency rights to forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph.

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, from
conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, strikes, acts of God, or
any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lesses
shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause,
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this paragraph shall suspend the
payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of such drilling or reworking operations or production of oil
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19. WARRANTY CLAUSE. The owner of the soil warrants and aén:cs to defend title to the leased premises. 1f the owner of the soil defaults in
., Ppayments owed on the lcased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, taxes or other liens
on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the cost of these payments from the

rental and royalties due the owner of the soil.

20. (A) FROPORTIONATE KEDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall be paid to him
in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner of the
General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of
the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written statement which explains the
discrepancy between the interest purportedly leased under this lease and the actual interest owned by the owner of the soil. The Commissioner of the General Land
Office shall be paid the value of the whole production allocable to any undivided interest not covered by a lease, less the proportionate development and production
zost 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, aponion of the land covered by this lease is included within the boundaries
oflpooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 52.151-52.154, or
if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total amount described herein.
payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or otherwise severed, so that
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the.
boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

without the prior consent of the owner of the soil.

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or 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
spillage, sccpage or ground watsr contamination. In the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other
poilutant and shall be responsibie for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits
and tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all
slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said
prerpies’fhae 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
condifiofl ind contours as is practicable. Tanks and equipment will be kept painted and presentable.

LE LR
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** 26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed by
Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the termination of this
lease ldpsqhe owner of the soil grants Lessee an extension of this 120-day pcnod. However, Lessee may not remove casing from any well capable of producing oil
and gn in paying quantitics. Additionally, Lessce may not draw and remove casjing until after thirty (30) days written notice to the Commissioner of the General
Land Officesand 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

underéfie teams of this paragraph.

L

2J. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this leasz, the rights and estates of either party to this
Iméwumlgmd 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. JHowever, a change or division in owncrship of tic land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges
and &PAAYT Lessee, impair the effectiveness of any payment made by Lessee or impair the cffectiveness of any act performed by Lessee. And no change or
division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal
representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, including the original recorded muniments of title (or a
certified copy of such original) when the ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest
assigned, rclieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of
the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a
certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental due
under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any

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

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

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

(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership;

(4) a principal stockholder or employee of the corporation which is the owner of the sail; .
(5) a partner or employee in a partmership which is the owner of the soil; P I'rue and Correct
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(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the
owner of the soil; or
(7) afamily member of the owner of the s0il or related to the owner of the soil by marriage, blood, or adoption.

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

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

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

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

interests.

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum withia thirty days after it becomes due, or if Lesses or an autherized
agent should knowingly make any false return or false report concemning production or drilling, or if Lessee shall fail or refuse to drill any offsct well or wells in good
faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lesses should fail to file reports in the manner
required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights
acquired under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a
forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this
lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future
compliance with the provisions of the law and of this lcase and the rules and regulations that may be adopted relative hereto.

33. LIEN. In accordance with Texas Natural Resources Cade 52,136, the State shall have a first lien upon all oil and gas produced from the arca 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 leass, Lessee grants the
State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security
interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased mincrals, whether such
proeccds are held by Lessec 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 feadd 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, A3 %gs0r 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
forecftled 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
CommbMsioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lesses hereby
reprg#efs 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 l#ase. *Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided
mr:*lt. L ‘E

* 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 either of them upon the same terms as shall be approved by the School Land

Boardind 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 52.181-52.153. The ownar of the soil agrees that the inclusion of this provision in this Ieass satisfies the execution requirements stated in Texas Natural

Resd§ 2 thde 52.152.

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

CONCURRENT, ACTIVE, OR PASSIVE.



36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of
any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other environmental medium
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessce shall not bring or permit to remain on the leased premises any asbestos
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term “Hazardoys
Substance” is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic

“substances under any federal, state, or local law or regulation (“Hazardous Materials™), except ordinary products commonly used in connection with oil and gas
exploration and development operations and stored in the usual manner and quantitics. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION
SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND
DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES,
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS’ FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF ma
VIOLATION OF THE FOREGOING PROHIBITION OR (1) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON,
'UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE SHALL
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE’S
OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL
AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE
HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT.

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as the
Relinquishment Act, and other applicable stautes 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. i '

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the
General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this lease shall
be the date found on Page 1. ' ‘ . :

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County
Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not
effective until a 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. )
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8 I LESSEE
elelte BY: JOHNSON
e TITLE:
.‘l. : X
. DATE: /095
..-0 E

B. Griffin ludiviaﬁﬂ!yandasaqemformeStauochxzs John W. Bush,

STATE GRTEXAS T sl _
LS L) BY /’{/z/‘:é?%f\

Individually and gs 4gent for the State as Becky . ;

dt?i:l‘i’hb 3 e&jole and separate propertyomc?eallag/}p c}&gf sole and sepgigggrty
SS : ss+ I

STATE OF TEXAS STATE OF TEXAS

BY: : BY:

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

Date:

Date:

True and Correct
copy of

Original filed in

Reeves County
Clerks Office




STATE OF (CORPORATION ACKNOWLEDGMENT)

COUNTY OF
BEFCRE ME, tie undersigned authority, on this day personally appeared

of

known to me to be the person whose name is subscribed to the fm"egoing instrument, as

and acknowledged 10 me that he exccuted the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. .

Given under my hand and seal of office this the day of 19,
: - Notary Public in and for
- nd Vidied
STATE OF LJM(,QO - (‘gemmeuwmowwmmmn

countyor___ Y \(MM
BEFORE ME, the undersigned authority, on this day personally appeared C@QJ@( QOW

known to me to be the person whose name is subscribed to the forcgoing instrument, &=
s 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 scal of office this the, (ﬁ day of 0%
> -ﬂ:";"‘;- " MONICA MARLOWE ¢  Notary Public in and for W
@ﬁ NOTARY PUBLIC
* i
AP jo
E OF

of

/ State of Texas
5 10-30-99
7/ Comm. Exp. 10-30-99 ¢ : (INDIVIDUAL ACKNOWLEDGMENT)

2 e P,

e i i

STATE OF JL)&( (W
COUNTY OF H{}O\)\w

. o9 . . . '
*,*, . Before me, the undersigned authority, on this day personally appeared__ Becky B. Griffin, dealing in
wweell8L Sole and separate property

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

consiae.mion therein expressed.
%L\ day of S@'&—Mbﬁx , 19 98

-"-.G.iven under my handandsesePaREEHIET ;
L]
. SHELENA A. GUIDE Gw ‘Cﬂ(_
fa*e NOTARY PUBLIC Sra g
v | STATE OF TEXAS R
sssces ¢ § N / My Comm. Exp. 04-20-02

[ ] L] ‘ :
8 'F’"F“‘ b (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF L.M\j\ Vs

Before me, the undersigned authority, on this day personally appeared_JOhn W. Bush, dealing in his sole

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

consideration therein expressed.

Given under my hand and seal of office this the Cl ‘*"'{’\ day Uf&( {?-}TQY"\ b‘Q/\- , 19 4 9
%L\n Lra G X

SHELENA A. GUIDE Notary Public in and for C-_j-L\CM
NOTARY PUBLIC
\ STATE OF TEXAS
N oF e My Comm. Exp. 04-20-02 .
e e A True and Cerrest
copy of
Original filed in

Reeves County
Clerks Office




EXHIBIT "A"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED
AUGUST 25, 1998, BY AND BETWEEN BECKY B. GRIFFIN AND JOHN W. BUSH, AS LESSOR,
AND CLAY JOHNSON, AS LESSEE, AND COVERING THE W/2 OF SECTION 46, BLOCK 56,
PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS.

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

THE STATE OF TEXAS

w-‘ \‘u": ()1 l\ \IS 1, Diannc QT‘rn Cic ch‘”rf’;"“f Courtin and
D"‘ MM -Au 25
33 o, T 104"~ oo
QL 1@%‘7 oGt Py LS
CJCL] b t(’ Reoords
L Y WHICH, Witness oy hanghyed ¥illcial seal at
G* M v qcz True and €orrest
TIANNE O, FLOREZ COLNTY CTiR copy of
- Original filed in

Reeves County
Clerks Office
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RAL REVIEW SHEET

Transaction £ 2894 Geologist: L. Collier

lesso-  Griffin, Becky B., and John W. Bush Leasa Date: 8/25/98 | -

Lesses: Clay Johnson Acres: 160

LEASE DESCRIPTION

County BasaFilaNo Part Sec. Block Twp Survey Abst#
REEVES 100679 Wi2 46 56 00 PUBLIC SCHOOL LAND 2597
TERMS OFFERED TERMS RECOMMENDED

Primary Term: Syears Primary Term 5 years

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

Rental/Acre: $1.00 Rental/Acre $1.00 |

Royalty: 316 Royalty 13/16

COMPARISONS

MF # Lessea Date Term Bonus/Ac.  Rental/Ac.  Royalty  Distance

Gomments: |Gross acres 320. Paid up rental.

aorovat,_CIR3 10:27

Wednesday, October 21, 1998

Last Leasa



RAL REVIEW SHEET

Transaction 2898 Geologist: L. Collier

Lessor St. Clair, Sharon B. and Gwendolyn B. Geltemeyer Lease Date: 8/25/98 Uk

Lesses: Clay Johnson Acres: 160

LEASE DESCRIPTION

County BasaFilsNo Part Sec. Block Twp Survey Abst#

REEVES 100679 Wi/2 46 56 00 PUBLIC SCHOOL LAND 2597
"\ 11 \

TERMS OFFERED TERMS RECOMMENDED

Primary Term: 5 years | Primary Term 5 years

Banus/Acre: | $60.00 | Bonus/Acrs | $50.00

Rental/Acre: L $1.00 ] Rental/Acre | $1.00

Royalty: 3116 | Royalty 3/16

COMPARISONS

MF # Lessee Date Term Bonus/Ac.  Rental/Ac.  Royalty  Distance

\ | Last Leass

C Gross acres 320. Paid up rental. :

Amruvut? 1\ S 162792

Wednesday, October 21, 1998




‘TEXAS GENERAL LAND OFFICE

GARRY MAURO

COMMISSIONER MEMORANDUM
DATE:  21-Oct-98

TO: Garry Mauro, Commissioner

Spencer Reid, Senior Deputy Commissioner

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

RE: Relinquishment Act Lease

Applicant:  Clay Johnson

County: REEVES Base File #: 100679
Section: 46 Block: 56 Abstract: 2597
Survey: PUBLIC SCHOOL LAND

Prim. Term: 5 years Bonus/Acre $50.00

Royalty: 3/16 Rental/Acre $1.00

Consideration

Recommended:
Not Recommended:

Comments:

Lease Form

Recommended: @ ”/ /’/44

Not Recommended:

Comments:

Spencer Reid, Senior Deputy Date: | | l {2[45?

Recommended: ﬁ Z[

Not Recommended:

Garry Mauro, Commissioner Date:

Approved:
Not Approved:




ACQUISITION CHECKING

COMMISSIONER OF THE GENERAL LAND OFFICE 11/4/98 O 2 8 6 2

PARAGON #299:Lease Bonus

Payment in full of 1/2 Lease Bonus Consideration due _\4.320.00
the State of Texas for Paid-Up Oil & Gas Lease {

dated 08/25/98 from the State of Texas by Agent

Becky B. Griffin & John W. Bush, each dealing in their

sole and separate property, Lessor, in favor of Clay

Johnson, Lessee, covering the W/2 of Section 46, 9 by O j 4 ‘/1 N 5
Block 56, PSL Survey, Reeves County, Texas. ' v
23 )
/i_/
- o0
-
. %
LA LN )
- L ]
ae .
.
Mtegkhg Lease Bonus 4.320.00
. .0
L]
. :. .0 :
TITAN RESOURCES, L.P.
ACQUISITIQN CHERINSKER OF THE GENERAL LAND OFFICE 1174198 002862
*PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration due 4,320.00
esse -E the State of Texas for Paid-Up Oil & Gas Lease
" dated 08/25/98 from the State of Texas by Agent
Becky B. Griffin & John W. Bush, each dealing in their
sole and separate property, Lessor, in favor of Clay
Johnson, Lessee, covering the W/2 of Section 46,
Block 56, PSL Survey, Reeves County, Texas.
c2
(ot §
{ s
“:ﬁ "s o
O -
w2
. ®
. o b
Checking Lease Bonus

4,320.00



TITAN RESOURCES, L.P. "
ACQUISITION CHECKING

COMMISSIONER OF THE GENERAL LAND OFFICE 11/5/98

PARAGON #299:Lease Bonus

.

a .l‘ :
* (wecking

TITAN RESOURCES, L.P.

Lease Bonus

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

dated 08/25/98 from the State of Texas by Agent

Sharon B. St. Clair & Gwendolyn B. Geltemeyer, Lessor,
in favor of Clay Johnson, Lessee, covering the W/2 of
Section 46, Block 56, PSL Survey,

Reeves County, Texas.

\’7 9

GRUSITIQN SHERKINSNER OF THE GENERAL LAND OFFICE 11/5/98

cseee ¢PARAGON #299:Lease Bonus

C
Checking Lease Bonus

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

dated 08/25/98 from the State of Texas by Agent

Sharon B. St. Clair & Gwendolyn B. Geltemeyer, Lessor,
in favor of Clay Johnson, Lessee, covering the W/2 of
Section 46, Block 56, PSL Survey,

Reeves County, Texas.

W0

002883

£ 4,320.00

X

=
—s
£
&%)
«
G

4,320.00

002889

4.320.00

4,320.00
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TEXAS GENERAL LAND OFFICE

GARRY MAURO
COMMISSIONER

TO:

FROM:

RE:

Garry Mauro, Commissioner
Spencer Reid, Senior Deputy Commissioner

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

Relinquishment Act Lease

Applicant:  Clay Johnson
County: REEVES
Section: 46 Block: 56

PUBLIC SCHOOL LAND

Bonus/Acre
Rental/Acre

Survey:

Prim. Term: 5 years

Royalty: 3/16

Consideration
Recommended: L:;-ZYG’,;. /027 04
Not Recommended:

Comments:

Lease Form

Recommended: @ (i //f/ﬁi’

Not Recommended:

Comments:

Spencer Reid, Senior Deputy

uT

MN- oo 195
briod~crp
MEMORANDUM

DATE:  21-Oct-98

100679
2507

Base File #:
Abstract:

$50.00
$1.00

Recommended:
Not Recommended:

Garry Mauro, Commissioner

Date:

Date: || ‘k \Zlqg

Approved: @ ]

Not Approved:
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Garry Mauro, Commissioner 1700 North Congress Avenue
Austin, Texas 78701-1495
(512) 463-5001

hl'l’ Texas General Land Office Stephen F. Austin Building

December 18, 1998

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

Re: RELINQUISHMENT ACT LEASE NO. M-100195
W2 of Sec. 46, Blk. 56, PSL
Reeves County

Dear Mr. Ready:

The certified copy of the Relinquishment Act Lease covering the above referenced tract has
been approved and filed in our records under mineral file number M-100195. Please refer to
this number in all future correspondence conceming the lease.

Your remittance of $4,445.00, 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,

e WA

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

DR:MT:mrg

Printed on recycied paper with soybean ink
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TrtaNn RESOURCES, Lr.

April 13, 1999 VIA FEDERAL EXPRESS

Mr. Drew Reid

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

Re:

Relinquishment Act Oil & Gas Lease dated August 25, 1998
Sharon B. St. Clair & Gwendolyn B. Geltemeyer, Agent for

the State of Texas, Lessor, covering lands in Reeves County, Texas
Titan Lease No. TX299-389-287-002-00

Paragon Prospect

State Mineral File No. M-100195

Dear Mr. Reid:

esse Pursuant to our meeting on March 26, 1999, in which you requested that we review certain matters and provide copies

««"® Sof materials related to certain Relinquishment Act leases, enclosed herewith please find the following:

L] -

e o],

.I..l:z-

esss
L

"Teee

Certified Copy of Paid-Up Oil and Gas Lease dated August 25, 1998 between the State of Texas, acting by
and through its Agent, Sharon B. St. Clair and Gwendolyn B. Geltemeyer, referred to as owner of the soil,
and Clay Johnson, Lessee, covering the W/2 of Section 46, Block 56, PSL Survey, Reeves County, Texas.

Copy of request for approval of the above lease by letter dated October 13, 1998 from J. Robert Ready,
Landman, to Drew Reid, accepted by the Texas General Land Office on November 3, 1998,

Copy of request for credit by letters dated September 22, 1998 and September 28, 1998, both accepted by
the General Land Office on September 30, 1998. $100.00 of said credits were used to cover the required
processing fee in connection with the above request for approval.

Copy of letter dated November 11, 1998 from J. Robert Ready, Landman, to Drew Reid, Texas General Land
Office, where a certified copy of the above lease was transmitted to the General Land Office for filing.

Copy of request for credit by letter dated September 22, 1998, accepted by the General Land Office on
September 30, 1998. $25.00 of said credit was used to cover the required filing fee in connection with the
above lease transmittal.

Titan Resources, L.P. Check Number 2889 made payable to the order of Commissioner of the General Land
Office of the State of Texas in the amount of $4,320.00 representing payment in full of the lease bonus
consideration due the State of Texas for the above lease.

If additional information is required, please do not hesitate to contact the undersigned. Thank you for your continued
cooperation and courtesy in this matter,

Yours very truly,

K

J/Robert Ready
andman

WIB/dss
Enclosures

500 W. Texas + Suite 500 + Midland, Texas 79701 * Fax: (915) 687-0192 + Office: (915) 682-6612
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ﬁ Titan RESOURCES, L.».

October 13, 1998

Mr. Drew Reid VIA FEDERAL EXPRESS
Texas General Land Office

Stephen F. Austin Building

1700 North Congress Avenue

Austin, Texas 78701

Re:  Proposed Relinquishment Act Oil and Gas Leases (14)
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:

L Copy of Paid-Up Oil and Gas Lease dated September 25, 1998 between the State
of Texas, acting by and through its agent, Jesse W. Bush and wife, May Jarine
Bush, referred to as owner of the soil, and Clay Johnson, Lessee. The terms of
this Lease are as follows:

The Lease covers 80 gross and 80 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.

moaw>

2. Copy of Paid-Up Oil and Gas Lease dated August 25, 1998 between the State of
Texas, acting by and through its agent, Becky B. Griffin and John W. Bush,
referred to as owner of the soil, and Clay Johnson, Lessee. The terms of this
Lease are as follows: :

The Lease covers 320 gross and 160 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.

HoOOQwWy

500 W. Texas + Suite 500 + Midland, Texas 79701 » Fax: (915) 687-0192 « Office: (915) 682-6612
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Mr. Drew Reid
General Land Office
October 13, 1998

Page 2

3.

Copy of Paid-Up Oil and Gas Lease dated June 15, 1998 between the State of
Texas, acting by and through its agent, Wanda G. Wallace, referred to as owner of
the soil, and Clay Johnson, Lessee. The terms of this Lease are as follows:

A. The Lease covers 160 gross and 32 net acres;
B. Consideration being paid is $54.00 per net mineral acre;
O Paid-Up Lease, no rentals due;

D. Primary term is five (5) years;
E. The royalty is 3/16.

Copy of Paid-Up Oil and Gas Lease dated June 15, 1998 between the State of
Texas, acting by and through its agent, Frances Bexley, referred to as owner of the
soil, and Clay Johnson, Lessee. The terms of this Lease are as follows:

The Lease covers 160 gross and 32 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.

HOQW»

Copy of Paid-Up Oil and Gas Lease dated June 15, 1998 between the State of
Texas, acting by and through its agent, Charlene Welch, referred to as owner of
the soil, and Clay Johnson, Lessee. The terms of this Lease are as follows:

The Lease covers 160 gross and 10.67 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.

Moo

Copy of Paid-Up Oil and Gas Lease dated June 15, 1998 between the State of
Texas, acting by and through its agent, Rebecca P. Wallis, referred to as owner of
the soil, and Clay Johnson, Lessee. The terms of this Lease are as follows: ;
The Lease covers 160 gross and 10.67 net acres;

Consideration being paid is $54.00 per fiet mineral acre;

Paid-Up Lease, no rentals due;

Primary term is five (5) years;

The royalty is 3/16.

HOQw»
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Mr. Drew Reid
General Land Office
October 13, 1998
Page 3

5 Copy of Paid-Up Oil and Gas Lease dated June 15, 1998 between the State of
Texas, acting by and through its agent, Charles E. George, referred to as owner of
the soil, and Clay Johnson, Lessee. The terms of this Lease are as follows:

The Lease covers 160 gross and 3.56 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.

moQw»

8. Copy of Paid-Up Oil and Gas Lease dated June 15, 1998 between the State of
Texas, acting by and through its agent, Clyde A. George, referred to as owner of
the soil, and Clay Johnson, Lessee. The terms of this Lease are as follows:

A. The Lease covers 160 gross and 3.56 net acres;

B. Consideration being paid is $54.00 per net mineral acre;
C. Paid-Up Lease, no rentals due;

D. Primary term is five (5) years;

E. The royalty is 3/16.

9. Copy of Paid-Up Oil and Gas Lease dated June 15, 1998 between the State of
Texas, acting by and through its agent, Robert J. George, referred to as owner of
the soil, and Clay Johnson, Lessee. The terms of this Lease are as follows:

The Lease covers 160 gross and 3.56 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.

MYUOW

10. - Copy of Paid-Up Oil and Gas Lease dated May 21, 1998 between the State of
Texas, acting by and through its agent, Richard Ruff, Jr., 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 42.67 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.
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Copy of Paid-Up Oil and Gas Lease dated August 25, 1998 between the State of
Texas, acting by and through its agent, Sharon B. St. Clair and Gwendolyn B.
Geltemeyer, referred to as owner of the soil, and Clay Johnson, Lessee. The terms
of this Lease are as follows:

The Lease covers 320 gross and 50 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.

moaQw»

Copy of Paid-Up Oil and Gas Lease dated August 25, 1998 between the State of
Texas, acting by and through its agent, Sharon B. St. Clair and Gwendolyn B.
Geltemeyer, referred to as owner of the soil, and Clay Johnson, Lessee. The terms
of this Lease are as follows:

The Lease covers 40 gross and 30 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.

SECRol- S

Copy of Paid-Up Oil and Gas Lease dated August 25, 1998 between the State of
Texas, acting by and through its agent, Sharon B. St. Clair and Gwendolyn B.
Geltemeyer, referred to as owner of the soil, and Clay Johnson, Lessee. The terms
of this Lease are as follows:

The Lease covers 320 gross and 160 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.
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14.  Copy of Paid-Up Oil and Gas Lease dated July 13, 1998 between the State of
Texas, acting by and through its agent, Gloria Swisher, referred to as owner of the
soil, and Clay Johnson, Lessce. The terms of this Lease are as follows:

A ‘I'he Lease covers 187.5 gross and 93.75 net acres;

B. Consideration being paid is $54.00 per net mineral acre;
C. Paid-Up Lease, no rentals duc;

D Primary term is five (5) years;

E The royalty is 3/16.

With regard to the required processing fee of $1,400.00 for the above 14 Oil and Gas
Leases, enclosed please find our requests for credit by letters dated September 22, 1998
and Scptember 28, 1998, both accepted by the General Land Office on September 30,
1998. Per the terms of thesc agreements, we would like to use the remaining $1,066.62
credit of the letter dated September 28, 1998 and apply the balance of $333.38 to the
letter dated September 22, 1998 thereby leaving a $15,791.62 credit for future items.

Plecasc review the enclosed leases for prior approval. If the terms of these transactions are
acceptable to the State of Texas, please acknowledge by signing and returning one copy
of this letter. Should you have any questions concerning this matter, please do not
hesitate to contact me. '

Very truly yours,

Robert Read
andman
Enclosures

AGREED TO AND ACCEPTED THIS ~3 DAY OF l\& oV. .. 1993,

State of Texas General Land Olfice
- -~
By: QBM Rl

WIB/dss

{
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TiraNn RESOURCES, Lp.

September 28, 1998

Mr. Drew Reid VIA FEDERAL EXPRESS
Texas General Land Office

Stephen F. Austin Building

1700 North Congress Avenue

Austin, TX 78701

Re: Relinquishment Act Oil and Gas Lease dated July 10, 1998 between
Anna Delila Looney, Agent for the State of Texas, Lessor, and Clay
Johnson, Lessee
The West 3/8ths of Section 3, Block 96, PSL
Culberson County, Texas
Paragon Prospect

Dear Mr. Reid:

On August 31, 1998, the captioned Oil and Gas Lease was forwarded to you for processing and filing in
your records. A copy of the following information is attached for your reference:

1. Copy of Oil and Gas Lease dated July 10, 1998, between the State of Texas, acting by and through its
Agent, Anna Delila Looney, said Agent referred to as owner of the soil, and Clay Johnson, Lessee,
covering the captioned lands in Culberson County, Texas.

2. Copy of Titan Resources, L. P. Check No. 2210 made payable to the order of Commissioner of the
General Land Office of the State of Texas in the amount of $1936.62, representing payment of the
total lease bonus consideration due the State of Texas for the above mentioned Oil and Gas Lease.

3. Copy of Titan Resources, L. P. Check No. 2447 made payable to the order of Commissioner of the
General Land Office of the State of Texas in the amount of $225.00, representing payment in full of
the processing and filing fee due the State of Texas.

4. Copy of transmittal letter dated May 11, 1998, from J. Robert Ready, Landman, Titan Resources, L. P.
to the Texas General Land Office.

The above mentioned lease and checks were submitted in error for Relinquishment Acts lands when in fact
they cover free royalty lands.

Accordingly, we would appreciate your reimbursement of the overpayment by approval to allow us to use
this $1961.62 as a credit for future terms. Please acknowledge your approval to tredit such amount by
signing, dating and faxing a copy of this letter to the undersigned. Our fax number is (915) 498-8692.

Very truly yours, ' APPROVED THIS _3¢> DAY OF Seg"t. , 1998,

t‘\
TEXAS GENEILJA%AND OF?‘/
. Robert Ready, BY: S~ Aud )

Landman Drew Reid

Enclosures /0 - /3 -95
Laedd 4595 00
jo-t3-98
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m Trran RESOURCES, L.p.
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September 22, 1998
VIA FEDERAL EXPRESS Uaa b _

Mr. Drew Reid
Texas General Land Office
Stephen F. Austin Building

1700 North Congress Avenue
Austin, Texas 78701

Re: Relinquishment Act Oil & Gas Lease dated April 2, 1998
Hallie C. Guthrie, Successor Trustee uw/w/o H.M. Crighton, decd. and
as Independent Executrix of the Estate of Hallie R. Crighton, decd.,
Agent for the State of Texas, Lessor
Clay Johnson, Lessee
All of Sections 26 and 27, Block 103, Public School Land Survey
Culberson County, Texas
Paragon Prospect

Dear Mr. Reid:

'::b.[gMay 11, 1998, the captioned Oil and Gas Lease was forwarded to you for processing and filing in your records. A
«s6@py of the following information is attached for your reference:

y 1 Copy of Oi! and Gas Lease dated April 2, 1998, between the State of Texas, acting by and through
”:_!" its Agent, Hallie C. Guthrie, Successor Trustee w/w/o H.M. Crighton, decd., and as Independent
o Executrix of the Estate of Hallie R. Crighton, decd., said Agent referred to as owner of the soil, and
ey Clay Johnson, Lessee, covering the captioned lands in Culberson County, Texas.
*ons 2. Copy of Titan Resources, L.P. Check No. 1569 made payable to the order of Commissioner of the
et General Land Office of the State of Texas in the amount of $16,000.00, representing, payment of the

total lease bonus consideration due the the State of Texas for the above mentioned Oil and Gas Lease.

3. Copy of Titan Resources, L.P. Check No. 1568 made payable to the order of Commissioner of the
General Land Office of the State of Texas in the amount of $125.00, representing payment in full of
the processing fee and filing fee due the State of Texas.

4, Copy of transmittal letter dated May 11, 1998, from J. Robert Ready, Landman, Titan Resources,
L.P. to the Texas General Land Office.

The above mentioned lease and checks were submitted in error for Relinquishment Act lands when in fact they cover
free royalty lands. ' ' : '

Accordingly, we would appreciate your reimbursement of the overpayment by approval to allow us to use this

$16,125.00 as a credit for future items. Please acknowledge your approval to credit such amount by signing, dating
and faxing a copy of this letter to the undersigned. Our fax number is (915) 498-8692.

APPROVED THIS 50O DAY OF SEPTEMBER, 1998.

TEXAS GENE LAND OIE%\QS
BY: \ /(_)J\}
)

Drew Reid
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Federal Express

FROM: PHONE: (915)682-6612
J. ROBERT READY SHIP DATE: 130CT98
TITAN RESOURCES, L. P MAN WGT: 4 LBS

500 WEST TEXAS, SUITE 500
MIDLAND TX 79701

TO: PHONE: (512)475-1534
DREW REID
TEXAS GEMERAL LAND OFFICE

STEPHEN F. AUSTIN BUILDING
1700 NORTH CONGRESS AVENUE

I R

?8701 —D(—US Deliver by:
DROP OFF . BSM A7 A s S HERE
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. . FedEx Shipping Label
i
To prepare your package for shipment, you need to do the following:

1. Use the Print button in your browser to print this page to your laser printer.
2. FKold the printed page in half and use as the shipping label.

3. After printing the label, place it in a waybill pouch and affix it to your shipment so that
the barcode portion of the label can be read and scanned.

‘® Continue Shipping )

“#) Cancel Shipment)

New! To improve download speed and reduce the number of printed documents, the Shipment

Summary has been removed from the shipping label and is now available from your Shipping

History. To access yqur Shipping History, click on the "Shipping History" button from the 'Account

ind User Information' screen, select the appropriate shipment, and click on the "Shipment Details"
utton.

https://www.fedex.com/cgi-bin/ship_it/interNetShip 10/13/98



a TitaNn RESOURCES, L.p.

November 11, 1998 VIA FEDERAL EXPRESS

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

Re:

Relinquishment Act Oil and Gas Leases (14)
covering lands in Reeves County, Texas

Paragon

Dear Mr. Reid:

Prospect

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 September 25, 1998, between the State of Texas,
acting by and through its agent, Jesse W. Bush & wife, May Jarine Bush, referred to as owner of the
soil, and Clay Johnson, Lessee, covering the E/2 of NW/4 of Section 24, Biock 59, PSL Survey,
Reeves County, Texas. Titan Resources, L.P. Check No. 2863 made payable to the Commissioner of
the General Land Office of the State of Texas in the amount of $2,160.00 representing payment in
full of lease bonus consideration (1/2 due the State of Texas) for the above mentioned Oil & Gas
Lease.

Certified copy of Paid-Up Oil and Gas Lease dated August 25, 1998, between the State of Texas,
acting by and through its agent, Becky B. Griffin & John W. Bush, referred to as owner of the soil,
and Clay Johnson, Lessee, covering the W/2 of Section 46, Block 56, PSL Survey, Reeves County,
Texas. Titan Resources, L.P. Check No. 2862 made payable to the Commissioner of the General Land
Office of the State of Texas in the amount of $4,320.00 representing payment in full of lease bonus
consideration (1/2 due the State of Texas) for the above mentioned Oil & Gas Lease.

Certified copy of Paid-Up Oil and Gas Lease dated June 15, 1998, between the State of Texas, acting
by and through its agent, Wanda G. Wallace, referred to as owner of the soil, and Clay Johnson,
Lessee, covering the SE/4 of Section 7, Block 59, PSL Survey, Reeves County, Texas. Titan
Resources, L.P. Check No. 2879 made payable to the Commissioner of the General Land Office of
the State of Texas in the amount of $864.00 representing payment in full of lease bonus consideration
(1/2 due the State of Texas) for the above mentioned Oil & Gas Lease.

Certified copy of Paid-Up Oil and Gas Lease dated June 15, 1998, between the State of Texas, acting
by and through its agent, Frances Bexley, referred to as owner of the soil, and Clay Johnson, Lessee,
covering the SE/4 of Section 7, Block 59, PSL Survey, Reeves County, Texas. Titan Resources, L.P.
Check No. 2880 made payable to the Commissioner of the General Land Office of the State of Texas
in the amount of $864.00 representing payment in full of lease bonus consideration (1/2 due the State
of Texas) for the above mentioned Oil & Gas Lease.

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



Mr. Drew Reid

Texas General Land Office
November 11, 1998

Page 2

10.

1.

Certified copy of Paid-Up Oil and Gas Lease dated June 15, 1998, between the State of Texas, acting
by and through its agent, Charlene Welch, referred to as owner of the soil, and Clay Johnson, Lessee,
covering the SE/4 of Section 7, Block 59, PSL. Survey, Reeves County, Texas. Titan Resources, L.P.
Check No. 2881 made payable to the Commissioner of the General Land Office of the State of Texas
in the amount of $288.09 representing payment in full of lease bonus consideration (1/2 due the State
of Texas) for the above mentioned Oil & Gas Lease.

Certified copy of Paid-Up Oil and Gas Lease dated June 15, 1998, between the State of Texas, acting
by and through its agent, Rebecca P. Wallis, referred to as owner of the soil, and Clay Johnson,
Lessee, covering the SE/4 of Section 7, Block 59, PSL Survey, Reeves County, Texas. Titan
Resources, L.P. Check No. 2882 made payable to the Commissioner of the General Land Office of
the State of Texas in the amount of $288.09 representing payment in full of lease bonus consideration
(1/2 due the State of Texas) for the above mentioned Oil & Gas Lease.

Certified copy of Paid-Up Oil and Gas Lease dated June 15, 1998, between the State of Texas, acting
by and through its agent, Charles E. George, referred to as owner of the soil, and Clay Johnson,
Lessee, covering the SE/4 of Section 7, Block 59, PSL Survey, Reeves County, Texas. Titan
Resources, L.P. Check No. 2883 made payable to the Commissioner of the General Land Office of
the State of Texas in the amount of $96.12 representing payment in full of lease bonus consideration
(1/2 due the State of Texas) for the above mentioned Oil & Gas Lease.

Certified copy of Paid-Up Oil and Gas Lease dated June 15, 1998, between the State of Texas, acting
by and through its agent, Clyde A. George, referred to as owner of the soil, and Clay Johnson, Lessee,
covering the SE/4 of Section 7, Block 59, PSL Survey, Reeves County, Texas. Titan Resources, L.P.
Check No. 2884 made payable to the Commissioner of the General Land Office of the State of Texas
in the amount of $96.12 representing payment in full of lease bonus consideration (1/2 due the State
of Texas) for the above mentioned Oil & Gas Lease.

Certified copy of Paid-Up Oil and Gas Lease dated June 15, 1998, between the State of Texas, acting
by and through its agent, Robert J. George, referred to as owner of the soil, and Clay Johnson, Lessee,
covering the SE/4 of Section 7, Block 59, PSL. Survey, Reeves County, Texas. Titan Resources, L.P.
Check No. 2885 made payable to the Commissioner of the General Land Office of the State of Texas
in the amount of $96.12 representing payment in full of lease bonus consideration (1/2 due the State
of Texas) for the above mentioned Oil & Gas Lease.

Certified copy of Paid-Up Oil and Gas Lease dated May 21, 1998, between the State of Texas, acting
by and through its agent, Richard Ruff, Jr., referred to as owner of the soil, and Clay Johnson, Lessee,
covering all of Section 46, Block 57, PSL Survey, Reeves County, Texas. Titan Resources, L.P.
Check No. 2886 made payable to the Commissioner of the General Land Office of the State of Texas
in the amount of $1,152.09 representing payment in full of lease bonus consideration (1/2 due the
State of Texas) for the above mentioned Oil & Gas-Lease.

Certified copy of Paid-Up Oil and Gas Lease dated August 25, 1998, between the State of Texas,
acting by and through its agent, Sharon B. St. Clair & Gwendolyn B. Geltemeyer, referred to as owner
of the soil, and Clay Johnson, Lessee, covering the W/2 of Section 8, Block 58, PSL Survey, Reeves
County, Texas. Titan Resources, L.P. Check No. 2887 made payable to the Commissioner of the
General Land Office of the State of Texas in the amount of $1,350.00 representing payment in full
of lease bonus consideration (1/2 due the State of Texas) for the above mentioned Qil & Gas Lease.
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Texas General Land Office
November 11, 1998
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Certified copy of Paid-Up Oil and Gas Lease dated August 25, 1998, between the State of Texas,
acting by and through its agent, Sharon B. St. Clair & Gwendolyn B. Geltemeyer, referred to as owner
of the soil, and Clay Johnson, Lessee, covering the NW/4 of NW/4 of Section 29, Block 58, PSL
Survey, Reeves County, Texas. Titan Resources, L.P. Check No. 2888 made payable to the
Commissioner of the General Land Office of the State of Texas in the amount of $810.00 representing
payment in full of lease bonus consideration (1/2 due the State of Texas) for the above mentioned Qil
& Gas Lease.

Certified copy of Paid-Up Oil and Gas Lease dated August 25, 1998, between the State of Texas,
acting by and through its agent, Sharon B. St. Clair & Gwendolyn B. Geltemeyer, referred to as owner
of the soil, and Clay Johnson, Lessee, covering the W/2 of Section 46, Block 56, PSL Survey,
Reeves County, Texas. Titan Resources, L.P. Check No. 2889 made payable to the Commissioner of
the General Land Office of the State of Texas in the amount of $4,320.00 representing payment in
full of lease bonus consideration (1/2 due the State of Texas) for the above mentioned Qil & Gas
Lease.

Certified copy of Paid-Up Oil and Gas Lease dated July 13, 1998, between the State of Texas, acting
by and through its agent, Gloria Swisher, referred to as owner of the soil, and Clay Johnson, Lessee,
covering a 187.5 acre tract of land, being the West 207.5 acres, Save & Except a 20 acre tract of land
in the center part of the North part of said 207.5 acre tract in Section 29, Block 59, PSL Survey,
Reeves County, Texas. Titan Resources, L.P. Check No. 2890 made payable to the Commissioner of
the General Land Office of the State of Texas in the ameunt of $2,531.25 representing payment in
full of lease bonus consideration (1/2 due the State of Texas) for the above mentioned Oil & Gas
Lease.

eeess PVith regard to payment of the required filing fee for the above 14 leases, enclosed please find our request for credit
® by letter dated September 22, 1998, accepted by the Texas General Land Office on September 30, 1998. Per the terms

of this agreement, we would like to apply the $350.00 filing fee to our outstanding balance thereby leaving a $6,346.62

eses credit for future items.

In addition to the above referenced leases and request for credit by letter, enclosed is a copy of request for approval of
the lease by letter dated October 13, 1998, accepted by the Texas General Land Office on November 3, 1998. As soon
as the leases transmitted herewith have been approved and filed, please advise this office of the assigned Mineral File
Numbers. If additional information is required, please do not hesitate to contact the undersigned. Thank you for your
continued cooperation and courtesy in this matter.

WIB/dss
Enclosures

Very truly yours,
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VIA FEDERAL EXPRESS 333,34
Mr. Drew Reid wr /4 ¢ it =
Texas General Land Office _ / 0 —19-9¢
Stephen F. Austin Building woid 204560 £
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Austin, Texas 78701 ‘ weed F106.00
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Re:  Relinquishment Act Oil & Gas Lease dated April 2, 1998

Dear Mr. Reid:

Hallie C. Guthrie, Successor Trustee u/w/o H.M. Crighton, decd. and

as Independent Executrix of the Estate of Hallie R. Cnghton, decd., 60
Agent for the State of Texas, Lessor M_ / 500 .
Clay Johnson, Lessee /0 -23- ff

All of Sections 26 and 27, Block 103, Public School Land Survey
Culberson County, Texas

N Titan REsources, L.

Paragon Prospect

/o-17- Gy

..-‘Lfd

«**2*0On May 11, 1998, the captioned Oil and Gas Lease was forwarded to you for processing and ﬁ[mg in yoﬁ{ooo‘rds. A

Tes &opy of the following information is attached for your reference:

aeses

L.

Copy of Oil and Gas Lease dated April 2, 1998, between the State of Texas, acting by and through
its Agent, Hallie C. Guthrie, Successor Trustee ww/o H.M. Crighton, decd., and as Independent
Executrix of the Estate of Hallic R. Crighton, decd., said Agent referred to as owner of the soil, and
Clay Johnson, Lessee, covering the captioned lands in Culberson County, Texas. -

Copy of Titan Resources, L.P. Check No. 1569 made payable to the order of Commissioner of the

General Land Office of the State of Texas in the amount of $16,000.00, representing payment of the
total lease bonus consideration due the the State of Texas for the above mentioned Qil and Gas Lease.

Copy of Titan Resources, L.P. Check No. 1568 made payable to the order of Commissioner of the
General Land Office of the State of Texas in the amount of $125.00, representing payment in full of
the processing fee and filing fee due the State of Texas.

Copy of transmittal letter dated May 11, 1998, from J. Robert Ready, Landman, Titan Resources,
L.P. to the Texas General Land Office.

The above mentioned lease and checks were submitted in error for Relinquishment Act lands when in fact they cover

free royalty lands

Accordingly, we would appreciate your reimbursement of the overpayment by approval to allow us to use this

$16,125.00 as a credit for future items. Please acknowledge your approval to credit such amount by signing, dating
and faxing a copy of this letter to the undersigned. Our fax number is (915) 498-8692.

APPROVED THIS SO DAY OF SEPTEMBER, 1998.

TEXAS GENj{D\J\LAND ORFICH
BY: \ (CD
)

Drew Reid

seeeh //oo.qo

'/;ﬂk-éa

el fGoc.c0

-

pedd g 2025, 00



; TITAN RESOURCES, L.~.
ACQUISITION CHECKING
P.O. BOX 11227
MIDLAND, TEXAS 79702

PAY TO THE
ORDER OF

Four Thousand Three Hundred Twcnly PR Ak haaa a AR RS AR L LR e e e

COMMISSIONER OF THE GENERAL LAND OFFICE

; | 002889"

CHASE BANK OF ™ 'AS
301 WEST BEAUR. RD
SAN ANGELO, TEXAS /6903

11/5/98

*x
3 4,320.00

DOLLARS

COMMISSIONER OF THE GENERAL LAND OFFICE

OF THE STATE OF TEXAS
Stephen F. Austin Building
1700 North Congress

Austin, Texas 78701

Lease Bonus
MEMO

ST (o=

N—— 7] Securily nsturan are ncluded. Datalls on back. Ee——

TITAN RESOURCES, L.P.
ACQUISITION CHECKING

COMMISSIONER OF THE GENERAL LAND OFFICE

PARAGON #299:Lease Bonus

sees
Sues
-
“Cosnne
. L]
L

Checking Lease Bonus

TITAN RESOURCES, L.P.

ACQUISITINSHGINSNER OF THE GENERAL LAND OFFICE

PARAGON #299:Lease Bonus

Checking Lease Bonus

" AUTHORIZED )ﬁGNATURE
00 28BS d ¢

002889

4,320.00

11/5/98
Payment in full of 1/2 Lease Bonus Consideration due

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

dated 08/25/98 from the State of Texas by Agent

Sharon B. St. Clair & Gwendolyn B. Geltemeyer, Lessor,

in favor of Clay Johnson, Lessee, covering the W/2 of
Section 46, Block 56, PSL Survey,

Reeves County, Texas.

4,320.00

0028883

4,320.00

11/5/98
Payment in full of 1/2 Lease Bonus Consideration due

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

dated 08/25/98 from the State of Texas by Agent

Sharon B. St. Clair & Gwendolyn B. Geltemeyer, Lessor,

in favor of Clay Johnson, Lessee, covering the W/2 of
Section 46, Block 56, PSL Survey, ~v

Reeves County, Texas.

4,320.00
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SHIPPER’S FEDEX ACCOUNT NUMBER

AR

FROM: PHONE: (915)582-6612
J. ROBERT READY

TITAN RESOURCES, L. P

Page 1 of 2

Fedsz.

Federal Express

SHIP DATE: 1 1NOVI8
MAN WGT: 1 LBS

500 WEST TEXAS, SUITE 500
MIDLAND TX 79701

TO: PHONE: (512)475-1534
DREW REID
TEXAS GENERAL LAND OFFICE

STEPHEN F. AUSTIN BUILDING
1700 NORTH CONGRESS AVENUE
AUSTIN TX 78701

REF: PARAGON PROSPECT #299

O e e A

DELIVERY ADDRESS

TRK # 7901 6376 7920 STANDARD OVERNIGHT THU
FORM ID: 0201 Al
78701-TX-US o
onor orr ssu A7 AUS st

-
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FedEx Shipping Label

To prepare your package for shipment, you need to do the following:

1.
2.
3.

Use the Print button in your browser to print this page to your laser printer.
Fold the printed page in half and use as the shipping label.

After printing the label, place it in a waybill pouch and affix it to your shipment so that
the barcode portion of the label can be read and scanned.

"9 Continue Shipping)

‘®) Cancel Shipment)

New! To improve download speed and reduce the number of printed documents, the Shipment
Summary has been removed from the shipping label and is now available from your Shipping
History. To access your Shipping History, click on the "Shipping History" button from the 'Account
and User Information' screen, select the appropriate shipment, and click on the “Shipment Details"
button.

https://www.fedex.com/cgi-bin/ship_it/interNetShip

11/11/98



e No. 0~ L OS5

(ellcrs Bom  Titan

County

wUzn SOuUrC e s
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George P. Bush, Commissioner

By
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